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MDX  with  Touting  Package  shown,  Acuri  Navigation  System  with  Voice  Recognition'"  and  DVD  entertainment  system  available  on  Touong  Package  models.  Acura 
remind,  yotl  to  mud  LIghtlyl*  $2002  Acura  Division  ol  Amem, in  Honda  Motor  Co.,  Inc.  Acura.  MDX  and  Acura  Navigation  System  with  Voice  Recognition  are 
i  i  londfl  Motor  Co.,  Ltd.  Tread  Lightly  I*  Is  .1  registered  trademark  of  Tread  Lightly!.  Inc.  Make  an  intelligent  decision,  fasten  your  seat  belt. 


The  26Q-hp  Acura  MDX  with  electronic  4-wheel  drive    We've  taken  the  SUV  even  further.  The  new  wave  of  MD> 


20  more  hp  and  an  awesome  list  of  available  features,  like  the  intelligence  of  a  voice-activated  navigation  system,  the  vlsi! 


arview  camera  and  the  fun  of  a  DVD  entertainment  system.  Plus  a  standard  4-wheel-drive  system  that  has  always  provided 
ional  traction  on  sand,  or  on  your  way  to  it.  Surf  over  to  acura.com  or  call  1-800-TO-Acura.     VfV  A\^  w In AV 


SPACE  BED 


The  biggest  bed  in  Business  C 
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t  International  Airline 
Conde  Nnst  Traveler  Readers  Choice  Award 
Winner  for  14  out  of  15  years 

KIYIROM    NEW  YORK    SAN  FRANCISCO    LOS  ANGELES    VANCOUVER 
LR3AM     FRANKFURT    HONG  KONG    TAIPEI    TOKYO    SEOUL 


4MSTTODAM     FRANKFURT    HONG  KONG    V 
>  UVF.R.60  MAJOR  CITIES  IN  35  COUNTRIES 


w.singaporenir.com/usa 
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Experience  the  comfort  of  the  most 
spacious  business  class  bed  in  the 
sky.  Raffles  mass  SpaceBed  offers 
.  jw  level  of  luxury  with  more 


m 


room  to  work,  relax  or  sleep.  All,,  i 

c  . 

course,  while  enjoying  the  inflight 
service  even  other-airlines  talk  about. 
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A  great  way  to  iW 
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A  STAR  ALLIANCE  MEMBER      T    r 
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UNEMPLOYMENT 


EXPECT  THE  WORLD 

WHERE  DUBAI'S  HEADED,  TAKE  A  LOOK  AT  THE  HORIZON. 

years  Dubai's  business  landscape  has  changed  dramatically.  The  city's  GDP  has  risen  steadily  by  24%  in  4  years 
imber  of  visitors  to  the  city  has  increased  by  54%  over  the  same  period.  Interestingly,  the  only  things  that  haven't 
are  tax,  unemployment  and  crime.  Statistics  which  would  explain  why  the  city's  population  has  also  grown  by 
know  more  visit  www.dubaiexpect.com 


CLOUD  THE  ISSUE 


PROFITS      &      PRINCI 
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The  issue  of  global  warming 

has  given  rise  to  heated  debate. 

Is  the  burning  of  fossil  fuels 

and  increased  concentration  of 

grbon  dioxide  in  the  air  a  serious 

threat  or  just  a  lot  of  hot  air? 
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Shell 
hole, 

compam 

and  in  others  lo  < 

1  disfih<  t  entity  In  this  advertisement,  the  words  "Shell,"  "we,"  "us"  and  "our"  refer,  in  some  places,  to  the  Royal  Dutch/Shell  Group 
in  Individual  Shell  company  or  companies,  where  no  useful  purpose  is  served  by  identifying  the  specific  company  or  companies.) 
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OR  CLEAR  THE  AIR? 


Shell  believes  that  action  needs  to  be  taken  now,  both 

by  companies  and  their  customers.  We  are  actively 

managing  greenhouse  gas  emissions  in  our  worldwide 

operations  such  that  by  2010  they  are  still  5%  or  more 

below  1990  levels,  even  while  we  grow  our  business. 

We  are  also  working  to  increase  the  supply  of  natural 

gas,  a  cleaner  option  for  electricity  generation  and 

home  heating,  and  offering  alternative  energy  sources 

such  as  solar,  hydrogen  and  wind  power.  It's  all  part  of 

>ur  commitment  to  contribute  to  sustainable  development, 

balancing  economic  progress  with  environmental  care 

and  social  responsibility.  Solutions  for  the  future  won't 

come  easily,  particularly  in  today's  climate,  but  you 

can't  find  them  if  you  don't  keep  looking. 


WE  WELCOME  YOUR  INPUT.  CONTACT  US  ON  THE  INTERNET  AT  WWW  SHELL  COM/CLIMATE  OR 
EMAIL  US  AT  'TELLSHELL@SI. SHELL  COM'  OR  WRITE  TO  US  AT:  'THE  PROFITS  &  PRINCIPLES  DEBATE. 
SHELL  INTERNATIONAL  LTD,  SHELL  CENTRE,  LONDON  SE1  7NA,  UK. 
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Private  jet  travel  makes  a  lot  of  sense. 
Overpaying  for  it  doesn't. 

Fractional  ownership  designed  to  keep  amenities  up.  your  costs  down.  Imagine 
riding  in  a  new  best-selling  Cessna  Citation.  Everything  is  managed  for  you. 
Fly  when  you  want,  arrive  refreshed,  ready,  punctual.  An  expensive  luxury? 
Not  anymorl^pur  smarter  infrastructure  affords  you  the  industry's  lowest 
upfront  and  ongoing  costs.  Fly  wisely,  spend  smartly.  See  specs  and  jets  at 
citat%fshares.com   For  a  free  cost  comparison,  call  1  800340-7767.  ext  121. 


www.cilationshares.com 

©2003  CitationShares 
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In  Search  of  the  Buy  Button 

What  makes  some  products  irresistible? 

Neuroscientists  are  racing  to  find  out — and  pass  the  answer 

along  to  marketers.  By  Melanie  Wells 

The  E-Gang 

Five  wireless  innovators. 

The  Fen-Phen  Wars 

Plaintiff  lawyers  squeezed  Wyeth  for  billions  over  its  faulty  weight- 
loss  drugs.  Now  the  company  is  pushing  back  with  allegations  of 
greed  and  wrongdoing.  By  Robert  banner  and  Rob  Wherry 

Blind  Faith 

Pious  and  affable,  Leo  Wells  has  them  flocking  to  his  dimly  lit 
real  estate  complex.  Where's  the  exit?  By  Stephane  Fitch 
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FORD  THUNDERBIRD 


IF  YOU  HAVEN'T  LOOKED  AT  FORD  LATELY 


LOOK   AGAIN. 


HISTORY    IS  WRITTEN    BY  THOSE  WHO 
REALIZE   THERE'S    NEVER  A   RIGHT  WAY 

ONLY  A  BETTER  WAY. 

There  are  people  who  achieve  greatness  by  breaking  the  mold  rather  than  trying  to  fit  in  it. 
These  are  the  people  who  stand  apart  by  doing  things  their  own  way.  And  doing  them  better 
than  they've  ever  been  done  before.  It  is  for  these  individuals  that  we  created  the  Rolex  Oyster 
Perpetual.  Literally  carved  from  an  ingot  of  metal,  the  thinking  and  design  is  as  brilliant  and 
unconventional  today  as  it  was  years  ago  in  1927.  And  while  it  often  takes  an  entire  year  to 
create  a  Rolex,  the  result  is  a  watch  as  unique  as  the  men  and  women  who  choose  to  wear  it. 


OYSTER  PERPETUAL  SEA-DWElLeP-WWW.ROLEX.COM 
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Up-to-the-Minute  News 

Breaking  news  on  the  Reuters  wire 
and  analysis  from  our  editors 
throughout  the  business  day. 

Quotes  &  Research 

Market  news,  price  quotes,  charts 
and  financial  data  for  U.S.  equi- 
ties. Real-time  quotes  are  avail- 
able via  our  premium  Streaming 
Stock  Portfolio. 

Alerts  &  E-Mail  Newsletters 

Get  your  choice  of  our  latest 
articles  sent  directly  to  your 
cell  phone,  desktop  or  e-mail 
account.  Or  sign  up  for  up  to 
20  e-mail  newsletters  and  have 
collections  by  industry,  topic  or 
author  e-mailed  to  you. 

Executive  Connection 


Create  a  personalized  and 
condensed  version  of  Forbes.com 
on  your  desktop  with  this  free 
download.  Use  it  to  get  cus- 
tomized industry  news,  stock 
data  and  company  profiles  on 
competitors  and  suppliers. 


Premium  Services 

Lifestyle.  Find  yachts  for  charter, 
fine  autos,  homes,  wine,  art  and 
collectibles  for  sale. 
The  Shop  @  Forbes.  Featuring 
Forbes  Signature  wine  and  items 
from  the  Forbes  Collection. 


Business 

The  Business  of  Obesity 

Virginia  Citrano 

Fat  is  the  new 
tobacco,  and  the 
trial  lawyers  are 
already  circling. 
There  is  talk  of 
regulating  food  ads 
and  banning  artifi- 
cial sweeteners. 
Meanwhile,  corpo- 
rate America  is 
swallowing  an  extra 
$12  billion  a  year  in 
costs  because  of 
overweight  work- 
ers, according  to 
the  Washington 

Business  Group 

Extra  calories  can  be  costly.  u    ,.u 

'  on  Health,  an 

employers'  organization.  Forbes.com's  special  report  on 
obesity  in  America  examines  the  business  implications 
of  America's  overconsumption  of  calories — from 
companies'  health  care  costs  to  the  potential  impact  of 
litigation  and  regulation.  Regardless  of  whether 
Americans  will  try  to  trim  down  or  will  continue  to 
overindulge,  we  seek  out  the  investment  opportunities. 


Lifestyle 

Ten  Best  Urban  Inns 

Christina  Valhouli 

Most  people  associate 
quaint  bed-and-breakfasts 
with  small  towns  in  Ver- 
mont, but  many  cities  have 
B&Bs  as  well.  While  big 
hotels  can  provide  24-hour 
room  service  and  movies  on 
demand,  such  places  tend  to 
blend  and  blur  for  the  fre- 
quent traveler.  Next  time 
consider  staying  at  an  urban 
inn.  Check  out  Forbes.com's 
choices  for  the  ten  best. 


Forbes  Magazine 


The  E-Gang  Unwired 

Visit  Forbes.com  to  add  anothl 
dimension  to  our  feature  on 
page  94  of  this  issue  about  five! 
people  helping  foster  the  next 
phase  of  the  wireless  revolutio: 
Online  only:  a  video  primer;  a 
reader  of  wireless  case  studies 
from  the  McKinsey  Quarterly; 
pick  of  new  wireless  devices;  a 
information  on  how  to  get 
FORBES  articles  via  wireless. 

Forbes  on  Fox 

Go  to  Forbes.com  to  watch 
clips  from  our  weekly  TV  she 

Forbes  Global 

Cleaning  Up 

Familiar  U.S.  consumer  brani 
like  Electrasol,  Woolite  and 
Lysol  share  a  British  owner: 
Reckitt  Benckiser.  FORBES 
GLOBAL  looks  at  how  47-yeai 
old  Chief  Executive  Bart  Becl 
is  making  the  firm  a  growing 
force  in  this  business. 


Forbes 


Why  stay  in  a  generic  hotel? 


For  links  to  all  articles  cited  on  this 
page,  visit  us  at 
www.forbes.com/contents. 
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"Our  supply  chain 


was  built  for  the 
:ompany  we  were  5  years  ago.  Build  me  one  for  the  company 

I  see  5  years  from  now." 


If  you're  leading  your  company  in  a  new  direction, 
we  suggest  a  first  stop  at  Brown.  Our  supply 
chain  people  have  years  of  experience  designing, 
implementing  and  managing  synchronized  transpor- 
tation and  distribution  networks.  Combine  that  with 
our  expertise  in  customs  and  cross-border  services 
and,  perhaps,  it's  time  to  sit  down  and  talk.  Not  five 
years  from  now,  but  today.  To  learn  more  about 
UPS  Supply  Chain  Solutions    visit  UPS-SCS.com. 
YOUR  SUPPLY  CHAIN.  SYNCHRONIZED. 


WHAT  CAN  BROWN  DO  FOR  YOU?" 
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Your  300-Pound  Gorilla  Is  Toast  w» 

makes  journalists  tick?  A  careful  analysis  of  business  reportii 
reveals  that  they  have  two  obsessions:  animals  and  food. 

Open  a  business  maga- 
zine at  random  and  there 
is  a  good  chance  that  a 
feeding  frenzy  is  going  on. 
Then  the  hero  of  the  story 
discovers  that  a  competitor 
is  about  to  eat  his  lunch.  A 
gorilla  appears  on  the 
scene,  usually  weighing 
between  300  and  800 
pounds.  He  gets  all  the 
low-hanging  fruit.  Saving 
the  day:  a  cash  cow.  Oh  no, 
the  cow  has  gone  belly- up. 
Next  thing  you  know,  the 
company  is  information 
highway  roadkill. 

I  like  to  think  that  FORBES  is  a  little  less  prone  than  its  cor 
petitors  to  slipping  into  verbal  ruts  or  predictable  story  lint 
Originality  is  prized  here.  If  another  magazine  does  a  cover  sto 
on  the  alternative  minimum  tax,  we  would  have  some  qualr 
about  carbon-copying  it  a  year  later.  We  try  to  offer  somethi 
more  useful  than  the  insight  that  a  chief  executive  is  "cuttii 
costs  and  grabbing  market  share."  We  make  some  effort 
stomp  out  cliches. 

It  gave  me  great  pleasure  recently  that  William  Safire,  t 
New  York  Times  language  columnist,  cited  "domestic  diva"  a; 
trite  epithet  for  Martha  Stewart  and  found  the  offending  expre 
sion  in  recent  issues  of  BusinessWeek  and  Fortune — but  n 
FORBES.  My  research  assistant,  Catherine  Cay,  tabulated  sor 
statistics.  In  the  past  three  years  subscribers  to  Fortune  have  be 
treated  to  8  feeding  frenzies,  7  lunches  being  consumed  by  cor 
petitors,  17  products  of  the  plain-vanilla  variety,  9  pieces  of  hy 
hanging  fruit  and  2 1  bellies  pointed  in  the  up  direction.  Con 
sponding  numbers  for  FORBES:  1,  3,  2,  1  and  6. 

Every  editor  has  a  list  of  jargon  words  or  overused  expn 
sions  that  are  not  permitted.  Not  enough  have  outlawed  "pr 
active."  Whitney  Radio  in  New  Rochelle,  N.Y.  is  going  to  lev) 
$50  fine  on  talk-show  guests  who  say  "win-win."  I  have  thre;^ 
ened  to  throttle  writers  who  meaninglessly  insert  the  wo 
"local"  (as  in  "local  Starbucks"  or  "local  farmer").  A  story  on 
landed  in  my  inbox  mentioning  a  late-night  meeting  at  Tex 
Instruments  that  was  interrupted  by  a  wild  animal.  This  w 
described  as  a  "local  skunk."  Gee,  not  a  national  one? 

If  you'd  like  to  suggest  additions  to  our  list  of  banned  won 
send  them  to  editors@forbes.com.  I  promise  to  have  the  Coj 
Desk  ride  herd  on  the  writers.  Hey,  it's  a  jungle  out  there.  Oi 
food  fight. 
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HERE  ARE  103  GOOD  REASONS 
D  INVEST  IN  QQQ. 


-IE  FIRST  100  ARE  LISTED 
3  THE  RIGHT. 
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MASDAQ-lOO  Index  Tracking  Stock  '  (symbol:  QQQ)  not  only  represents  ownership  in  100  of  the  world's  most  dynamic  and 
ard-thmking  companies,  it  also  provides  investors  with  instant  diversification,  a  wide  range  of  trading  options  and  liquidity. 

ISICICATION:  QQQT  is  a  smart  and  simple  way  to  diversify  your  portfolio.  With  a  single  transaction,  you  can  invest  in  NASDAQ's  100  leading 
mancial  companies.  These  companies  represent  a  wide  range  of  industries  that  include  manufacturing,  retail,  telecommunications, 
a  and  technology. 

)ING  OPTIONS:  While  QQQ  works  like  an  index  fund,  it  trades  just  like  a  stock.  Which  means  you  can  buy  and  sell  it  anytime,  use  limit 
s,  stop-limit  orders,  even  margin  it. 

iDITY:  If  you  are  seeking  liquidity,  then  you  should  consider  QQQ.  Not  only  does  QQQ  have  a  higher  daily  share-volume  than  any  other 
ange-traded  fund,  it  is  also  one  of  the  most  widely  traded  acuities  in  the  world. 

sification.  Trading  options.  Liquidity.  These  are  just  a  few  of  the  reasons  why  so  many  individual  and  institutional  investors  have 
i  QQQ  a  part  of  their  portfolios.  It's  time  you  consider  making  it  a  part  of  yours.  .  J/j^M  Mk  0>M  ML  §P%(f%tfl%m 


For  more  information. 


including  charges, 
expenses  and 
potential  risks,  obtain 
a  prospectus  from 
your  broker,  or  call 


or  visit  us  online  at 


NASDAQ-100.com. 


Read  it  carefully 
before  you  invest. 


moot  returns  and  principal  value  will  fluctuate  so  that  j 

VsDAU-lOC  Index  Tracking  Stock  is  subject  to  risk; 
onsor  of  She  NASDAQ- 100  Trust;"  a  unit  investmen: 
s  affiates  except  NFPS.  the  "Corporations"). 

;A3"  and  related  marks  are  trademarks  or  service  marks; 

to  NASDAQ-100  Index  Tracking  Stock.  The  "^ 
nafce  no  warranty,  express  or  implied,  and  bear  no 
Distributors,  Inc.  a  registered  broker-dealer,  is  di 


i  thd  sriniBeJ  GisS 


of  The  Nasdaq  Stack  Market,  Inc.  ("NASDAQ;  and  collectively 

NASDAQ-100  Index  is  composed  and  calculated  by  NASDAQ 
t  to  NASDAQ- 100  Index  Tracking  Stock.  The  Corporations  and 

■  lhe  Nasdaq  Stock  Market,  inc.  All  Rights  Reserved. 
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Wi-Fi  SALE! 


YOUR  POCKET  Wi-Fi  CONNECTI 
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Connect  your  PDA  at  any  Wi-Fi  hotspot  for  fast,  secure  access  to 
all  of  your  business  applications  and  over  2,500  channels  of  high- 
speed content.  From  the  morning  newspaper  to  the  evening  news. 
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Only  Time  Will  Tell 

In  "We  Did  It"  (Aug.  1 1,  p.  76),  Susan  Bowick, 
personnel  director  of  Hewlett-Packard, 
seethes  that  Walter  Hewlett  legally  questions 
the  merger  with  Compaq.  But  Walter  was 
fully  within  his  rights  as  a  majority 
shareholder  and  as  a  son  of  Bill  Hewlett,  co- 
founder  of  HP.  He  risked  losing  his  seat  on  the 
board  to  stand  up  for  his  father's  principles.  I 
find  that  commendable.  As  one  of  the 
Packard  sons  stated  during  that  trying  event, 
his  father,  David  Packard,  would  never  have 

agreed  with  any  action  that  involved  the  direct  cutting  of  emplc 
livelihoods  to  achieve  short-term  profitability.  Now,  three  years  and  17,00| 
heads  later,  Ms.  Fiorina  has  managed  to  destroy  the  culture  that  made  H 
strong.  The  only  test  of  this  human  experiment  will  be  long-term  profitabilit 
based  on  sustained  business  creation  and  growth.  Save  your  judgments  abov 
the  merger's  effectiveness  until  then. 

MARYPERKLN 
Atherton,  Pi 


Greenhouse  Hot  Air 

"Can  This  Man  Save  the  World?" 
(Aug.  11,  p.  54)  first  assumes  there  is  a 
problem  associated  with  greenhouse  gas 
emissions  that  needs  to  be  rectified.  The 
way  the  science  looks,  that's  doubtful. 
Satellite  records  show  the  atmosphere 
isn't  warming  to  any  significant  degree. 
But  if  there  are  marginal  social  costs  of 
greenhouse  emissions,  we  should  con- 
sider the  perverse  incentives  created  by 
commodifying  carbon  dioxide,  as  pro- 
posed by  Richard  Sandor.  It  could  create 
a  potential  $60  billion  market,  but  this 
isn't  new  money.  It  effectively  represents 
the  rent  fossil-fuel  users  would  pay  to 
what  will  no  doubt  become  a  Carbon 
Cartel.  No  wonder  Enron  lobbied  so  hard 
for  such  a  trading  scheme.  If  such  a  sys- 
tem came  into  being,  energy  costs  and 
consumer  prices  would  rise,  while  real 
wages,  employment  and  economic  out- 
put would  fall.  In  general,  attaching  val- 
ues to  property  rights  and  allowing  them 
to  be  traded  is  a  good  idea,  but  it  does 
not  seem  to  be  appropriate  here,  where 
the  "right"  is  an  artificial  one  suggested 
only  by  a  nonexistent  threat. 

IAIN  MURRAY 

Sr.  Fellow,  Competitive  Enterprise  Institute 

Washington,  D.C. 


Good  and  Faithful  Servant 

"Where's  Jeeves?"  (Aug.  1 1,  p.  44)  im] 
that  Ask  Jeeves  is  abandoning  our  v 
able  buder  icon.  While  the  character 
featured  in  our  new  advertising,  the  ir 
ence  that  he  didn't  deliver  on  our  br 
promise  could  not  be  further  from 
truth.  The  Jeeves  character  is  one  of 
strongest  components  of  our  brand,  < 
tributing  gready  to  our  success  and  pc 
larity.  He  is,  and  continues  to  be,  a  sig 
icant  part  of  our  search  experience, 
absence  is  not  a  condemnation  of 
value,  but  demonstrates  our  confidenc 
his  longevity,  which  affords  us  the  flex 
ity  to  highlight  other  key  assets,  nar 
our  technology.  We  have  one  of  the  r 
advanced  search  technologies  in  the  w< 
and  our  new  campaign  is  designed  to  ] 
mote  this.  Through  this  strategy  we 
confident  we  will  attract  new  searc) 
who  will  be  delighted  by  the  signifr 
improvements  to  Ask  Jeeves. 

STEVEN  BERKOV 

President,  Ask  Je 

Emeryville,  C 
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SAS  and  Forbes 

Partnering  in  Leadership 
For  more  information  go  to: 
www.sas.com/sasandforbes 


SAS,  the  leader  in  business  intelligence  software,  challenges. 
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Predict  outcomes  with  confidence. 
Or  become  yesterday's  news. 


ENTERPRISE  intelligence 


SUPPLIER  INTELLIGENCE 


iNIZATIONAL  intelligence 


CUSTOMER  intelligence 


ELLIGENCE  architecture 


Why  do  forward-looking  companies,  including  94%  of  the  FORTUNE  Global  500?  rely  on 
SAS?  Because  our  software  provides  the  complete  vision  to  learn  from  the  past,  monitor  and 
communicate  the  present,  and  gain  insight  into  the  future.  SAS*  lets  you  predict  customer 
behavior  instead  of  just  reacting  to  it.  Anticipate  supplier  risk  instead  of  just  projecting 
spend.  And  foresee  change  rather  than  second-guessing  outcomes.  To  find  out  how  SAS  can 
help  you  control  costs,  drive  revenue  and  achieve  capital  efficiency,  visit  our  Web  site.  Or 
call  us  toll  free  1  866  270  5737. 

www.sas.com/predict 


The  Power  to  Know* 


SAS  and  all  other  SAS  Institute  Inc.  product  or  serv.ce  names  are  registered  trademarks  or  trademarks  of  SAS  Institute  Inc.  in  the  USA  and  other ^^  countnes.  ®  ,nd,cates  USA  reg,strat,on. 
©  2003  SAS  Institute  Inc.  All  nghts  reserved.  FORTUNE  is  a  registered  trademark  of  the  FORTUNE  Magazine  Division  of  Time  Inc.      241993US.0703 


Your  organization  needs  new  capital, 

but  your  lender  can't  get  the  deal  off  the  ground? 


KeyBank 


The  Solution  is  Key. 


Insight  into  the  workings  of  your  industry  is  what  enables  KeyBank 
to  go  above  and  beyond  in  discovering  innovative  sources  of  capital 
for  your  organization.  The  expertise  of  the  professionals  at  KeyBank 
gives  you  access  to  financial  alternatives  that  go  beyond  traditional 
bank  debt.  Whatever  your  capital  needs,  we're  uniquely  qualified  to 
help  them  take  flight.  It's  just  one  more  reason  why  the  solution  is  Ke^ 


For  more  information,  call  1 -800-KEY6070,  or  visit  Key.com. 


Achieve  anything. 


©2003  KeyCorp    The  Solution  is  Key  is  a  registered  service  mark  of  KeyCorp. 


ApT  AND  COMMENT 

Steve  Forbes,  Editor-in-Chief 
rith  all  thy  getting  get  understanding" 


False  Worry 


LL  THE  SHARP  JUMP  IN  INTEREST  RATES  ABORT  THE  RECOV- 
?  No.  While  the  cost  of  money  has  been  on  a  roller-coaster, 
nks  to  Federal  Reserve  blunders,  the  price  of  it  today  is  not 
ich  higher  than  it  was  at  the  beginning  of  the  year — which 
s  the  lowest  it's  been  in  more  than  40  years. 
A  critical  reason  the  cost  of  money  bounced  back  is  that  the 
•nomy  is  strengthening.  Thanks  to  the  federal  tax  cut  and  to 


the  Fed's  previous  easing,  the  demand  for  money  is  increasing 
and,  for  the  first  time  in  a  long  time,  the  supply  is  there  to  meet 
it.  Another,  lesser  factor:  money  market  fears  that  the  Fed  may 
be  overshooting  the  mark  and  could  end  up  in  an  inflationary 
mode  fairly  soon.  Inflation7.  As  long  as  gold,  the  best  barometer 
of  monetary  ease  or  tightness,  stays  around  the  $350-per-ounce 
level,  we  can  rest  easy. 


Uncle  Sam— Laundering  Saddam's  Money? 


L  OCCUPATION  AUTHORITIES  IN  IRAQ  HAVE  ANNOUNCED 
it  in  October  they  will  unveil  a  new  currency  design  for  that 
lighted  country.  For  a  three-month 
iod  Iraqis  will  be  able  to  turn  in  their  old 
ldam  Hussein-era  dinars  for  new  ones. 

New  money  is  fine.  But  officials  of  the 
alition  Provisional  Authority  had  better 
nk  this  one  through:  Who  has  most  of 

old  dinars?  Those  who  were  closest  to 
•  old,  hideous  regime — Saddam's  fam- 
members  and  as-sordid  henchmen  and 
laborators  who  plundered  the  country, 
re,  a  lot  of  that  loot  was  stashed  overseas 
hard  currency  accounts  or  under  mat- 
sses.  But  it  stands  to  reason  that  these 
•odsuckers  have  a  disproportionate  share  of  Saddamized  dinars. 

Why  let  these  blood-soaked  thieves — or  more  likely  their  front 


Germans  in  1948  exchanging  Nazi-era 
reichsmarks  for  deutsche  marks,  new  currency 
of  the  new  Federal  Republic  of  Germany. 


men — swap  the  stolen  old  currency  for  the  new?  Instead,  we  should 

limit  the  amount  each  individual  can  turn  in  to  the  equivalent  of  a 
few  hundred  dollars,  or  maybe  a  few  thou- 
sand at  most.  We  should  also  give  all  Iraqis 
a  certain  amount  in  new  dinars,  whether 
or  not  they  have  old  ones  to  exchange.  West 
Germany  did  something  similar  in  the  late 
1940s,  when  it  introduced  the  deutsche 
mark  to  replace  the  Nazi  reichsmark. 

Under  no  circumstances,  though, 
should  we  permit  a  repeat  of  what  hap- 
pened in  Nicaragua  when  the  pro- 
Communist  Sandinistas  were  ousted. 
The  Sandinistas  lost  the  election,  but 
during  the  currency  reform  they  were 

allowed  to  exchange  all  their  ill-gotten  old  pesos  for  new  ones. 

They  stole  much  of  the  nation's  wealth — and  kept  it. 


Can  You  Picture  This? 


THE  WAY,  WHY  IN  THE  WORLD 
!  we  issuing  Iraqi  currency  with 
ddam's  murderous  puss  still  on 
Did  we  allow  defeated  Germany 
issue  money  with  Adolf  Hitler's 
age  on  it  after  WWII? 

Embarrassed  officials  say  Sad- 
m  won't  be  on  the  brand-new 


r-" 

>- 
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dinars  coming  out  in  October.  That 
still  doesn't  answer  the  question  of 
why  we're  currently  churning  out 
money  (dis)graced  with  his  image. 
Don't  we  have  enough  imagination 
to  issue  a  provisional  currency  sans 
Saddam?  Or  why  not  just  employ 
U.S.  dollars  for  now? 


This  Pouter  Should  Take  a  Powder 


LK  ABOUT  A  COLOSSAL  PIECE  OF  HYPOCRISY:  WORLD  BANK 
ssident  James  Wolfensohn  recently  gave  the  thumbs-down  to 
i  idea  of  the  World  Bank's  offering  assistance  now  to  post-Sad- 
m  Iraq.  "At  some  point  that  will,  I'm  sure,  happen,"  opined  His 
ghness.  "But,  as  you  know,  there  is  a  need  first  to  have  a  consti- 
aon,  to  have  a  government,  to  reestablish  Iraq  as  the  Iraqi  people 


would  like  to  have  it.. . .  Clearly  a  constitution  and  an  elected  gov- 
ernment would  constitute  a  recognized  government,  but  what  do 
we  do  in  the  meantime?  It  is  a  subject  that  needs  interpretation." 
No  it  doesn't.  Iraqis  are  trying  to  rebuild  their  shattered  econ- 
omy while  fending  off  attacks  by  Saddam  loyalists.  And  at  the  time 
of  Wolfensohn's  statement,  the  U.S.  had  just  appointed  the  provi- 
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sional  Governing  Council,  which  is  composed  of  25  Iraqis  repre- 
senting all  ethnic  groups  and  sects  (except,  of  course,  pro-Sad- 
damites).  Within  24  months  free  elections  will  be  held — an  utter 
rarity  (except  in  Israel)  in  that  part  of  the  world.  The  council  itself 
is  far  more  representative  than  are  scores  of  governments  the  World 
Bank  routinely  plies  with  cash.  Zimbabwe,  which  has  long  been 
writhing  under  the  ministrations  of  thug-dictator  Robert  Mugabe, 
receives  World  Bank  assistance.  When  did  Belarus  last  hold  a  gen- 


uinely free  election?  Or  Algeria?  Or  Laos?  Or  war-racked  Liberi. 
The  terror-supporting  Islamic  dictatorship  of  Iran  qualifies  ft 
Wolfensohn's  largesse.  As  does  the  oppressive  regime  of  Syri; 
which  up  until  the  very  end  played  footsie  with  Saddam  and  hi 
long  been  a  haven  for  terrorist  groups.  And  on  the  list  goes. 

Wolfensohn,  who  opposed  the  war  in  Iraq  and  viscerally  di< 
likes  the  Bush  Administration,  should,  at  least,  apologize  for  h 
exercise  in  double  standards — or  have  the  decency  to  step  dowi 


Texas  Tackles  Toxic  Torts 


THE  DEPREDATIONS  OF  TRIAL  LAWYERS  AGAINST  THE  AMERICAN 
people  and  our  economy  are  finally  generating  effective  counter- 
attacks. One  of  the  most  impressive  efforts  to  bring  sanity  back  to 
our  courtrooms  has  occurred  in  Texas.  There,  a  no-nonsense,  get- 
it-done  governor,  Rick  Perry,  and  a  Republican  legislature  (first  time 
in  more  than  100  years  that  the  GOP  has  con- 
trolled both  houses)  have  passed  a  passel  of  the 
most  sweeping  judicial  reform  bills  in  Amer- 
ica. The  Lone  Star  State  has  long  been  a  play- 
ground for  pillaging  trial  lawyers.  No  longer. 
Among  the  positive  changes: 

•  Defendants  will  be  responsible  only  for  the 
portion  of  damages  for  which  they're  actually 
found  responsible.  No  more  deep  pockets. 
Often,  a  company  with  only  a  tangential  connec- 
tion to  a  case  is  hit  with  massive  damage  judg- 
ments merely  because  it  has  the  resources. 

•  In  class  actions,  plaintiff  fees  will  now  have 
to  be  reasonable  and  based  on  the  hours  actu- 
ally worked  by  the  lawyers.  Oft-times — if  you  compute  the 
hours  actually  worked — class  action  lawyers  wind  up  collecting 
fees  equivalent  to  tens  of  thousands  of  dollars  per  hour. 

•  In  many  cases  the  consumer  has  gotten  a  nominal  coupon, 
while  the  lawyers  have  been  paid  in  hard  cash.  Now,  "the  fee 
paid  to  class  counsel  must  be  in  cash  and  non-cash  in  the  same 
percentage  as  the  recovery  by  the  class." 

•  There  are  incentives  for  parties  to  make  and  accept  reasonable  pre- 
trial settlements.  "When  a  party  refuses  a  pretrial  settlement  offer 


Texas  vultures,  a.k.a.  tort  lawyers,  have 
met  their  match  in  Governor  Rick  Perry. 


that  turns  out  to  be  as  good  as  or  better  than  what  that  party  uli 
mately  wins,"  the  plaintiff  gets  hit  with  some  of  the  defendant's  cost 
•  There  is  now  a  15-year  statute  of  limitations  for  product-li; 
bility  claims,  except  in  cases  of  diseases  that  may  not  manife 
themselves  for  many  years  after  the  use  of  a  product. 

•  No  more  Texaco-like  bankruptcies.  Whe 
Texaco  was  hit  with  an  oudandish  multib: 
lion-dollar  award  in  the  1980s,  the  compan 
had  to  put  up  that  amount  as  bond  in  order 
appeal  the  judgment.  It  couldn't  and  had  to  fi 
for  Chapter  1 1 .  Now,  appeal  bonds  must  b 
reasonable  and  not  stand  in  the  way  of  a  defer 
dant's  appealing  an  adverse  decision. 

There  are  a  number  of  other  sensible  pre 
visions,  such  as  allowing  the  jury,  when  it 
determining  fault  and  cause,  to  know  whethe 
the  plaintiff  was  wearing  a  seat  belt  at  the  tim 
of  a  vehicular  accident.  Teachers  have  add: 
tional  protection  against  frivolous  litigatior 
Punitive  damage  awards  now  require  a  unanimous  jury  verdic 
And  retailers  can  no  longer  be  held  liable  for  a  defective  produc 
unless  the  retailer  was  actually  responsible  for  it. 

Governor  Perry  has  made  it  clear  he  will  push  for  addition; 
sensible  reforms  in  the  future.  Thankfully  for  Texas  and  the  U.! 
economy,  this  governor  means  business.  Unlike  so  many  otht 
states,  Texas,  for  instance,  did  not  resort  to  tax  increases  in  order  t 
deal  with  its  budgetary  problems.  Too  bad  we  couldn't  clone  Govei 
nor  Perry  and  have  the  clone  run  for  governor  of  California  this  fal 


West  at  Its  Best 


COWBOYS  &  INDIAN*.  \  HIGH-END  MAGAZINE  DEVOTED 
American  West,  recenfi  celebrated  its  tenth 
anniversary.  Americans1  interest  in  the  West 
has  picked  up  considerable  in  recent  years — 
just  look  at  property  values  in  Big  Sky, 
Mont.,  Jackson  Hole,  d  Santa  Fe, 

N.M. — and  this  public  iccessfully 

tapping  into  the  phenon  i< 

Published  eight  times  i  w  ys  & 

Indians  ropes  in  people 
West's  open  spaces,  un; 
straightforward  values.  Its 
written,  topical  and  occasioi 
articles  coupled  with  excellent  i 
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Paid  circulation  is  now  over  100,000;  its  audience  is  growing- 
and  affluent.  The  magazine  is  attractin 
overseas  interest  as  well,  with  readers  fror 
more  than  30  countries.  Each  issue  is  chock 
ablock  with  Western-themed  ads — antique 
jewelry,  clothing,  gear,  dude  ranches,  art,  fiu 
niture,  books,  videos,  music  and,  of  coursi 
property.  Think  of  a  Western  version  c 
Town  &  Country  combined  with  Archita 
tural  Digest  and  a  dash  of  American  Heritage 
and  you  have  Cowboys  &  Indians.  It's  well  o 
its  way  to  becoming  the  Western  magazin 
equivalent  of  the  King  Ranch:  awesomel 
dominant  in  its  field.  ' 
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PUBLISHERS  CLEWING  HOUSE 


s  Clearing  House  needed Mfe  of  credit  to  exnan 
for  them.  Learn  more  atOTcom.  We  see  what  y 
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"I  «l    I  \&        \+  I     I    W    I  V^  I  I    I  \^  I    I  «  ■    Now  you  can  burn  more  rubber  and  less  gas. 

t's  revolutionary  new  Hybrid  Synergy  Drive"  combines  a  gasoline  engine  with  a  powerful  electric  motor  that  never  needs  to  be 

Jd  in.  The  result?  Super-efficient,  super-charged  performance. 

ample,  Hybrid  Synergy  Drive  will  inject  a  V6  SUV  with  the  power  and  torque  of  a  V8.  Remarkably,  the  SUV  will  also  achieve  the 

|e  fuel  efficiency  of  a  compact  car  with  a  fraction  of  conventional  emissions. 

roundbreaking  yet  affordable  technology  will  hit  the  roads  this  fall  in  the  next  generation  Prius.  And  after  that,  it  will  be  available  in 

ind  more  Toyota  products  -  including  SUVs. 

ay,  all  cars  may  be  quicker  off  the  mark.  And  slower  to  leave  a  mark. 

i.  com/tomorrow       e2003 
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OTHER  COMMENTS 


The  rung  of  a  ladder  was  never  meant  to  rest  upon,  but  only  to  hold  a 
man's  foot  long  enough  to  enable  him  to  put  the  other  somewhat  higher. 

—THOMAS  HENRY  HUXLEY 


U.S.  Forecast:  Set  to  Grow 

•  We  expect  the  U.S.  to  grow  4%  in  the  second  half,  above 
consensus.  The  drivers  will  be  a  snapback  in  inventories  and 
business  investment.  The  positive  effects  of  faster  growth  will 
more  than  offset  the  negative  effect  of  higher  bond  yields. 

•  Interest  rate  increases,  like  bond  yield  increases,  are  an 
integral  part  of  the  reflation  process. 

•  Rather  than  putting  a  drag  on  the  economy,  the  increase 
in  Treasury  yields  is  an  integral  part  of  a  constructive  multi- 
year  reflation.  It  has  erased  the  May-June  deflation  buzz  and 
should  increase  the  chances  of  businesses  investing  and  buying 
inventory. 

—DAVID  MALPASS,  chief  global  economist,  Bear  Stearns 

Making  Money  A  [successful]  currency  reform  for  Iraq 
must, not  include  a  central  bank,  even  one  that  is  nominally 
independent.  Iraq's  history  suggests  two  alternatives  would  be 
superior  to  a  central  bank.  It  could  return  to  a  currency-board 
system  governed  by  a  foreign  national.  Ideally,  legislation  for  an 
Iraqi  currency  board  would  follow  the  model  of  the  classic 
British  currency  boards.  Bosnia  and  Herzegovina's  currency 
board  is  a  close  approximation  of  such  an  orthodox  system.  The 
system  inspired  confidence,  was  a  cohesive  force  in  unifying  a 
country  ravaged  by  civil  war  and  has  produced  sound  money. 
[Iraq]  could  also  "dollarize"  by  replacing  the  dinar  with  the  euro 
(or  the  greenback).  The  euro  has  international  acceptance,  and 
neither  the  U.S.  nor  Britain  uses  it,  which  may  be  something  of 
a  political  advantage  in  the  current  context.  Several  other  coun- 
tries have  replaced  their  local  currency  with  a  foreign  currency 


/ooc  c. 

p.  c 


"Let's  let  i  lay  through." 
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in  the  last  few  years,  including  Ecuador,  El  Salvador  and  E 
Timor  (which  use  the  dollar),  and  Montenegro  and  Kosc 
(which  use  the  euro). 

—STEVE  H.  HANKE,  professor,  Johns  Hopkins  Univers: 
senior  fellow,  Cato  Institute,  Wall  Street  Jour, 

.Llie  S  JLeSSOnS  There  is  nothing  so  easy  to  learn 
experience  and  nothing  so  hard  to  apply. 

—JOSH  BILLIN 

rllll  OF  i  ride  President  Tran  Due  Luong  recently  sa 
"I'm  very  proud  that  Vietnam  understands  and  fully  follows 
human-rights  issue.  We  do  not  lag  behind  other  countries 
this."  Sadly,  that  understanding  appears  highly  questionable 
light  of  the  draconian  sentence  just  handed  out  to  a  34-year- 
pharmaceutical  company  employee.  Pham  Hong  Son,  a  mark 
ing  executive  who  originally  trained  as  a  doctor,  has  been  jai 
for  13  years — and  for  good  measure,  also  sentenced  to  th 
years'  house  arrest  after  he  finishes  his  jail  term.  He  was  indie 
for  allegedly  spreading  antigovernment  propaganda,  accept 
funds  from  overseas  opposition  groups  and  seeking  to  "ad 
cate  pluralism  and  a  multiparty  system."  His  greatest  alle^ 
crime  apparently  was  to  have  posted  on  the  Internet  a  Vi 
namese  translation  of  an  essay — called  "What  Is  Derm 
racy?" — from  the  American  State  Department's  Web  site.  Ne 
mind  the  fact  that  a  translation  of  the  same  essay  had  be 
handed  out  several  times  before  by  the  American  embassy 
official  functions. 

— Far  Eastern  Economic  Rev\ 

NO  TWO  WayS  About  It  The  truth  is  incontrovt 
ible.  Panic  may  resent  it;  ignorance  may  deride  it;  malice  n 
distort  it,  but  there  it  is. 

—WINSTON  CHURCH 

Labor  Of  Love  The  Eighth  Annual  Wife  Carrying  Wo 
Championships  [took]  place  in  Sonkajarvi,  Finland  [in]  Ji 
Based  on  an  early-  1800s-practice  of  stealing  women  fr< 
neighboring  villages,  the  contest  involves  men  racing  aroun 
253.5  meter  [831  feet]  track  while  carrying  their  wife,  th 
neighbor's  wife  or  a  borrowed  wife.  If  the  contestant  drops 
wife  in  the  process,  15  seconds  are  added  to  his  time.  The  w 
ners,  the  man  and  woman  who  circle  the  track  the  fastest,  wi 
stack  of  prizes,  including  the  wife's  weight  in  beer. 

—2003  Geography  Calendar 
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TEACH    US    ABOUT 
CORPORATE    AND     INVESTMENT    BANKING? 


Success  requires  both  strength  and  imagination 


Today,  successful  competitors  are  increasingly  turning  to  financial  partners  who 
combine  the  expertise  and  insight  of  the  best  investment  banks  with  the  experience  and 
capital  of  leading  corporate  banks.  As  the  nation's  fifth  largest  financial  institution, 
Wachovia  Securities  is  uniquely  positioned  to  offer  both  the  imagination  and  the 
resources  to  make  things  happen.  Talk  to  us.  Together,  we  can  create  competitive  advantage. 


Wachovia. 
Securities 

ommort  Wisdom 


Corporate  Banking  •  Investment  Banking  ■  Equity  Capital  Markets  ■  Fixed  Income 


j  Securities  is  the  trade  name  for  the  corporate  anil  investment  hanking  seivincs rjj 
3  Wachovia  Corporation 
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MidCap  o^DR:  the  a      ■•  .  S&P  MidCap  400  in  one  share. 

Find  out  rtu  n    visit  um  ^.rom/MDY  or  call  1-S00-THE  AMEX. 


tdidCap  SPDR  information  and  a  prospectus,  including  potential  n  )| 
ully  before  investing. 
.  Distributors,  tm  .s  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 


night  be  surprised  how  many  opportunities  crawl  out. 


While  investors  search 
high  and  low  for  opportunities, 
many  of  the  best  are  right 
smack  in  the  market's  middle. 

That's  precisely  the  idea 
behind  MidCap  Spiders: 
exchange  traded  funds  that 
deliver  the  whole,  diverse 
S&P  MidCap  4.00  at  once. 

Each  share  represents  the 
whole  basket  of  S&P  MidCap 
400  stocks,  just  like  a 
traditional  index  fund. 
But  you  buy  and  sell 
MidCap  Spiders  (MDY) 
just  like  a  stock.  In  fact,  you 
can  trade  them  all  day  long. 
So  they're  the  best  of  both 
worlds — made  even  better  by 
low  management  fees! 

MidCap  Spiders  are  one 
of  more  than  IOO  exchange 
traded  funds  lifted  on  the 
American  Stock  Exchange. 
\bur  advisor  can  tell  you  more. 
Mid-size  companies  are  a 
fascinating  species.  MidCap 
Spiders  are  an  excellent  way  to 
add  them  to  your  collection. 

MidCap 
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»Rs  are  subject  to  risks  including  possible  loss  of  pri  pal.  Pas*     erformance  is  no  guarantee  of  future  results. 

400  and  MidCap  SPDR  are  trademarks  of  The  I  'lf     ancl  have  ,5een  licensed  for  use  by  PDR  Services  LLC 

n  Stock  Exchange  LLC.  MidCap  SPDRs  art-  '>  promoted  by  Standard  &  Poor's  and  Standard  &.  Poor  s 
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The  client  litmus  test  that  any  IT  research/advisory  firm  must 
pass  is  simple.  Are  its  research  and  guidance  unbiased  and 
actionable?  At  META  Group,  we  distinguish  ourselves  by 
delivering  objective,  practical  research  and  guidance  that 
can  actually  be  used.  In  fact,  in  a  recent  survey  of  our  clients 
who  also  use  Gartner,  our  objectivity  was  rated  more 
valuable  by  over  2  to  1*  What  kind  of  guidance  can  we 
provide  you?  Our  phone  number  might  be  a  good  start: 
Call  800-945-META  or  visit  metagroup.com 


•Survey  ( onducterf  by  META  ;  ,  Bpresent  cl.ents  who  use  both  META  Group  and  Gartner  and  who  expressed  a  preference. 


UPRENT  EVENTS 


Ernesto  Zedillo,  former  president  of  Mexico 
•ctor,  Yale  Center  for  the  Study  of  globalization 


To  Be  or  Not  to  Be  at  Canciin 


GATT/WTO  MULTILATERAL  TRADING  SYSTEM  HAS  BEEN  A 
erful  engine  of  prosperity  during  the  last  half-century,  deliver- 
i  twentyfold  increase  in  world  trade.  Throughout  its  existence, 
ever,  this  system  has  been  more  an  instrument  of  progress  for 
loped  countries  than  for  developing  countries.  The  trade  play- 
ield  is  tilted  against  the  latter.  The  remaining  protectionism  of 
istrialized  countries  is  concentrated  in  sectors  of  big  export 
•est  to  developing  countries,  and  the  system  has  been  increas- 
r  loaded  with  rules  that  are  more  an  impediment  than  an  incen- 
to  developing  countries'  engagement  in  international  trade, 
rhe  Doha  Round  was  launched  in  November  2001  to  fur- 
trade  liberalization  and,  very  importantly,  to  at  last  address 
developing  countries'  concerns  about  the  system's  imbal- 
;s.  The  Round's  negotiations  have  so  far  been  a  story  of 
>ed  deadlines,  unattained  agreements  on  any  of  the  con- 
ious  issues  and,  consequently,  mounting  frustration. 

lains  on  the  Stage 

cultural  liberalization  has  been  the  main  stumbling  block  in  the 
1a  Round  negotiations,  with  the  European  Union  playing  the 
of  chief  villain,  albeit  supported  handsomely  by  Japan.  The  EU 
d  to  make  a  serious  negotiating  proposal  before  the  Mar.  31 
Uine.  Actually,  the  EU  couldn't  have  made  such  a  proposal  with- 
first  reforming  its  infamous  Common  Agricultural  Policy 
P),  something  it  finally  announced  in  June.  The  CAP  reform,  by 
ating  the  decoupling  of  subsidies  from  production  levels,  is  a 
in  the  right  direction.  But  contrary  to  some  premature  claims,  it 
m't  yet  put  the  EU  on  the  stage  of  serious  WTO  agricultural 
Dtiations.  To  get  there,  European  officials  will  have  to  divulge 
'  they're  going  to  dismande  their  huge  export  subsidies  and  sig- 
andy  reduce  their  obscene  restrictions  on  agricultural  imports. 
Unfortunately  the  EU  is  not  the  only  villain  in  the  Doha  Round 
na.  The  U.S.  destroyed  its  strong  leadership  position  won  at  the 
ind's  launch,  first  by  imposing  steel  tariffs  and  adopting  the 
l  bill,  and  later  by  blocking  a  deal  that  would  have  given  poor 
ntries  access  to  cheap  essential  medicines  without  violating 

0  provisions  on  intellectual  property  rights  (TRIPS).  That  deal 
been  accepted  by  all  other  WTO  members  last  December.  The 
'  handling  of  this  issue  has  made  for  bad  economics  and  worse 
e  diplomacy.  After  all,  the  WTO's  core  mission  is  to  promote 
trade,  not  to  enforce  through  trade  sanctions  the  monopoly 
ts  contained  in  patent  protection.  Conceivably  there  arc 

port  innovation  that  are  more  efficient  economically  and  ■:  dally 

1  trade  sanctions.  In  fact,  a  powerful  case  can  be  rrv       or  not 


having  the  WTO  be  the  guardian  of  intellectual  property  rights 
or,  at  least,  for  removing  medicines  from  the  TRIPS  agreement. 
In  practice,  poor  countries  are  willing  to  settle  for  much  less 
than  these  radical  options;  they  simply  want  the  TRIPS  agree- 
ment amended  to  allow  producers  of  generic  drugs  to  export 
them  to  poor  countries  that  are  confronting  health  crises  and 
have  no  domestic  capacity  to  produce  medicines.  This  proposal 
contained  provisions  to  prevent  the  reexportation  of  these  medi- 
cines to  rich  countries.  Nothing  would  help  restore  the  U.S.'  cred- 
ibility in  the  trade  talks  more  than  if  the  U.S.  dropped  its  unwar- 
ranted opposition  before — not  during — the  Canciin  meeting. 

Convert  Failure  to  Opportunity 

Rather  than  muddling  through  the  meeting  at  Canciin,  trade  min- 
isters should  use  it  as  an  opportunity  to  reassess  the  entire  process 
of  multilateral  trade  liberalization.  If  the  objective  is  to  build  a  sys- 
tem with  the  greatest  potential  to  support  the  economic  growth  of 
both  developed  and  developing  countries,  the  ministers  should 
conclude  that  in  the  long  run  the  system  must  have  two  essential 
features.  First:  It  must  achieve  the  total  removal  of  barriers — tariff 
and  nontariff — to  all  trade  in  goods  by  both  developed  and  devel- 
oping countries.  It  must  also  accomplish  substantial,  across-the- 
board  liberalization  of  trade  in  services.  Second:  To  be  equitable  to 
all  participants,  the  system  must  provide  universal  enforcement  of 
the  principles  of  reciprocity  and  nondiscrimination.  However,  this 
does  not  preclude  the  implementation  of  special  and  differential 
provisions  to  help  developing  countries  adjust  more  smoothly  to 
free  trade.  But  these  provisions  must  be  strictly  temporary. 

Ministers  should  also  consider  that  the  most  useful  WTO  would 
be  one  focused  only  on  trade  liberalization  and  therefore  relieved  of 
other  global  governance  duties  that  could  be  better  performed  by 
other  multilateral,  regional  or  national  entities.  Consequendy,  the 
Doha  Round's  agenda  must  be  adjusted  to  make  market  access  of 
goods  and  services  its  sole  purpose.  Negotiations  on  multilateral 
agreements  on  investment  and  competition  must  be  dropped. 

The  Doha  Round  must  be  saved,  not  buried,  at  Canciin.  But  its 
reinvigoration  will  not  be  achieved  by  means  of  some  marginal 
ai;reements  on  a  few  points  in  the  existing  agenda.  Bold  decisions 
are  needed  to  adopt  a  grand  vision — one  that  is  pro  growth  and 
development.  But  this  will  not  be  possible  unless  the  pivotal  builders 
of  the  GATT/WTO  framework,  the  U.S.  and  Europe,  embrace  their 
responsibilities  as  the  world's  largest  economies,  understanding  that 
they  will  also  be  big  winners  from  further  trade  reform.  The  U.S. 
and  the  El  must  decide  to  be  or  not  to  be  at  Canciin.  F 


\rl\e  Ernest0  Zedi,l°'  director-  Yale  Cer!,er  far  rt    Study  of  Globalization,  former  Pr™dent  °f  Mexico;  Lee  Kuan  Yew,  sen/or  minister  of  Singapore;  and 

Paul  Johnson,  eminent  British  historian  and  author,  m  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rofafe  in  writing  this  column.  To  see 
past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.som/currentevenfs. 
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7-Eleven  chose  Oracle  E-Business  Suite  to  increase 

supplier  information  accuracy,  lower  costs, 

and  support  its  5,800  stores 


oracle.com/success 
or  call  1.800.968.4664 


Copyright  C  2003  eserved.  Oracle  is  a  registered  trademark  of  Oracle  Corporation  and/or  its  affil 
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Rich  Karlgaard,  publisher 


The  Real  California  Problem 


FORNIA  BOUGHT  ENERGY  CONTRACTS  AT  MINIBAR  PRICES, 
the  comedian  Dennis  Miller.  The  governor  who  got  Cali- 
1a  into  its  S38  billion  deficit  jam  is  said  to  be  meaner  than 
ard  Nixon,  blander  than  Gerald  Ford,  more  ineffectual  than 
iy  Carter — and  that's  from  his  supporters.  About  the  best 
I  one  can  say  about  Governor  Gray  Davis  is  that  he's  not 
ly  incompetent.  He's  unlucky,  too.  California  took  in  44% 
;  revenue  from  fewer  than  10,000  capital  gains  tax  payers  in 
.  When  the  easy  money  flew  off,  so  did  the  tax  receipts. 
(ut  here's  California's  real  problem.  It  is  out  of  step  with  the 
ip  Revolution.  The  price  of  a  2,200-square-foot  home  on  a 
ter-acre  in  Palo  Alto,  with  cracked  linoleum  floors  and 
ado-colored  appliances,  remains  the  highest  in  the  country: 

million  (down  from  last  year's  $1.5  million).  There  is  a 
rted  30%  glut  of  office  space  in  Silicon  Valley  and,  unoffi- 
y,  it  may  be  as  high  as  40%.  This  means  you  can  now 
tiate  your  way  into  a  second-rate  office  with  smelly  carpets 
nder  $30  a  square  foot  per  year.  Congratulations! 
iood  thing  California  counters  its  toppy  infrastructure  costs 

America's  best  public  schools,  low  taxes  and  business- 
dly  regulations.  Yeah,  right! 

jet's  meet  two  ex-California  entrepreneurs.  Both  expats  say 
could  not  find  much  gold  in  the  Golden  State  today: 
ilrew  Field — Printingforless.com,  Livingston,  Mont.  You  met 
last  year  (see  Digital  Rules,  Sept.  30,  2002).  Field  owned  a 
t  shop  in  Livingston,  population  6,851,  that  was  barely 
king  even.  In  1998,  while  fishing  the  Yellowstone  River,  he 
in  idea:  There  must  be  scads  of  small-town  printers  like  me, 
e  same  boat,  as  it  were — big  debt  payments  on  the  printing 
>  and  not  enough  work  to  pay  it  off.  Hmmm.  Why  not  use 
Meb  to  aggregate  small  fries  like  myself  into  a  single  virtual 
i  with  national  reach? 
:ield  has  done  just  that. 

.ast  year  Field  had  confided  to  me  over  Moose  Droo!  ales 
Printingforless.com  would  take  in  $8  million  in  2002 — an 
tfold  rise  in  four  years.  Impressive.  In  July  I  landed  my 
ane  on  the  narrow,  windswept  runway  on  a  bluff  outside 
lgston  and  visited  Field  again.  I  wanted  to  see  ho>  things 
:  going — whether  his  company  had  hit  any  pothoies.  Field 
ed  me  up  at  the  runway  and  we  drove  to  his  office.  On  the 
we  stopped  for  cold,  bottled  water  across  the  road  from  the 
jw  Grain  Elevator,  the  tallest  building  in  Livingston 
[arley-Davidsons  roared  by. 

-ield  has  75  employees  and  six  dogs  crammed  into  ihe  oki 
ngston  Creamery.  It  was  a  90-degree  day,  and  the  1  from 
Macintosh  computers  had  the  office  cooking  i.rees. 

-ybody  wore  shorts  and  sandals.  Service  rep:        ;atily 


worked  the  phones,  asking  customers  such  questions  as:  "Are 
the  faces  in  the  Photoshop  file  you  just  e-mailed  me  really  sup- 
posed to  be  green?  If  not,  we  would  be  happy  to  correct  them." 

This  year  Printingforless.com  will  do  $  1 2  million  or  better — 
up  50%  from  last  year.  Field  has  added  service  reps  with  back- 
grounds in  color  processing  and  printing  to  make  sure  the  cus- 
tomers always  get  flesh-toned  faces  in  their  brochures.  This  new 
service  kicker  protects  Field  from  any  challenger  who  thinks 
Printingforless.com  simply  brokers  excess  printing  capacity  for 
the  cheapest  price. 

•  Mike  and  Toni  Sottak — Wired  Island  Ltd.,  Turks  and  Caicos 
Islands.  If  you  carry  around  a  full  tank  of  envy,  please  don't  read 
this  next  one.  Your  jealousy  is  likely  to  erupt  and  consume  you. 

Mike  and  Toni  Sottak  live  on  the  island  of  Providenciales,  in 
the  Turks  and  Caicos  Islands,  a  British  dependency  in  the 
Bahamas.  Five  years  ago  they  were  Silicon  Valley  commuters. 
Mike  would  get  up  at  4:30  a.m.,  depart  his  San  Francisco  drive- 
way at  5:30,  and  for  the  next  two  hours  bump  and  grind  his  way 
down  Highway  101  to  a  public  relations  job  in  San  Jose.  His  wife, 
Toni,  had  a  mere  90-minute  slog  to  her  p.r.  job  in  Menlo  Park. 

Mike  and  Toni  are  still  in  p.r.  They  run  a  firm  called  Wired 
Island  from  a  two-story  building  off  the  Leeward  Highway  in 
Providenciales.  Their  clients  are  mostly  in  the  semiconductor 
field  and  include  Xilinx  and  Broadcom  in  the  U.S.  and  Char- 
tered Semiconductor  in  Singapore.  Mike  and  Toni  have  a  dozen 
or  so  freelancers  working  for  them  who  are  based  in  the  U.S.  But 
Mike  says  his  and  Toni's  face-to-face  contact  with  clients  is 
necessary  only  "once  a  quarter  or  so.  Truthfully,  it's  overrated." 

One  morning  last  month  the  Sottaks,  their  nephew  and  I 
chartered  an  ancient  Piper  Aztec  twin-engine  plane  and  flew 
over  the  islands  at  1 50  feet.  We  buzzed  the  house  of  actor  Bruce 
Willis,  on  Parrot  Cay — 10,000  square  feet  and  one  bedroom, 
according  to  local  gossip.  Mission  accomplished,  we  landed  and 
repaired  to  Danny  Buoy's,  an  Irish  pub  and  grill  that  Mike  and 
Toni  recently  built  from  Wired  Island  profits.  "We're  the  first  bar 
on  the  island  to  serve  Guinness  draft,"  Mike  says  proudly. 

Mike  and  Toni  (they  have  a  3-year-old  daughter  and  another 
baby  due  in  November)  own  two  homes — one  on  Providenciales 
and  a  ski  chalet  on  Stratton  Mountain  in  Vermont.  These  two  sto- 
rybook dwellings  cost  about  the  same  as  that  $1.2  million  stinker 
in  Palo  Alto  with  stained  toilet  bowls  and  avocado-colored  oven. 

Andrew  Field  owns  a  custom  home  on  22  acres,  a  half-hour 
south  of  Livingston.  He  has  a  perfect  view  of  Pine  Creek  Peak,  a 
glacier.  Field  thinks  he  could  get  $250,000  for  his  spread. 

I  almost  feel  sorry  for  Gray  Davis.  F 

InVYf*f^f»C  I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karigaard 

%^Ji£U»ii5Fom  I  ore-mailhimatpublisher@forbes.com. 
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Down-to-earth  investing:  Arthur  Temple  Jr. 

Stick  With  Land 

Arthur  Temple  Jr.,  83-year-old  patri- 
arch of  the  East  Texas  timber  for- 
tune clan  on  The  Forbes  400  family 
list  through  1996,  is  seeking  a  $5.8  million 
refund  from  the  Internal  Revenue  Service 
of  extra  gift  taxes  and  interest  levied  on 
him  and  his  late  wife's  estate.  Suing  in  the 
federal  court  of  hometown  Lufkin,  Tem- 
ple says  the  feds  put  too  high  a  value  on 
land  partnership  interests  given  to  family 
members,  presumably  for  estate  plan- 
ning. Temple,  whose  grandfather  started 
with  7,000  acres  of  piney  woods  in  1894, 
was  once  chairman  and  largest  share- 
holder of  what's  now  AOL  Time  Warner. 
— Janet  Novack  and  William  P.  Barrett 


Win  Some,  Lose  Some 

California  supermarket  investor 
Forbes  400  member  Ronald  Burkle 
puted  a  statement  here  in  late  2001 
his  $25  million  investment  in  Si 
Worldwide — a  marketing  firm  he 
chaired,  then  involved  in  a  scandal 
McDonald's  game  cards — was  "im 
iled."  Now?  The  stock  has  been  deli 
Simon's  losses  have  led  to  a  negative] 
worth  and  the  work  force  is  down  9 
Simon's  just-filed  10-K  says,  "Ther 
substantial  doubt  about  the  compa 
ability  to  continue  as  a  going  conce 
No  comment  from  Burkle.       — WJ 


Make  Stansberry  Pay?  ffl 


It's  been  a  rough  year  for  Baltimore 
vestment  newsletter  editor  F.  Po 
Stansberry.  First,  the  Securities  & 
change  Commission  sued  him,  ailed 
his  Pirateinvestor.com  newsletter  p 
lished  what  it  touted  as  inside  infor 
tion  that  proved  to  be  false.  Then  M 
a  financial  research  unit  of  Reuters,  a| 
ogized  to  subscribers  who  objecte 
this  headline  put  over  a  transmi 
Stansberry  report  this  summer  prec 
ing  a  fall  in  China's  currency:  "Make 
Chinese  Pay."  Says  Stansberry,  who 
nies  the  SEC  civil  charges,  "I  wrote  ! 
catch  people's  attention."  — Peter  Kt 
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AOL  Time  Warner  recently  invited  editors  from  25  women's  magazines— including 
titles  like  Glamour,  Elle  and  Good  Housekeeping— to  New  York's  swank  St.  Regis  Hote 
talk  up  AOL's  9.0  software  upgrade.  Below,  much  of  what  the  ailing  firm— now  under  f 
eral  investigation  for  questionable  accounting— offered  each  attendee.  AOL  says  oth[ 
primarily  funded  this  largesse.  The  named  magazines  had  no  comment.  —Leigh  Gallag  ore 

GIFT  ESTIMATED  VALUE 

Antioxidant  facial  peel  and  foilow-up  $450 

Consultation  with  high-end  matchmaking  service  425 

AOL  one-year  subscription  290 

Treatment  session  at  St.  Regis  spa  225 

:  'Intorola  IM  personal  messenger  100 

s,i!ored  cocktail  sugars  in  set  of  four  tins;  truffles  75 

>!  Fropez  li  stant  Tanning  System  50 

Oi  gins  silver-tip  white  tea  lotion  and  accessories  40 

.anicure  30 
Bangs-Mmmingkit 
tAL 

1 
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So  Much  for  Diversity 

.  National  Bureau  of  Economic  Research  study  says  that  better-lookin 
rofessors— especially  males— receive  more-favorable  classroom  eval- 
ations  from  their  students.  University  of  Texas  economists  Daniel  S. 
lamermesh  and  Amy  M.  Parker  say  the  glowing  reviews  can  help     a 
:ad  college  officials  to  issue  merit  pay  raises.  The  authors  think 
s  possible,  although  unprovable,  that  handsome  professors      \ 
sally  are  better  teachers,  if,  say,  their  students  give  them 
jller  attention  in  the  classroom.  Here's  the  full  title  of  the  ar-    I  ,' 
cle:  "Beauty  in  the  Classroom:  Professors'  Pulchritude  and 
utative  Pedagogical  Productivity."  —  J.N.  and  W.P.B. 


infnrmfir@fnrhfis.nnm 


atch  What  You  Wish  For 

scribing  the  new  Public  Company  Ac- 
inting  Oversight  Board,  SEC  Chairman 
liam  Donaldson  recently  told  journal- 
ill  Washington,  D.C.:  "None  of  you 


kaboo!  William  Donaldson. 

quite  gotten  an  acronym  for  it  yet." 
ually,  Horbes.com,  among  others,  al- 
ly derisively  had  dubbed  PCAOB — cre- 
i  by  a  panicky  Congress  after  several 
-company  accounting  scandals — as 
ekaboo."  Maybe  it  really  should  be 
i  Vic  In  the  1980s  the  Federal  Savings 
,oan  Insurance  Corp.  earned  a  simi- 
y  pejorative  handle — "Fizzlick" — just 
are  the  collapse  of  the  thrift  industry  it 
ptly  regulated,  which  cost  taxpayers 
ions  of  bailout  dollars. 

—J.N.  and  W.P.B. 

ist  Office  Should  Gloat 

ng  FedEx  instead  of  the  U.S.  Postal 
vice  hurt  Tulsa's  Tiger  Natural  Gas. 
z  Board  of  Contract  Appeals  ruled 
er  missed  the  90-day  deadline  for  con- 
ing a  federal  contract  decision.  For 
iled  appeals,  the  postmarked  date  gov- 
s;  otherwise,  appeal  papers  have  to  be 
he  board's  Washington  offices  by  the 
idline.  On  the  airbill  Tiger  listed  the 


right  street  address  but  no  room  or 
phone  number.  A  FedEx  courier  testified 
that  it  took  her  1 1  days  to  deliver  to  the 
right  office — wildly  blowing  the  dead- 
line— blaming  that  missing  data  plus  un- 
helpful federal  workers  she  met  in  hall- 
ways. An  "unfortunate  adventure,"  the 
board  wrote  unanimously,  but  not  worth 
a  hardship  exception.  — J.N.  and  W.P.B. 

This  Year  No  Disneyland 

California  has  boosted  enforcement  of  a 
law  on  nonresidents.  If  they  park  a  plane 
or  yacht  owned  less  than  90  days  in  the 
state  for  even  a  minute,  they're  liable  for 
an  8.5%  "use  tax"  on  full  value.  Pending 
legislation  would  extend  the  catch-'em 
period  to  six  months.     — Tomas  Kellner 

Better  Late  Than  Never 

The  federal  watchdog  General  Account- 
ing Office  is  keeping  secret  283  audits, 
dating  back  as  far  as  1959.  Public  records 
researcher  Michael  Ravnitzky  says  the  list 
includes  a  1972  report  on  the  Inter- 
American  Development  Bank  and  a  1977 
"survey  of  bogus  electronic  devices."  He 
says  the  GAO  is  now  working  to  release 
the  withheld  documents.  — W.P.B. 


Really? 


New  software  Block  Al!  Spam  is  promot- 
ing itself  with  ...  unsolicited  e-mail.  A 
Los  Angeles-based  publicist  working  for 
the  West  Hills,  Calif,  outfit  sent  the  mis- 
sives to  far-flung,  personally  unknown 
journalists,  offering  free  trial  downloads 
of  what  it  called  "the  best  antispam  solu- 
tion around."  Declares  a  spokesman, 
"You  know  how  bad  the  spam  problem  is 
these  days."  — Daniel  Fisher  and  W.P.B. 
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ON  MY  MIND 


By  David  M.  Cutler,  professor  of  economics  at  Harvard  University  and  author  of  a  forthcoming. 

BOOK,  YOUR  MONEY  OR  YOUR  LIFE:  STRONG  MEDICINE  FOR  AMERICA'S  HEALTH  CARE  SYSTEM. 

Pay  for  Performance 

If  the  government  is  going  to  plunge  deeper  into  medical  insurance,  it  should 
reward  providers  when  they  do  their  job— and  punish  them  when  they  screw  up. 


WHEN  IT  COMES  TO  A  NEW  MEDICARE  DRUG  BENEFIT,  LIBERALS 
and  conservatives  have  good  reason  to  be  nervous  about  who 
should  run  it.  Both  the  government's  Medicare  program  and 
the  private  sector  have  underperformed  in  delivering  health 
care  to  consumers.  That's  why,  in  any  reform  that  emerges,  we 
should  try  something  radically  different:  Link  government 
payments  to  the  quality  of  ser- 
vices provided.  This  will 
undoubtedly  unleash  howls 
from  doctors  and  hospitals,  but 
paying  more  when  services  are 
appropriate  and  done  well — and 
less  when  quality  is  lower — will 
create  incentives  for  a  truly  effec- 
tive Medicare  system. 

In  contrast  to  virtually  all 
other  industries,  payment  for 
medical  services  bears  almost  no 
relation  to  the  quality  of  the  ser- 
vices provided.  Most  private 
insurance  plans — along  with  the 
government,  in  the  most  com- 
mon drug  benefit  proposals — 
pay  the  same  amount  for  each 
prescription.  A  prescription  for 
Prozac  to  treat  severe  depression 
is  reimbursed  the  same  as  Prozac 
taken  for  the  temporary  blues  or 
other  reasons.  There  is  no  bonus 
for  good  care,  or  penalty  for 
missed  opportunities. 

The  result  is  i  vstem  where  quality  can  be  fantastic,  but  where 
it  often  fells  s  i  ly  short.  A  quarter  of  the  elderly  use  drugs 

that  studies  show  thi  y  don't  need.  At  the  other  end  of  the  scale, 
millions  of  depressed  p  >ople  are  not  diagnosed,  not  given  the 
right  prescript  i'  i     iven  help  following  through.  Yes,  mea- 

suring quality  of  cai  -  Icy,  but  it's  not  impossible.  There  are 
well-defined  stand  j  particular  drugs  are  appropri- 

ate, which  the  govern]  x   i    el  ting  payments. 

Let's  say  an  antidep  3    ;     :    1         nth.  A  govern- 

ment insurance  plan  might  thi       I  ient  had  a  diagno- 

sis of  major  depression  (where  clinical  ti  ials  show  a  large  treat- 
ment benefit)  and  perhaps  $50  if  symptom  fell  short  of  that 
(where  clinical  evidence  is  less  clear).  Prescriptions  without  an 
approved  use  would  not  receive  insurance  reimbursement. 

Similarly,  the  ent  coulJ  measure  how  well  physi- 
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"In  contrast  to  virtually  all  other  industries, 

payment  for  medical  services  bears  almost  no 

relation  to  the  quality  of  services  provided." 


cians'  prescribing  behavior  matches  guidelines.  Organizatic 
such  as  the  National  Committee  for  Quality  Assurar 
have  compiled  guidelines  for  good  care.  Were  people  with  c 
pression  prescribed  an  appropriate  medication  or  referred 
a  qualified  specialist?  Did  people  with  high  cholesterol  rece 
a  prescription  for  a  statin?  Each  year,  physicians  would 

graded  on  those  criteria.  Dc 
tors  who  did  well  would  rece 
a  bonus  from  Medicare — I 
superior  performance,  may 
10%  of  income. 

In  a  system  of  private  insi 
ance  plans  the  government  coi 
pay  insurers  an  amount  cont 
gent  on  how  well  prescription  1 
matched  guidelines.  Plans  giv 
appropriate  care  to  patiei 
would  receive  a  bonus.  Studies 
the  good  HMOs  show  that  qua! 
improvement  is  possible.  Heal 
Partners,  an  HMO  in  Minnear. 
lis,  doubled  its  perfomance  on 
abetes  care  a  few  years  back 
contacting  physicians  about  d 
ease  management  and  refills.  Pi; 
that  make  care  difficult,  as  1 
Medicaid  program  in  Washingt 
State  did  when  it  lowered  ph. 
macy  payments  so  much  tl 
many  local  pharmacies  dropp 
out  of  the  program,  would  be  penalized  financially. 

Without  a  pay-for-performance  system,  reforms  that  contr 
out  Medicare  benefits  will  just  replicate  the  managed  care  deba 
of  the  1990s.  Managed  care  insurers  earn  a  fixed  amount ) 
enrollee,  with  profits  made  when  costs  are  kept  low.  The  resul 
predictable.  Insurers  skimp  on  services  and  avoid  serving  the  si 
Already,  managed  care  plans  participating  in  Medicare  are  c 
ting  back  on  prescription  drug  coverage  or  pulling  out  of  1 
market.  Continuing  this  trend  will  only  make  matters  worse. 

Will  my  plan  create  a  vast,  Hillary  Clinton-like  bureaucr; 
to  monitor  performance?  I  don't  think  so.  Doctors  already  h; 
to  tell  Medicare  what  they  diagnose  to  get  reimbursed.  Incort 
rating  prescription  information  involves  little  additional  effo 
Medicare  reform  can  be  a  great  benefit,  but  not  if  we  repeat 
failures  of  the  past.  By  paying  for  prescriptions  the  right  way, 
can  have  a  system  that  works,  not  one  that  creates  headaches. 
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op  Brushing    I  Start  Sonicare 


For  whiter  teeth  and  healthier  gums  in  28  days. 

Introducing  the  new  Sonicare  Elite,  by  Philips. 

Start  believing  that  traditional  toothbrushing  is  over.  Experience  next-generation 
sonic  technology  and  bristle  tips  that  move  three  times  faster  than  all  other  leading 
power  toothbrushes.  Sonicare  Elite's  powerful  cleaning  action  reaches  deep  between 
teeth  and  below  the  gumline. 


Start  receiving  clinically  proven  benefits  -  Sonicare 
provides  superior  plaque  removal,  reduces  coffee,  tea 
and  tobacco  stains,  and  reverses  gingivitis.  Experience 
the  Sonicare  difference.  Ask  your  dental  professional 
about  the  new  Sonicare  Elite. 
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powerful  cleaning  action 


:are.com 


PHILIPS 


sonicare 

the  sonic  toothbrush 


I  AM  A  CISCO  1200 
SERIES  DUAL 
BAND  WI-FI 
ACCESS  POINT. 


D 
ll 

u 


AM  70  MORE 
1INUTES  OF 
RODUCTIVITY  PER 
MPLOYEE  PER  DAY 

A  A  CISCO  WIRELESS  NETWORK.  I  HAVE  THE  POWER  TO 
NNECT  EMPLOYEES  TO  VITAL  DATA  WHEREVER  THEY  ARE. 
D  DO  IT  SECURELY.  THAT  SAVES  TIME.  THAT  SAVES  MONEY. 
\T  IS  POWERFUL.  I  AM  MORE  THAN  A  CISCO  1200  SERIES 
AL  BAND  WI-FI  ACCESS  POINT. 


Cisco  Systems 


THIS  IS  THE  POWER  OF  THE  NETWORK.  HOW. 

cisco  com /mobility  now 
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FOLLOW-THROUGH 


SEPTEMBER  2,  2002 

Medical 
E-Gang 


Last  year's  teqhmiirafflrs:  Michael  Br 
(second  from  right)  Kari  Stefansson  (s 


In  last  year's  spotlight  on  high-tech 
innovators  we  focused  on  eight  med- 
ical visionaries  (see  p.  94  for  this 
year's  E-Gang).  These  wired  doctors 
were  using  technology  to  drag  their 
notoriously  undercomputerized  profes- 


sion into  the  information  age.  Their  lat- 
est accomplishments: 

Claire  Fraser,  head  of  the  Institute  for 
Genomic  Research  in  Rockville,  Md.,  a 
nonprofit  leader  in  automated  gene 
sequencing,  has  turned  her  attention 

to  the  genetics 
of  cancer.  In 
May  she  lured 
National  Can- 
cer Institute 
genomics  whiz 
Robert  Straus- 
berg  to  her 
institute. 
Strausberg's 
goal:  Identify 
the  genetic  fin- 
gerprints of 
deadly  tumors. 
Strausberg 
estimates  that  a 
small  fraction  of  cancer-causing  gene  vari- 
ants have  been  found  so  far. 

He  hopes  to  use  Genomic  Re- 
search's enormous  sequencing  capac- 
ity— it  has  essentially  tripled  in  the 
past  year — to  find  most  of  the  rest, 


.an  Rosenfeld 
Fraser. 


opening  up  leads  for  new  drugs  and 
agnostic  tools. 

Icelandic  neuroscientist  Kari  Stefa 
son  has  made  great  strides  in  his  proj 
to  isolate  the  genes  for  dangerous  dis 
ders  like  diabetes,  stroke  and  Parkinsc 
disease.  Since  our  story,  Stefansso 
Reykjavik  company,  DeCode  Genet 
has  discovered  three  genes  linked  to  h« 
attacks.  Stefansson  has  already  identii 
drugs  that  are  likely  to  block  the  ger 
function. 

On  the  intensive-care  front,  spec 
ists  Brian  Rosenfeld  and  Michael  Bi 
low  have  expanded  their  radical  syst 
of  remote  monitoring  equipment.  "1 
setup  makes  it  possible  for  one  docl 
to  care  for  patients  in  several  intensil 
care  units  at  once.  Their  company,  rj 
vately  held  Visicu  in  Baltimore,  will  hi 
the  electronic  ICU  in  30  hospitals| 
year-end,  with  signed  contracts  for 
more.  At  Tripler  Army  Medical  Cerl 
in  Honolulu,  it  is  being  used  to  remoj 
monitor  sick  patients  in  Guam  who  c| 
erwise  might  have  to  be  airlifted  thij 
sands  of  miles. 

— Robert  Langreth  andZina  Mouk 
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Exchange  Under  the  Spotlight  The  sooner  the 

New  York  Stock  Exchange  Governors  realize  the  value  to  the  nation 

and  to  The:1     v~>  institution  of  constructive  work  to  attract  a  huge 

watis  n&\\  investors,  the  better  will  become  the  outlook  all 

s  are  cofn;>  exclusive"  organizations  are  apt  to 

.  ?  shtHi  shrift  from  a  ctamct-vafized  electorate.  An  institution 

;  cesas;  mum  u'ity  of  trading  nothing  less 

•  t/alije  o':  .  *  bonds  is  in  clanger  of  being  dealt 

*■•■  -rats  -  irt  the  public. 
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newQiana 
V  that  it  fir&t  , 
nally  introduce  i  ,    i 
President  Dr.  Wall;vx 
t  >ti  tM  works  for  net. 
pen     'ore  money 
fiber.  But  ti       *  rpenditi 

■  cacseU 
id  is  supei 


moment  it  will  be  sold  primarily  for  use  in  high-priced  women's  fat 
ions.  When  DuPont  officials  unveiled  Qiana  to  the  press,  a  respect 
industry  consultant  told  them,  "I  think  that  you  have  eliminated  fn 
the  vocabulary  of  the  younger  generation  a  four-letter  word— 'silk. 

DuPont  is  backing  scientists  at  the  Massachusetts  Institute 
Technology  who  are  trying  to  mass  produce  a  synthetic  equivalent 
spider  silk,  which  is  tougher  per  gram  weight  than  steel. 

iun.it  tern 

r  enSIOn  r  IX  Experts  are  warning  that  the  federal  agency  ft 
guarantees  corporate  pensions  is  headed  for  major  financial  trout 
Congress  should  quickly  enact  two  sensible  reforms.  One  would  b 
companies  with  underfunded  pensions  from  promising  bigger  bene)  J 
to  future  retirees.  Another  sensible  change  would  be  for  the  Penti  j 
Benefit  Guaranty  Corporation  to  charge  premiums  based  on  the  cc 
ditton  of  a  company's  pension  plan,  instead  of  the  current  flat  rate.  P  i 
haps  the  best  change  would  be  Washington's  getting  out  of  this  bu 
ness:  Require  pension  funds  to  bo  insured,  but  let  private  carriers  wi 
awl  price  the  policies.  That  would  be  the  best  antiabuse  antidote  o 

ess  never  enacted  those  reforms,  though  in  1994  the 

ifit  Guaranty  Corporation  raised  premiums  slightly  on  ui 

ted  pensions.  In  July  the  Comptroller  General  placed  the 

of  financially  high-risk  government  operations. 
HHii^l^lHil 
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as  one  giant  farm  field? 
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It's  a  i 


o 


»  V<*>JKSH£ 
In  tomorrow's  global  food  economy,  every  crop  will  grow  where  it  grows  best. 
And  ADM  can  link  farmers  to  almost  any  market  in  the  world, 
itural  way  to  improve  agricultural  efficiency;  make  food  more  affordable,  and  feed  a  hungry  world. 

I\,:i  i  rehas  answers.  Is  anyone  listening? 
Yes. 


A  JIIRE  OF  WHAT'S  TO  COME'" 


FOLLOW-THROUGH 
OCTOBER  14,  2002 

JetBlue's  Takeoff 

In  the  midst  of  the  airline  industry's  most 
dismal  slump  ever,  JetBlue  is  soaring.  The 
discount  carrier  ordered  $9  billion  worth 
of  new  planes  this  year,  expanded  routes, 
announced  strong  financial  results  (sec- 
ond-quarter net  of  $37.9  million,  up  from 
$14.6  million  the  previous  year)  and 
added  two  inches  of  legroom  on  many 
seats  in  its  Airbus  jets. 

Starting  Sept.  8  the  Forest  Hills,  N.Y.- 
based  carrier  will  launch  service  between 
Atlanta  and  Oakland,  Calif,  and  will  in- 
crease the  number  of  flights  between  Fort 
Lauderdale,  Fla.  and  both  Washington, 
D.C.  and  Long  Beach,  Calif. 

Some  negatives:  Stiff  competition  on 
the  Atlanta-L.A.  route  is  forcing  JetBlue  to 
cut  back  service  to  Long  Beach  to  one 
daily  nonstop;  a  large  chunk  of  second- 
quarter  earnings  was  from  a  government 
subsidy;  and  the  bottom  line  is  getting  a 
somewhat  artificial  lift  from  the  fact  that 
the  airline's  fleet  is  new  and  being  paid 
for  with  long-term,  low-rate  leases. 

— Mary  Ellen  Egan 

MAY  26,  2003 

Fighting  the  Bug 

We  described  how  Microsoft  was  battling 
glitches  in  new  programs.  The  company 
was  counting  on  computer  scientist 
Amitabh  Srivastava  to  automate  and  ac- 
celerate the  process  of  correcting  mis- 
takes with  new  bug-purging  software  he 
invented.  A  confident  Bill  Gates  told 
FORBES  that  Windows  Server  2003  was 
his  "most  rigorously  tested  software  to 
date." 

Maybe  so.  But  six  Sugs  have  been  dis- 
covered in  the  new  sei  \  -  software  since  its 
release  in  April.  Foui  over- 

flows, a  silly  program  i  that 

Srivastava's  arsenal  of  t.  ,u  have 

caught.  Microsoft  insists  1 1 
The  2000  version  had  spawi 
number  of  bugs  by  the  equiva 
time  after  release.  But  Srivasta1 
tected  only  1 2%  of  the  bugs  f(  '  ng 

development  of  the  newest  s^  5, 
The  rest  were  routed  on'  by  hun  an 
programmers.  — Victoi  1a  Murphy 

46      FORBES"  September  1,2003 


What's  better  than  the  millions  you'l 
technology?  The  fact  that  we'll  guarar 
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FOLLOW-THROUGH 
APRIL  I,  2002 

Soft  Intelligence 

Business  intelligence  software  was  one  of 
the  few  healthy  spots  in  the  sickly  technol- 
ogy sector.  But  sales  of  this  software,  which 
helps  companies  interpret  historical  data, 
are  weakening.  The  market,  which  research 
firm  IDC  predicted  in  2002  would  double 
by  2005,  is  now  expected  to  grow  only  3% 
this  year.  Consolidation  was  inevitable.  In 
July  Business  Objects  said  it  will  pay  $820 
million  for  Crystal  Decisions,  making  it  the 
market  leader.  Less  than  a  week  later  an- 
other business  intelligence  specialist,  Hy- 
perion, announced  it  will  pick  up  rival  Brio 
for  $142  million.  Smaller  outfits,  such  as 
MicroStrategy  and  Actuate,  could  become 
takeover  targets  for  IBM,  Oracle  and  Tera- 
data.  And,  heightening  the  competition, 
Microsoft  says  it  will  soon  sell  reporting 
software.  — Erika  Brown 

AUGUST  II,  2003 

Ace  Gets  Trumped 

In  our  story  last  issue  about  the  rivalry 
between  Maurice  Greenberg's  American 
International  Group  and  Bermuda-based 
Ace  Ltd.,  we  described  an  eight-year-old 
legal  struggle  between  the  two  insurers. 
Just  after  our  piece  hit  the  stands,  a  Cali- 
fornia state  court  judge  in  San  Francisco 


Ace  Ltd.'s 

Brian  Duperreault. 


decided  in  AIG's  favor.  He  ruled  that  an 
Ace  subsidiary  broke  the  law  by  failing  to 
get  permission  from  customers  before 
moving  policies  into  a  new  unit  with 
smaller  assets.  If  the  ruling  stands  on 
appeal,  California  policyholders  will  be 
able  to  tap  other  Ace  assets  should  the 
smaller  amount  prove  inadequate. 

— Bernard  Condon 
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Bad  Medicine 


Plaintiff  lawyers  have 
squeezed  Wyeth  for  billions 
over  its  faulty  weight-loss  drugs 
Now  the  company  is  pushing 
back  with  allegations  of  greed 
and  wrongdoing. 

BY  ROBERT  LENZNER 
AND  ROB  WHERRY 

NE  OF  THE  COSTLIEST 
drug  recalls  in  history  is 
turning  very,  very  ugly. 
Wyeth  Corp.  pulled  its 
faulty  diet  pills,  Redux  and 
Pondimin,  in  1997  and  has 
paid  out  $13  billion  in 
claims  since.  (Redux  was  the  dexfenflu- 
ramine  and  Pondimin  the  fenfluramine, 
the  "fen"s  of  the  fen-phen  combo.)  But 
even  the  deepest  pockets  reach  their 
breaking  point.  In  late  July  a  delegation 
from  the  army  of  fe;i-phen  tort  lawyers 
met  with  Wyeth's  lawyers  across  a  Dallas 
conference  room  table  i  ie  plaintiffs  pro- 
posed to  settle  all  exist  Lti;  claims  globally 
for  another  $15  billion  Wyeth's  legal 
team  walked  out,  reject b  i  iber  as 

absurd.  No  deal,  no  m< 

A  week  after  they  walki  i 
fense  lawyers  endorsed  a  wi 
legal  counterstrikc  to  prove  i  < 
huge  portion  of  the  1 53,000  claim 
They're  out  to  humiliate  the 
plaintiff  bar  and  its  ex 
pert  doctors  by  handing 


< 
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ir  evidence  over  to  law  enforcement  of- 
ds  and  medical  licensing  boards.  "Only 
action  of  the  actual  claim  forms  sub- 
ted  will  result  in  a  payment,"  says  a 
lpany  financial  statement. 
Failure  to  raze  the  mountain  of  claims 
Id  mean  disaster.  Wyeth  has  repeatedly 
lerestimated  the  extent  of  its  liabilities. 
ef  Executive  Robert  Essner  has  only 
'  billion  in  cash  reserves  for  the  70,000 
vidual  cases  against  the  company.  Also, 
•e's  only  $2.1  billion  in  the  AH P  Settle- 


ment Trust  (American  Home  Prod- 
ucts was  Wyeth's  old  name),  set  up  to 
settle  the  83,000  class  claims. 

So  far  the  plaintiffs  have  won  6% 
of  the  Trust  cases,  averaging  $400,000 
awards  to  users  with  moderate  heart 
valve  damage.  If  the  rest  of  the  Trust 
cases  break  the  same  way,  it's  goodbye 
Trust,  and  open  season  on  Wyeth's 
own  coffers.  "The  company  believes 
that  there  is  no  basis  to  change  its 
reserves  to  cover  the  remaining  oblig- 
ations," Wyeth  says  in  its  latest  quar- 
terly report.  But  Wyeth's  chief  finan- 
cial officer  said  in  July  that  additional 
reserves  may  be  required. 

Tens  of  thousands  of  claims 
flooded  the  Trust  during  the  month 
prior  to  the  May  3  deadline  for  inclu- 
sion in  the  Trust.  One  trial  lawyer, 
who  requested  anonymity,  pegs 
Wyeth's  exposure  at  $40  billion.  "It's  a 
gang  bang,"  he  says. 

Joseph  Langston,  a  Booneville, 
Miss,  lawyer  who  represents  5,450 
cases,  charges  that  Wyeth  committed 
fraud  on  the  public  by  promising  its 


over-the-counter  pills  would  let  you  "lose 
weight  without  adverse  effect." 

But  momentum  has  shifted  strongly 
to  Wyeth  ever  since  November,  when 
Philadelphia  Federal  District  Court  Judge 
Harvey  Bartle  III  reviewed  the  claims  left 
against  the  AHP  Trust  and,  finding  gross 
irregularities,  authorized  that  they  all 
undergo  audits  by  independent  medical 
experts.  The  Trust's  policy  had  been  to 
randomly  audit  15% — a  big  mistake. 

Judge  Bartle  threw  out  78  claims  sub- 
mitted by  two  New  York  firms  seeking  $50 
million.  Linda  Crouse,  the  Kansas  City,  Mo. 
doctor  who  had  reviewed  53  of  those  claims, 
admitted  that  she  was  rarely  in  the  room 
when  the  echocardiograms  were  performed 
and  had  spent  less  than  seven  minutes  re- 
viewing each  case.  Yet  she  got  $2.7  million  in 
fees  from  plaintiff  law  firms  for  reviewing 
10,000-plus  exams  in  a  ten-month  period. 
"Her  practice  resembled  a  mass-production 
operation  that  would  have  been  the  envy  of 
Henry  Ford,"  wrote  the  judge. 

In  early  August  lawyers  for  the  AHP 
Trust  filed  papers  with  the  court  warning 
that  they  plan  to  sue  any  lawyers  or  doc- 
tors who  had  caused  the  trust  to  pay  ille- 
gitimate claims.  They  are  going  to  refer 
illegal  or  unethical  conduct  to  the  cops  or 
medical  licensing  boards.  The  Trust 
has  established  a  hodine  for  informants. 

The  trial  lawyers  are  now  turning  on 
one  another.  Several  of  the  hundreds  of 
firms  suing  Wyeth  moved  last  week  in 
Judge  Bartle's  court  to  disqualify  Levin, 
Fishbein,  Sedran  &  Berman,  the  Philadel- 
phia firm  leading  their  own  team.  "They 
have  accused  us  of  disloyalty  in  an  effort 
to  get  us  to  shut  up  or  to  remove  us,"  says 
senior  partner  Michael  Fishbein. 

He  agrees  with  Wyeth  that  there  are 
widespread  abuses  and  that  a  very  large 
number  of  claims  won't  qualify.  But  he 
still  says  there  could  be  enough  legitimate 
claims  to  bust  the  AHP  Trust. 

Several  months  ago  Wyeth  and  Fish- 
bein's  firm  negotiated  an  amendment  to 
the  trust  that  will  push  any  unpaid  claims 
out  to  federal  courts  on  a  case  by  case  basis. 
The  litigation  is  going  to  go  on  for  a  long, 
time.  Who  knew  that  Redux  and 
Pondimin,  drugs  that  grossed  $500  million 
the  last  year  they  were  on  sale,  would  cost 
$]  5  billion— and  counts;  F 


Dead  Weight 

As  off-balance-sheet  debt 
cascades  back  onto  financial 
reports,  expect  turbulence 
at  Continental  Airlines  and 
American  Airlines. 

BY  ELIZABETH  MACD0NALD 


W 


ith  the  end  of  the  Iraq  war 
and  a  modest  recovery  in 
business  activity,  airline 
stocks  at  last  are  lifting  off 
the  tarmac.  Two  troubled  carriers, 
though,  face  heavy  burdens  as  they  try  to 
gain  altitude. 

AMR,  the  parent  of  American  Airlines, 
the  world's  largest  (trading  at  $9,  up  from 
a  52-week  low  of  $1),  and  Continental 
Airlines  ($13,  up  from  $4)  may  be  forced 
by  accounting  rulemakers  to  expand  the 
already  heavy  debt  loads  shown  on  their 
balance  sheets.  A  new  rule  from  the 
Financial  Accounting  Standards  Board 
aims  to  treat  airport  bonds  as  debt  of  the 
airlines  that  guarantee  them. 

The  typical  arrangement  is  for  an 
airport  authority  to  issue  tax-exempt 
municipal  bonds  to  finance  a  terminal,  use 
lease  payments  from  an  airline  to  service 
the  debt  and  have  the  airline  guarantee 
the  debt.  AMR  has  gotten  $2  billion  of 
financing  this  way  for  improvements  at 
Los  Angeles  International  and  New  York's 
John  F.  Kennedy,  among  other  airports. 
The  new  rule  would  pile  this  sum  atop  an 
existing  $12.5  billion  mountain  of  AMR  debt. 
Continental  would  add  $1.7  billion  of  debt 
to  the  $5.8  billion  already  on  its  balance 
sheet;  this  would  cover  bonds  earmarked 
for  new  terminals  at  airports  like  Houston 
Intercontinental  and  Newark,  N.J. 

None  of  this  would  render  airline 
securities  more  appealing.  "It  would  make  a 
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bad  situation  worse,"  says  Charles  Mulford, 
professor  of  accounting  and  director  of  the 
DuPree  Financial  Reporting  &  Analysis  Lab  at 
the  Georgia  Institute  of  Technology.  The  effect 
on  earnings  would  be  small:  What  is  now 
being  deducted  as  rent  would  be  deducted 
instead  as  a  mix  of  interest  and  depreciation. 
But  the  effect  on  balance  sheets  would 
be  large.  The  balance  sheets  are  already 
pretty  shabby.  Shareholders'  equity  at  AMR 
is  -$502  million.  Continental's  is  down  to 
$633  million  from  $1.2  billion  in  2001. 


Worse,  any  new  spending  on  muni- 
bond-financed  terminals,  now  missing  from  , 
the  statement  of  cash  flows,  would  have  to 
appear  as  capital  expenditures.  That  would 
cut  free  cash  flow  (in  the  sense  of  cash  flow 
from  operations  minus  capital  expendi- 
tures). The  crackdown  would  not,  however, 
impair  the  tax-favored  status  of  the  bonds, 
notes  Lehman  Brothers  tax  expert  Robert 
Willens.  Long-term  muni  bonds  like  the 
ones  used  by  airlines  to  finance  improve- 
ments can  yield  5%  to  6%  to  maturity;  com- 


parable taxable  debt  of  the  airlines  can \ 
9%  to  10%. 

Delta  Air  Lines  and  United  Parcel 
Service  already  comply  with  the  FASB  ed 
Continental  says  it  believes  it  isn't  nece: 
sary  to  consolidate  the  debt;  AMR  is  still 
considering  whether  to  include  it.  Their 
argument:  They  don't  own  the  terminals 
airport  authorities  do.  But  UPS  spokesm 
Robert  Godlewski  says:  "It's  hard  to  see 
argument  for  not  including  the  debt,  sim 
we're  at  risk  for  it." 


End  Run 


CABI  E  Tl  1  i 
from,  but 
companies  n 
entific-Atlanta 
controlled  the  $ 
out  giants  such  as  Sony,  R 


40%  ol  the  market  to  Motorol 


Sony  busts  up  the  powerful  cable-box  duopoly  j  by  dorothy  pomerantz 

That's  about  to  change.  In  June,  with  little  i 
fare,  Comcast  announced  it  would  join  sma 
cabler  Charter  Communications  in  testing  a  l 
Sony  technology  called  Passage  that  allows  any  m 
ufacturer's  box  to  tap  into  any  cable  network.  Q 
cast,  despite  its  clout  as  the  biggest  operator  in 
U.S.,  is  keeping  its  testing  market  secret  to  a\ 
offending  the  two  powerful  boxmakers.  "We're 
yet  trying  to  threaten  either  of  our  suppliers,"  i 
David  Fellows,  chief  technology  officer  at  Come 
On  the  record,  cable  execs  can't  say  enough  g 
things  about  the  duopolists,  but  privately  t 
grouse  that  the  lack  of  competition  has  led  to  \ 
prices  and  slow  innovation.  New  low-end  dig 
boxes  cost  cable  companies  up  to  $200  each;  th< 
rather  be  paying  $  100  or  less,  says  Alan  Bezoza,  c 
analyst  at  Friedman  Billings  Ramsey.  It  took  the 
firm  TiVo  to  popularize  digital  video  recorders  tl 
years  ago.  Only  now  are  recording  abilities  beginr 
to  show  up  in  cable  set-top  boxes. 

If  the  trials  are  successful,  Comcast's  Fell 

hopes  Passage  will  push  box  prices  down  to  J 

freeing  up  capital  to  speed  the  digital  cable  roll 

So  far  67%  of  Comcast  customers  have  yet  to  sw 

from  analog,  which  consumes  up  to  12  times 

bandwidth  of  digital.  An  all-digital  network  wc 

create  space  for  lucrative  services  like  phone  sen 

video-on-demand  and  high-speed  Internet. 

Scientific-Atlanta  and  Motorola  locked  up 

box  market  by  controlling — in  the  name  of  antipiracy— 

encoding  software  that  scrambles  a  video  signal  at  the  c; 

company's  hub  and  descrambles  it  at  the  home.  Cable  opera 

could  spur  competition  only  by  investing  in  two  parallel  i 

works,  a  wasteful  excess  of  bandwidth. 

Three  years  ago  Sony  began  developing  technology  1  ^ 
grabs  the  video  signal  before  it  goes  into  the  hub  and,  rai 
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e  to  know  your  loved  ones  are  safe  at  home.  Wherever  you  are,  you  can 
)r  your  home  -  even  remotely  control  home  appliances,  temperatures  and 
:y  devices.  And  in  the  ubiquitous  networked  society  of  the  near  future, 
be  connected  to  everyone  and  everything,  anytime  and  anyplace.  Even 
at.  From  broadband  access  networks,  data  storage  solutions  and  hard  disk 
technologies,  to  information  devices  like  plasma  displays  and  PDAs, 
i's  technological  expertise  and  services  are  making  this  a  reality.  Just  one 
ixample  of  technology  not  for  its  own  sake  but  for  !nfrastructure 
lefit  of  all.  As  an  innovative  global  solution's  co<  -any, 
i  touches  your  life  in  many  ways.  Visit  -  on  the  Web 
e  technology  in  action. 
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than  encoding  the  whole  thing,  as  the  duopolists  do,  encodes  just  the 
right  amount,  between  2%  and  10%,  to  thwart  piracy.  These  crucial  bits 
are  copied,  with  one  set  going  to  the  old  scrambler,  another  going 
through  a  new  scrambler  built  by  a  Sony  partner  such  as  NDS  or  Canal 
Plus.  The  two  slivers  of  encoded  bits  are  rejoined  to  the  bigger, 
unscrambled  video  stream  before  it  hits  the  home.  The  old  cable  box 
decrypts  its  set  of  data  and  discards  the  Passage  bits,  while  a  Passage- 
enabled  box  decrypts  only  the  Passage-encoded  video. 

Sony  won't  say  what  the  system  will  cost,  but  one  cable  insider  puts 
it  at  around  $1  million  per  hub,  about  the  same  the  duopolists  charge 
while  taking  up  far  less  bandwidth.  Rather  than  try  to  make  a  bundle 
licensing  Passage,  Sony  is  charging  a  small  licensing  fee  to  stimulate 
innovation.  Sony  won't  say  how  much  the  fee  will  be,  but  says  it'll  be  far 
less  than  the  $15  to  $25  per  box  for  its  software  that  the  duopoly  charges 
the  rare  competing  boxmakers,  such  as  Pace  and  Pioneer. 

Sony  wants  to  strengthen  its  position  in  the  home.  It  has  four  new 
cable  boxes  capable  of  automatically  recording  shows,  displaying  high- 
definition  video  and  playing  DVDs.  The  Passage  technology  could  allow 
TVs  and  game  consoles  to  double  as  cable  receivers. 

At  first  the  duopoly  dismissed  Passage,  claiming  it  was  insecure  and 
doomed  to  failure.  But  with  big  cable's  embrace  of  the  technology,  it  has 
brushed  those  arguments  aside.  Now  Scientific-Adanta  believes  Passage 
will  help  it  pierce  rival  systems,  particularly  Comcast's,  which  is  92%r^ 
Motorola.  "We're  getting  the  market  open,"  says  Gregory  Gudorf, 
senior  vice  president  of  Sony's  Digital  Platform  division.  "The  only  limit 
any  company  is  going  to  face  is  how  creative  it  can  be."  F 


A  Girl's  Really,  Really  Best  Friend 

BURBERRY  HAS  PLAYED  OUT  AND  CRISTAL 
is  everywhere.  So  how  to  tell  a  real  player 
from  a  plebe?  See  who's  sporting  the 
jujube-size  colored  diamonds.  Jennifer 
Lopez  (left)  nabbed  a  6-carat  pink  soli- 
taire engagement  ring  that  reportedly  cost 
more  than  $150,000  a  carat,  some  eight 
times  what  a  plain  old  flawless  diamond 
would  cost.  Hailing  primarily  from 
Australia,  pinks  are  so  rare  that  a  year's 
wordi  of  mining  for  them  would  only  fill 
a  champagne  flute. 

Colored  diamonds  are  so  hard  to  come 
by  that  Kobe  Bryant  shelled  out  $4  million 
to  a  Santa  Monica  store  for  a  rare  8-carat 
J-ie  apparently  got  it  in  record  time. 


and  ask  lor  an  8-carat  purple,"  sniffs 


purple  mea  culpa 
Normally,  "You  just 
Simon  Teakle,  a  sen  id 

Only  1  in  rough Iv  . 
by  trapped  elements.  Nit i 
boulders  that  frequently  1 
owe  their  color  to  imperf 
Mrs.  Bryant. 


has  a  hue,  sometimes  caused 
tor  the  canary  yellow 

'urple  diamonds 
ysial  structure.  Don't  tell 
-Lea  Goldman 


52     FORBES-  September  1, 2003 


TODAYl 
MAN 

Farewell,  sports 
watching, 
beer-guzzling 
Joe  Six-Packs. 
Hello,  metrosexui 
These  are  straigh 
guys  who  preen, 
clean,  shop  ands 
chardonnay.  At  le 
that's  the  line  Ma 
son  Avenue— and 
the  media— are 
pitching  furiousry 
these  days. 
-     Metrosexuals 
weights— and  exf 
ate.  One  role  mod 
David  Beckham,  the  tough  soccer  player  wh 
isn't  afraid  to  wear  sarongs  and  nail  polish 
(off  the  field).  David  Bowie  and  Mick  Jagge 
also  come  to  mind. 

Fad  or  not,  the  segment  has  marketers  in  a 
tizzy.  L'Oreal  recently  signed  up  manly  hearl 
throb  Ben  Affleck  to  pitch  its  hair  products. 
Levi's  is  marketing  low-cut  jeans  for  dudes 
who  want  to  look  hip— and  de-emphasize  th 
love  handles.  Cosmetics  companies  are  era 
ing  out  all  types  of  men's  hair  goo  and  body 
spray.  The  Body  Shop,  a  women's  retailer,  h 
launched  a  line  called  For  Men.  And  the  U.K 
chemist  Boots  is  set  to  open  "Men's  Zones" 
drugstores.  Even  home  appliance  makers  ai 
jumping  on  the  trend.  Whirlpool  and  Maytai 
are  designing  appliances  (like  Personal  Val 
a  home  dry  cleaning  gadget)  for  fastidious 
male  homeowners. 

Metrosexuals  aren't  exactly  new— think  i 
all  those  ancient  Greek  discus  throwers  we, 
ing  togas.  The  term  itself  was  supposedly 
coined  by  a  British  writer  in  1994  and  coppt 
by  ad  agency  Euro  RSCG  Worldwide  in  a  rec< 
report  on  men.  From  there  it  was  only  a  mat 
of  time  before  someone,  namely  Jane  Buck 
ingham,  head  of  New  York  consultancy  You 
Intelligence,  would,  with  a  straight  face,  sa 
"In  a  few  years  all  guys  will  be  metrosexual; 
—Robyn  Meredith  and  Melanie  M 
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we  can  jump  for  joy  at  any  age.  Because  with  advances  in  medical 
fe  sciences  today,  millions  of  people  live  longer,  happier  lives  with  early 
osis  and  treatment  for  illnesses  that  were  once  incurable.  Hitachi's 
ig  role  in  medical  and  life  sciences  has  resulted  in  imaging  systems  such 
en  MRIs,  diagnosis  and  analytic  equipment  like  electron  micfoscopes  and 
through  cancer  diagnosis  and  therapy.  Eacfi,  js  alcohfirmation  of  our 
that  technology  must  never  be  for  its  own  .sake;*. but  r»^^*ujfr.uRE 
e  benefit  of  all.  As  an  innovative  qlobar 'sblutidns'  >   ,i^ 
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any,  Hitachi  touches  your  life  in  many. ways.; Wsitus-i 

2  Web  and  see  technology  in  action.  -  nt 
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RECALL  THAT  HEADLINE 


Median  housing  prices,  constant  2003  dollars  (thi 

$41 


Blame  it  on  elite  East  Coast  media  snobs.  Like  swallows  to  Capistrano,  journalists  return  year  after  year  to  predict 
the  collapse  of  California,  at  $1.4  trillion  the  world's  fifth-largest  economy.  "An  economy  on  the  ropes,  and  a  polit- 
ical culture  on  the  verge  of  collapse,"  Newsweek  proclaims  in  the  most  recent  apojcalyptic  story.  FORBES  piled 
on,  too,  back  in  1977.  Perhaps  these  stories  should  henceforth  be  viewed  as  contrarian  indicators, 
at  least  by  people  contemplating  the  purchase  of  a  home.  California's 
median  house  price  has  risen  163%  in  real  terms  since  the  late 
1960s,  compared  with  52%  nationally.  —  Seth  Lubove 


Caiiforni 


January 
1977 


Sources:  California  Association  of  Realtors;  National  Association  of  Realtors. 
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Ford's  Cop  Problem 

Can  the  Ford  Crown  Victoria  Police  Interceptor 
be  the  best  police  car  in  the  country— even 
though  it  might  explode?  |  by  Jonathan  fahey 

ORD  MOTOR'S  CROWN  VICTORIA  IS  THE  ULTIMATE 
police  car.  It's  the  only  big,  eight-cylinder,  rear-wheel- 
\  drive  sedan  built  by  Detroit  the  old  way:  by  welding  the 
body  of  the  car  onto  a  stiff  frame.  The  car  holds  up 
under  24-hour  abuse,  powers  after  crooks  and  can  take 
heavy  hits  without  crumpling. 

But  like  Achilles  it  seems  to  have  a 
bum  heel.  When  struck  from  behind  at 
75mph — an  occupational  hazard  for 
cops  pulling  people  over — the  fuel  tank 
can  be  punctur  :d  Hy  the  car's  suspen- 
sion v  or  pol  < equipment  kept  in 
the  tr.:->k.  In  :veral  .ises  the  spilling 
fuel  has  caug  teen  police  of- 
ficers have  been  o  death  this 
way  in  the  la  ;t  dec  -ight  have 
been  hurt.  Ami  now  irtments  and  municipalities 
from  12  states  are  sum  thee  s.  The  first  case  is  set  to 
go  to  trial  in  Ohio  in  ( 

Curiously,  both      rd  ai  tepartments  agree 

that  there's  no  belter  cop  car  on  t  The  Crown  Victo- 

ria commands  8590  of  th<   |  Even  most  of 

the  police  departments  suing  F<  j  (  'town  Vic- 

torias for  their  fleets.  Th  lite  well  in  the 

crashes  that  happen  more  frequently,  01  ind  front 
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This  leaves  Ford,  with  memories  of  the  Explorer  rollover  co 
troversy  still  fresh,  in  a  strange  spot.  How  do  you  respond  to  cri 
cism  that  your  police  cars  aren't  safe  when  they  are  the  safest  mac 
"If  you  made  your  business  decisions  based  on  the  probability 
these  fires  happening,  you  wouldn't  do  any  more  than  what 1 
did  originally,"  says  Susan  Cischke,  Ford's  chief  safety  engine< 
Confident  of  its  position,  Ford  told  the  lawyers  for  one  plai 
tiff,  Nueces  County,  Tex.,  it  would  no  longer  sell  it  police  ca 
"Ford  does  not  believe  that  any  vehicle  manufactured  by  a 
company  anywhere  in  the  world  can  meet  your  client's  expect 
tions,"  Ford  explained  in  a  letter. 

Still,  as  the  lawsuits  percolate  and  publicity  widens,  the  coi 
pany  has  to  do  something.  Over  the  1; 
year  Ford  has  retrofitted  280,000  poli 
vehicles  with  a  shield  designed  to  pi 
vent  the  suspension  system  from  pur 
turing  the  fuel  tank.  It  also  createc 
$150  pack  for  the  trunk  designed 
keep  police  equipment  from  puncti 
ing  the  tank.  In  August  the  compa 
announced  an  automatic  foam-squii 
ing  fire-suppression  device  as  an  optii 
in  its  2005  model  year. 
David  Perry,  a  lawyer  in  Corpus  Christi,  Tex.  representi 
three  police  departments,  says  it  is  not  enough.  He  says  th 
among  other  things,  Ford  should  redesign  the  car  to  move  t 
fuel  tank  forward  of  the  rear  axle,  where  it's  placed  in  most  ca 
Cischke  denies  the  car's  design  is  at  fault.  The  Natior 
Highway  Transportation  Safety  Administration  agrees  and  h 
declined  to  issue  a  recall.  As  Cischke  sees  it,  the  risk  in  a  hig 
speed  crash  can't  be  eliminated,  only  reduced.  No  doubt  jure 
can  be  found  who  don't  see  it  that  way. 
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AT&T  Wireless 
does  the  job. 

Sprint 

does  the  job  in 

more  places. 

o 

Your  business  can  get  more  done,  faster,  in  more  places 
nationwide  with  the  Sprint  advanced  wireless  network. 

Compared  with  the  AT&T  Wireless  Next  Generation 
network,  Sprint  gives  you: 

•  30%  larger  coverage  area 

•  35  million  more  people  covered 

•  Laptop  connections  nearly  twice  as  fast 

All  of  this  and,  of  course,  clear  calls  on  the  most 
complete,  all-digital  wireless  network  in  the  nation 
to  make  your  business  more  effective. 

Follow  the  facts  at  www.sprintpcs.com  or  call  877-459-8144 
for  a  PCS  Business  Representative. 


Sprint 


Ons  Sprint.  Many  Solutions?' 


juice/Data         PCS  Wireless         Internet  Services         E-Business  Solutions         Managed  Services 


s  based  on  the  enhanced  Sprint  Nationwide  PCS  Network  (reaching  240  million  people]  and  the  AT&T  Wireless  National  Next  Generation  (GPRS)  network,  excluding  roaming,  as  well  as  testing  of  the  PCS  Connection 
"  by  AirPnme  (PC  3200]  and  Sierra  Wireless  Aircard  710  from  AT&T  Wireless  Copyright  ©2003  Sprint  Spectrum  LP  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP. 


Betting  on  the  Jockey 

Jerry  Moss  scored  big  in  music  and  horse  racing.  Now  his  lucky  streak  faces 
its  toughest  test— the  postcrash  Internet  |  by  seth  lubove 

HISS  KNOWS  A  THING  OR  TWO  ABOUT  LONG 
ig  in  1962  with  $100  each.  Moss  and  Ti- 
rumpeter  Herb  Alpert  built  their  A&M 
Recu.  >e  nation's  largest  record  company  not 

owrx.  domerate,  finally  selling  out  to  Poly- 

Gram  in  1989  for  $.'  [he ,  picked  up  another  $363  mil- 

lion in  stock  and  cash  i  [old     music  publishing  com- 

pany to  Seagram  in  201 

Outside  of  music,  Mo  «do      ith  long  shots 

of  a  different  sort  His  Thon  bl         s  number  15  in 

race  winnings  this  year  through  Jn  lillion. 

Now  Moss  is  making  a  bet  thai  mal    •  look  like  sure 

winners  by  comparison.  He  is  the  largest  im  u       direc- 

tor and  "head  cheerleader"  of  something  calle<     ni  i  i      which 
promises  to  use  the  Into,  net  to  relieve  companies  of  environ- 


Field  of  dreams:  Moss  and 

Lawrence  Goldenhersh 

in  a  client's  oilfield. 


mental  red  tape. 

Dealing  with  envird 
mental  paperwork  see 
like  just  the  kind 
business  for  which  t 
Internet  was  invent! 
That,  at  least,  was  t 
premise  behind  such  o 
fits  as  Netcomplian 
EHSmanager  and  Virt 
Compliance.  They  he 
all  shut  down. 

But  Moss  credits  the 
cret  of  his  success  to  bett 
on  the  jockey  as  much  as 
the  horse.  In  this  instai 
he  is  pinning  his  hopes 
Lawrence  Goldenhersh, 
A  lawyer  in  his  prior 
with  the  Hollywood-cd 
nected  firm  of  Irell 
Manella,  Goldenhei 
struck  up  a  friendship  Wi 
Moss  after  working  wj 
A&M  on  a  routine  sales- ; 
issue.  When  Moss  becaii 
active  in  environmen 
causes  in  the  early  1991 
Goldenhersh's  firm  offei 
legal  assistance  for  free. 

Tired     of    the     ki 
Goldenhersh  became 
entrepreneur  in  1996. 
was  an  inauspicious  sta 
He  hooked  up  with  Abfl 
a  maker  of  abdominal-* 
ercise  contraptions  tl 
entered  into  a  consent  cl 
cree  with  the  Federal  Tral 
Commission  in  whichj 
promised  not  to  exaggerate  in  infomercials.  (Goldenhersh  s;l 
the  advertising  puffery  occurred  before  his  arrival.)  He  left! 
1999  with  a  vague  notion  of  combining  the  Internet  and  the  t\ 
vironment.  "What  I  knew  is  that  the  Internet  is  a  powerful  d;l 
collection  and  information  tool,  an<| 
knew  that  environmental  regulations 
very  complicated  and  expensive  for  bu  | 
ness,"  he  says. 

Not  much  to  go  on,  but  his  c 

friend  Moss  pledged  $1  million  befc 

Goldenhersh  had  a  business  plan. 

believe  in  people  more  than  pro 

ucts,"  says  Moss.  "If  the  vision  is  cai 

Hit  machine:  classic  fully  drawn  and  carried  through  w 

from  Moss' A&M.  some  heart  and  brains  and  stamii 
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we're  going  to  be  successful." 

But  the  bet  is  a  long  way  from  paying  off.  Working 
off  $12  million  (so  far)  in  venture  capital,  Enviance 
has  signed  up  such  customers  as  ChevronTex- 
aco  and  Southern  Co.  In  three  years  its  annual 
revenue,  from  monthly  subscription  fees 
starting  at  $  1 ,200,  has  grown  barely  past  the 
$5  million  range.  Even  with  the  failures  in 
the  field,  there's  no  shortage  of  competi- 
tion. Another  firm,  with  the  inscrutable  name 
of  Blue292  (as  in  color  giant  Pantone's  technical 
designation  of  the  color  of  the  sky),  has  been  offering 
a  similar  product  since  1997. 

Blue292  has  landed  $18  million  in  venture  capital 
from  Credit  Suisse  First  Boston's  Sprout  Group,  and 
added  former  Environmental  Protection  Agency  di- 
rector Carol  Browner  to  its  board.  However,  Blue292 
has  had  to  reincarnate  itself  several  times,  most  recently 
as  a  "crisis  information"  software  provider.  The  com- 
pany's chief  executive  recently  resigned. 

Jerry  Moss  is  unfazed  by  the  competition's  troubles. 
"What  it's  about  is  hope.  No  one  ever  committed  suicide 
over  an  unrun  two-year-old,"  says  Moss,  referring  to  his 
passion  for  the  ponies.  "It's  the  same  with  Enviance. 
We're  hopeful,  and  pretty  dedicated  to  creating  less  fric- 
tion in  resolving  environmental  issues."  F 


Fortune  Sellers 


CHINESE  RESTAURANT  PATRONS  IN  NEW  YORK  WERI 
undoubtedly  pleased  with  the  fortune  that  appearec 

tin  a  number  of  cookies  this  summer:  "Your  preser 
plans  are  going  to  succeed."  But  that  wasn't  the  on 
message.  There  was  an  ad  on  the  flip  side  for  Dec- 
Like  Me,  a  Showtime  drama  that  premiered  in 
Marketers,  always  on  the  lookout  for  a  pre 
tious  selling  opportunity,  consider  fortune  cc 
ies  the  perfect  ad  vehicle — 96%  of  recipients  read  the  schmaltzy  \ 
dictions  and  67%  recite  them  aloud,  or  so  says  Mark  Hughes,  hea 
Buzzmarketing  in  Media,  Pa.  He's  one  of  several  opportunists  pe< 
dling  fortune  cookies  as  miniature  billboards  to  such  companies ; 
Snapple,  Monster.com  and  Dirtcheapcigarettes.com.  Those  markl 
are  paying  as  much  as  10  cents  for  each  cookie  containing  an  ad. , 
Some  5,000  Chinese  restaurants  in  U.S.  cities  get  the  ad-laden  sw* 
for  free  or  at  a  discount. 

Some  consumers  don't  feel  especially  lucky  to  be  on  the  receivi 
end.  Ad-cookies  for  New  York's  MetroTV  didn't  include  a  real  fort? 
GoGorilla,  which  handled  that  campaign,  doesn't  recommend  thai 
other  companies  do  the  same.  Snapple  got  around  that  problem  b* 
penning  funny  fortunes,  accompanied  by  its  logo.  The  company  sa 
got  raves  from  25  people  for  its  fortunes,  which  went  into  1  millioJ 
cookies  in  a  $50,000,  two-month  blitz.  — Emily  Lai 


LET  HIM  WHO  IS  WITHOUT  SIN... 

Shocked.  That's  what  MCl's  rivals  claimed  to  be  over  supposedly  new  allegations  last  month  that  the  troubled  telecom  firm  I 
been  disguising  long-distance  calls  as  local  calls  to  avoid  paying  access  fees.  In  truth,  the  only  shocking  thing  about  the 
dust-up  may  be  the  timing— just  as  MCI  struggles  to  emerge  from  Chapter  II.  Like  it  or  not,  bare-knuckled  spats  and  custorr 
abuse  are  long-standing  telecom  traditions.  A  few  examples.  — Ne/7  Weinberg 
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ASC  Telecom,  a  unit  of 
Sprint,  and  Opticom  were 
caught  in  "fat  finger  dialing 
scams  last  year.  The  firms 
charged  high  fees  to  callers 
who,  instead  of  punching 
popular  numbers  like 
l-800-Collect,  misdialed 
permutations  such  as 
i-800-Coolect.  The  Federal 
Communications  Commis- 
sion has  proposed  fining 
ms  $6.5  million. 


IF  YOU  CAN'T  B£AY 
EM,  JOIN  EM 

AT&T  sought  to  block  r    il 
IDT  some  years  bar1/  frai 
"stealing  the  ring": 
detected  overseas  calh 
without  picking  tnem  u;j 
then  it  called  back  for  cus 
tomers  using  cheap  outgc 
ing  U.S.  rates.  After 
regulators  denied  AT&T's 
appeal,  it  launched  its  own 
callback  service. 
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Verizon  Wireless  was 
accused  in  2000  of 
such  hanky-panky  as 
wrongfully  extending 
contracts  and  charging 
for  unanswered  calls, 
nonconversation  time, 
toll-free  calls  and  local 
calls.  It  has  amended 
its  customer  service 
agreements  and  may 
offer  rebates  to  40 
million  customers. 


BLAME  THE  FEDS 

Nextel  and  Sprint 
labeled  fee  hikes  as 
charges  for  official- 
sounding  "Federal 
Programs  Cost 
Recovery"  and  "USA 
Regulatory  Obligations 
and  Fees,"  respectively. 
In  a  July  settlement  with 
Missouri  each  firm 
agreed  to  revise  its 
wording  and  pay  a 
$50,000  fine. 


NUKE  THE  C0MPETI 


After  WorldCom  bought  I 
in  1998,  regulators  force 
sell  part  of  its  long-distai 
Internet  backbone.  Then 
allegedly  sabotaged  the  i 
ation  by  blocking  databa 
WorldCom  paid  $200  mi 
to  settle  the  charges. 

THE  BIGGEST  THEFT 
OF  ALL 


The  14%  tax  on  the 
average  wireless  phone  I 
(20%  in  New  York). 


Plan  A: 

Invent  an  entirely  new  system 
for  integrating  data,  enterprise 
and  partners.  Waste  months. 
Bleed  cash.  Hunt  down  the  guilty. 
Punish  the  innocent. 


Plan  B: 
Don't. 


Welcome  to  a  new  way  of  thinking.  Sterling  Commerce  delivers 
flexible,  modular  integration  solutions  designed  to  maximize  return 
on  the  technology  investments  you've  already  made  We  help  you 
leverage  your  existing  infrastructure  to  create  solutions  that  provide 
measurable  results  fast.  Find  out  how  you  can  address  the  challenges 
you're  facing  today  while  building  the  fully  integrated  environment 
of  tomorrow,  sterlingcommerce.com 
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Back  to  School 

Lesson  for  the  pols:  You  thought  federal  college 
aid  was  helping  out  families.  But  it's  really 
helping  fatten  college  treasuries. 

BY  IRA  CARNAHAN 


OVER  THE  PAST  THREE  DECADES  THE  FEDERAL  GOVERN- 
ment  has  poured  three-quarters  of  a  trillion  dollars 
into  financial  aid  for  college  students.  Back  in  1971, 
the  annual  total  for  grants,  loans,  tax  breaks  and  other 
aid  was  the  equivalent,  in  today's  dollars,  of  $18  bil- 
lion. It's  now  running  at  a  $65-billion-a-year  clip. 

So  why  is  college  getting  less — not  more — affordable?  One 
answer  seems  to  be  that  all  those  federal  dollars  have  given  colleges 
more  room  to  jack  up  tuition.  "Student  aid  has  in  effect  become 
institutional  aid,"  says  Arthur  Hauptman,  an  Arlington,  Va.  educa- 
tion consultant.  The  more  cash  the  government  pumps  into  par- 
ents' pockets,  the  more  the  schools  siphon  from  them. 

Consider  the  I  lope  Scholarship  tax  credit,  which  President 
Bill  Clintoi]  pushed  'rough  Congress  in  1997,  with  the  stated 
aim  of  making  "two  s  of  college  as  universal  as  four  years  of 
high  school."  The  mailable  to  first-  and  second-year  col- 

lege students,  can  sav<         i  Idle-income  family  up  to  $1,500. 
That  could  have  made  lent  in  the  cost  of  the  cheapest 

community  and  state  colli         But  Harvard  economist  Bridget 
Terry  Long  finds  evidence     .  I  the  lea:  schools  re- 

sponded to  the  Hope  credit  and  similar  Lifetime  Learning  credit 
with  larger-than  average  tuition  hike,       ttsu  Jy,  neither 

has  increased  the  number  of  students  g  >n  to  colli 

Then  there  are  the  newly  enhanced  Co  luca  -nSav- 

ings  Accounts,  which  let  families  set  aside  up  to  $  £,000  .>  year  per 
child,  with  earnings  tax  ft  dforeduca     i     iboonforfam- 


ilies,  right?  Not  exactly.  A  middle-income  family  that  would  oi 
erwise  qualify  for  aid  is  likely  to  lose  $1.22  for  every  $1  it  save; 
a  Coverdell,  Harvard  economist  Susan  Dynarski  concludes.  T 
is,  a  saver  winds  up  financially  worse  off  than  a  spendthrift. 

What  about  .the  federally  subsidized  student  loan  progra 
(Although  some  federal  loans  are  characterized  as  unsubsidiz 
in  reality  even  those  loans  receive  a  subsidy  through  guaranty 
Student  loans  covered  just  9%  of  total  student  costs  in  1975 1 
more  than  40%  two  decades  later,  with  the  typical  student  n 
leaving  school  $18,000  in  debt.  Easy  loan  money  fuels  tuit: 
increases  just  as  the  easy  availability  of  mortgage  money  boc 
housing  prices. 

The  familiar  Section  529  college  savings  plans  could  ba 
fire,  too,  says  Brown  University  economist  Herschel  Grossm; 
The  tax-favored  plans  will  make  it  all  the  easier  for  higher  ec 
cation  to  push  through  backbreaking  tuition  hikes. 

What  can  be  done  to  break  this  cycle?  Drastically  cutting  f< 
eral  aid  could — at  least  in  the  short  term — dash  many  kids'  c 
lege  plans.  Rep.  Howard  McKeon  (R-Calif.),  who  will  over* 
reauthorization  of  the  Higher  Education  Act  this  fall,  sugge 
banning  federal  aid  at  colleges  that  raise  costs  at  more  than  tw 
the  rate  of  inflation.  (A  lot  of  them  do;  indeed,  the  average  tuiti 
bill  has  been  rising  at  more  than  double  the  inflation  rate.)  G 
leges  denounce  McKeon's  proposal  as  government  price  contrc 

But  who  needs  price  controls?  Congress  could  do  familie 
big  favor  just  by  repealing  an  antitrust  exemption  that  1< 
schools  with   need-blind  admissions   rig  prices.  Taki 

full  advantage  of 


Tuition  Two-Step 


Federal  aid  per  student  has  risen 
sharply,  but  so  has  college  tuition. 
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exemption  (found 
Section  568  of  a  19 
law),  Yale,  MIT  and  oth 
elite  schools  now  gath 
as  the  568  Presiden 
Working  Group  to  agr 
on  a  "consensus"  met 
od  for  calculating  nee 
This  means  a  fami 
seeking  aid  at  Yale 
expected  to  contribu 
roughly  the  same  as 
MIT.  The  schools,  that 
agree  to  limit  compel 
tion  on  price. 

"Families  should  contribute  to  educational  expenses  accordii 
to  their  ability,"  a  568  Group  report  lectures.  (Despite  this  rhetor 
some  member  schools  do  award  athletic  and  merit  scholarship; 
The  extra  revenue  colleges  retain  by  limiting  bidding  for  sti 
dents  doesn't  all  go  to  the  needy.  "The  idea  that  colleges  have 
fixed  pot  of  money  for  financial  aid  and  that  this  pot  either  go 
to  needy  people  or  goes  to  people  without  need  is  simp 
wrong,"  says  Brown's  Grossman.  With  greater  competition,  1 
adds,  price  cuts  "would  probably  come  out  of  frills  like  lavii 
recreation  facilities  and  the  salaries  and  generous  perks  that  a: 
paid  to  the  tenured  faculty  and  senior  administrators." 


Sources:  College  Board:  National  Center  for  Education 
Statistics:  Sandy  Baum,  Skidmore  College. 
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'he  world's  fastest-moving  brand  is  still  on  the  move. 


CjltAI  I  clCCG/G  fell  Once  again  Samsung  fastest-growing 

ids  in  the  world*  Samsung  mobile  phones,  flat  panel  televisions  and  household  electronics  are  giving  people 

ywhere  more  involving,  more  rewarding  experiences.  Although  our  technology  has  led  the  charge  in  this  arena, 

Dwe  a  great  deal  of  our  success  to  the  supjort  of  our  customers.  Moving  forward,  we    _ -.^TTZTr^S 

SAMSUNG  QlGUaHJ 
e  our  past  achievements  are  just  a  sign  ofjgreat  things  to  come,  www.samsung.com    everyone's  invited 


)3  Samsung  Electronics  Co.  Ltd.  "Source:  Busines 


f$r/lntetfarand  Arwyal  Ranking  of  the  World's  Most  Valuable  Brands,  Aug.  4,  2003. 
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What  makes  some 
products  irresistibl 
Neuroscientists  are 
racing  to  find  the 
answer  to  that  ques 
and  to  pass  it  along  to 
consumer  marketers. 

By  Melanie  Wells 

IT  COULD  HI  OM  A  NEW  AGE 

salon.  Eight  youni'  squirm  under 

electrode-studdc\  I  a  dark,  small 

room  in  Greenwich,  Engl  telax,"  in- 

tones Nicholas  Coomans,     market  re- 
searcher. "Imagine  you  are  situi 
own  sofa  for  20  minutes  of  TV."  <  looi 

turns  off  the  light  ami  slips  into  ai  I  and  the  Volkswagen  Passat?  Are  they  form- 

cent  room  so  he  can  watch  as  th(  rig  emoti  mal  attachments  to  these  prod- 

take  in  a  taped  sitcom  and  six  commei      s  I  the  people  answering  ques- 

<  oomans  and  his  colleague,  cognil  .  tinairesoi  participating  in  focus  groups, 
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neuroscientist  Joao  Neves,  aren't  watching 
for  facial  expressions,  body  language  or  ver- 
bal feedback.  They're  interested  only  in 
their  subjects'  brains,  which  are  abuzz  with 
electrical  activity,  recorded  as  rows  of 
squiggly  lines  crawling  across  the  screen  of 
a  Dell  laptop.  The  electroencephalograph 
picks  up  cognitive  functions  in  12  differ- 
ent regions  of  the  brain,  showing  memory 
and  the  level  of  attention  paid  to  vi- 
sual and  aural  stimuli. 

Are  the  subjects  really  focusing  on 
s  for  Kit  Kat  candy,  Smirnoff  vodka 


brain  waves  don't  he.  An  activity  spike 
the  left  prefrontal  cortex — an  "approacl 
response  to  the  image  of  a  Kit  Kat  chocj 
late  bar — would  suggest  the  subject  is 
tracted  to  the  brand  image  or  messajl 
When  the  right  prefrontal  cortex  g| 
jumpy,  it  indicates,  in  this  experiment,  I 
stinctive  revulsion  to  an  obnoxioil 
tongue- wagging  character  who  pops  up| 
a  commercial  for  Carling  beer. 

When  researchers  zero  in  on  electril 
activity  in  yet  another  area,  they  can  t 
winch  parts  of  commercial  messages,  if  a  j 
are  encoded  in  the  experimental  subjec 
long-term  memories.  "People  who  a 
more  likely  to  purchase  a  product  sh<  'Ze 
significantly  higher  memory  encoding  th 


Shaping  the  shopper:  As  subjects  watch  a  series  of  commercials,  researchers  monitor  a 
zen  different  regions  of  the  brai: ;  to  see  if  they  are  torming  emotional  attachments  to  products. 
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those  who  are  less  likely,"  explains  Richard 
Silberstein,  a  neuroscientist  with  the  Brain 
Sciences  Institute  at  the  Swinburne  Uni- 
versity of  Technology  in  Melbourne,  Aus- 
tralia. He  developed  the  headgear  used  in 
Greenwich. 

Using  machines  that  detect  brain  tu- 
mors and  strokes  to  determine  whether 
pink  satin  underthings  will  outsell  black 
ones  or  if  people  really  like  pickles  on  their 
hamburgers — could  this  yield  practical  re- 
sults? Some  big  marketers  are  sufficiently 
intrigued  to  put  research  money  into  the 
idea.  Among  the  companies  looking  into 
whether  brain  signals  can  supplement  or 
replace  traditional  tests  of  consumer  re- 
sponse to  commercials  are  General  Motors, 
Ford  of  Europe,  and  Camelot,  the  U.K.'s 
national  lottery  operator. 

Advertising,  for  the  moment,  remains 
more  art  than  science.  Brand  marketers 
have  tried  appealing  to  people's  emotions 
as  well  as  to  their  sense  of  reason.  They've 
tried  guilt,  anxiety,  envy,  fear,  humor  and 
suspense.  There's  no  guarantee  that  they'll 
hit  the  mark  by  decoding  synaptic  firings 
and  measuring  fluctuations  in  blood  flow. 

But  they  can  try.  Neuroscientists  say 
that  by  peering  inside  your  head  they  can 
tell  whether  you  identify  more  strongly 
with  J.K.  Rowling's  Harry  Potter,  say,  than 
with  J.R.R.  Tolkien's  Frodo.  A  beverage 
company  can  choose  one  new  juice  or  soda 
over  another  based  on  which  flavor  trips 
the  brain's  reward  circuitry.  It's  conceiv- 
able that  movies  and  TV  programs  will  be 

vetted  before 
their  release 
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by  brain-imaging  companies.  A  "fascinat- 
ing" possibility,  says  William  Raduchel, 
until  recently  the  chief  technology  officer 
at  AOL  Time  Warner,  who  explored  using 
MRI  technology  for  that  purpose  last  fall. 
"It's  a  little  like  mind  reading,"  says  Henrik 
Walter,  a  neurologist  and  psychiatrist  with 
the  University  Clinic  of  Ulm,  Germany, 
where  he  conducts  brain-imaging  work  for 
DaimlerChrysler. 

All  this  is  moving  toward  an  elusive 
goal:  to  find  a  "buy  button"  inside  the 
skull  and  to  test  products,  packaging  and 
advertising  for  their  ability  to  activate  it. 
So  far,  researchers  are  figuring  out  which 
brain  states  facilitate  product  recogni- 
tion and  choice;  they're  related  to  primal 
urges  like  those  for  power,  sex  and  suste- 
nance. As  for  brand  loyalty,  it  turns  out  that 
memory  and  emotion  play  a  big  role.  "In 
the  not-too-distant  future,  firms  will  be 
able  to  tell  precisely  if  an  advertising  cam- 
paign or  product  redesign  triggers  the  brain 
activity  and  neurochemical  release  associ- 
ated with  memory  and  action,"  predicts 
James  Bailey,  professor  of  organizational 
behavior  at  George  Washington  University. 

Folks  have  been  trying  for 
decades  to  decode  what  motivates 
shoppers.  Economist  and  social 
critic  Thorstein  Veblen  took  a  crack 
at  it  in  The  Theory  of  the  Leisure 
Class,  the  1899  classic  that  wryly 
posited  the  theory  of  "conspicuous 
consumption,"  his  phrase  for  keep- 
ing up  with  the  Joneses.  In  the 
1930s  George  Gallup  began  polling 
people  and  peddling  his  findings  to 


Safe  at  home" 
yei 

the  door-knobs 
threaten  them 

v.ilh  the  danger 
of  disease 

4. 

1  h  e   m  0  d  c  t  n 
woman  is  a   wise  buyer 


companies  desperate  for  informal; 
about  buyers.  Twenty  years  later  big> 
agencies  were  tapping  psychologists  si 
as  Ernest  Dichter,  founder  of  the  Instit 
for  Motivational  Research.  Some 
Dichter's  preachings — among  them:  t 
marketers  should  offer  absolution  to  0 
sumers  who  indulge  in  guilty  pleasures 
smoking  cigarettes  or  eating  sweets — sei 
laughably  simple  today. 

If  the  fanciful  quest  hasn't  changed,  j 
tools  of  the  trade  have.  There's  eye  track 
to  monitor  what  people  look  at  on  a  p 
,  or  screen  and  for  how  long.  Measuring ; 
vanic  skin  response — changes  in  the  e 
.trical  resistance,  that  is — can  gauge  er 
■tional  involvement.  "So  much  of  w 
drives  our  behavior  happens  without 
awareness,  how  can  business  learn  Wi 
people  don't  know  they  know?  Thi 
where  these  tools  fit  in,"  says  Gerald  Z 
man,  a  professor  emeritus  at  the  Harv 
•  Business  School  and  author  of  h 
Customers  Think. 

No  tool  gets  more  use  than  the  7a 
boni-size  functional  magnetic  resona, 
imaging  machine,  which  takes  nei 
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esdropping  to  a  new  level.  The  S2.5  mil- 
i  device  uses  a  large  magnet  to  induce 
lio  signals  from  chemicals  in  the  brain 
i  thereby  monitor  blood  flow.  It  differs 
m  the  MRI  of  medical  tests  in  making 
»ving  images  rather  than  still  ones, 
inking  during  tasks  shows  up  in  color 
cross-sectional  images,  recorded  as  the 
►ject  lies  with  his  head  inside  the  scanner. 
There  are  downsides.  One  is  that  the 
Enlike  confines  spook  claustrophobes, 
jsibly  distorting  their  reactions  to  stim- 
The  other  is  that  brain  imaging  is  ex- 
isive.  The  moving- image  MRI  rents  for 

000  an  hour  at  Emory  University  in  At- 
ta;  a  -.ingle  experiment,  which  includes 
east  12  subjects,  can  cost  $50,000. 

But  much  is  at  stake:  SI  17  billion  was 
nt  last  year  on  advertising  in  the  U.S., 

1  to  mention  $6.8  billion  on,  among 
ler  things,  focus  groups,  opinion  polling 
i  ad  and  market  tracking  (says  Inside 
mrch  newsletter),  or  the  untold  sums 
ested  in  22,000  new  consumer  pack- 
d  goods  per  year. 

As  companies  continue  to  learn  about 
w  our  brains  work,  they  will  try  to  stim- 
(te  areas  involved  in  preferences,  pur- 
ging decisions,  even  aspirations.  Using 
II  and  other  technology,  Daimler- 
rysler's  research  center  in  Ulm  is  study- 
|  the  brains  of  drivers  as  they  interact 
h  cars.  Some  of  that  work  is  to  design 
rigational  and  warning  devices  for  a 
er  vehicle.  Some  is  driven  by  the  pure 


knows,  for  example,  that  when  people  look 
at  the  front  of  a  sports  car,  a  part  of  the 
brain  that  responds  to  faces — in  the  back  of 
the  brain  where  the  cerebrum  touches  the 
cerebellum — comes  alive.  This  may  hap- 
pen because  the  headlights  are  eyelike. 
Could  the  Mini  Cooper  be  such  a  success 
partly  because  its  "face"  reminds  some  peo- 
ple of  a  friendly  cartoon  character? 

You  don't  need  a  Ph.D.  to  put  the  more 
mundane  aspects  of  psychomarketing  to 
work.  Market  Connections  International,  a 
small  firm  in  Montclair,  N.J.,  pitches  "envi- 
ronment-conditioned marketing"  to  such 
clients  as  Colgate-Palmolive,  Kraft  Foods 
and  Unilever  Group.  It  distributes  product 
samples  to  vacationers  to  create  a  mental 
association  between  the  product  and  hav- 
ing fun.  "If  you  introduce  a  product  to  peo- 
ple on  vacation  when  they  are  in  a  good 
mood,  and  they  see  that  in  a  store  later — 
bang! — that  comes  back  to  them  the  way 
the  bell  worked  with  Pavlov's  dogs,"  says 
Bailey,  the  professor  at  George  Washington. 

Memory  plays  a  critical  role  in  product 
choice.  In  a  recent  shopping  study  con- 
ducted by  the  Open  University  in  Milton 
Keynes,  U.K.  and  the  London  Business 
School,  scientists  found  that  when  shoppers 
are  asked  to  make  a  choice  among  common 
and  closely  related  items  in  a  grocery-store- 
like setting,  the  areas  of  the  brain  involved  in 
memory  light  up  like  a  July  4th  nighttime 
sky.  When  buyers  choose  a  brand  they  really 
care  about,  neural  activity  suggests  that  they 


irketing  goal  of  seeing  how 

vers'  brains  respond  to  spe-   Ever  since  medieval  pubs  started 
c  images  of  autos.  Daimler  hanging  signs  outside  taverns, 

advertisers  have  tried  various 
approaches  to  stimulate  sales — 
with  very  mixed  success.  A  sampling. 

— Allison  Fass 


Envy 


Nostalgia 


are  making  an  emotional  choice  based  on 
past  experience,  says  Steven  PR.  Rose,  a  pro- 
fessor of  biology  and  director  of  brain  and 
behavior  research  at  the  university.  The 
study  was  funded  by  a  supermarket  and 
three  other  companies  Rose  won't  name. 

Companies  of  all  types,  among  them 
Kellogg  and  Procter  &  Gamble,  are  more 
interested  than  ever  in  probing  emotions. 
The  cereal  maker  recendy  hired  cognitive 
psychologist  Angela  Fratianne  Weltman  to 
explore  women's  conflicting  feelings  about 
food.  Result:  Instead  of  pitching  Special  K 
simply  as  a  low-fat  breakfast  food,  Kellogg 
is  featuring  average  women  caught  between 
polar  passions  for  doughnuts  and  great - 
looking  legs.  P&G  has  looked  into  the  que'  - 
tion  of  whether  consumers  harbor  secret 
feelings  for,  of  all  things,  toilet  paper  <cc 
box,  p.  70).  Loopy  or  no,  the  assumptir  ns 
are  born  out  of  brain  research.  Neurologist 
Antonio  Damasio,  a  professor  at  the  L'ni- 
versity  of  Iowa  College  of  Medicine,  sug- 
gests in  his  book  Descartes'  Error  that  emo- 
tion is  critical  to  effective  thinking  and 
decision  making.  That  may  explain  why  of- 
fers like  99-cent  hamburgers  and  0%  fi- 
nancing on  cars — which  appeal  strictly  to 
cold  common  sense — sometimes  backfire. 

It's  not  just  our  own  emotions  that  play 
a  part.  Gregory  S.  Berns,  a  psychiatrist  at 
Emory,  is  using  brain  imaging  to  demon- 
strate the  effects  of  peer  pressure  on  indi- 
vidual perception,  with  the  idea  of  ex- 
plaining the  development  of  fads,  from 
investment  trends  to  the  popularity  of 
Burberry  plaids  and  belly  button  rings. 
"There  is  probably  some  reward  or  kick  in 
conforming  to  a  group,"  says  Berns,  who 
believes  most  buying  decisions  are  driven 
by  the  subconscious. 

Berns  recendy  put  30  subjects  into  MRI 
machines,  where  he  asked  them  to  com- 
pare 54  pairs  of  abstract  three-dimensional 
images  and  decide  if  they  were  alike  or  dif- 
ferent. Throughout  the  75-minute  test  par- 
ticipants were  shown  responses  given  by 
four  other  subjects,  while  the  MRI  machine 
snapped  1,000  brain  images. 

This  reporter  lay  down  as  a  guinea  pig. 
While  in  the  scanner  she  was  shown  re- 
sponses of  four  other  subjects  to  the  pairs 
of  objects  before  seeing  them  herself,  then 
performed  the  mental  rotation  required  to 
evaluate  the  images.  Lemminglike,  she  usu- 
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ally  went  along  with  the  majority  view, 
even  when  it  was  wrong.  Her  brain  scan 
shows  why:  a  change  in  perceptual  pro- 
cessing. By  measuring  relative  degrees  of 
activation  in  the  parietal  lobe,  an  area  in- 
volved in  integrating  visual  images,  and  in 
the  prefrontal  cortex,  where  decision  mak- 
ing takes  place,  Berns  says,  he  could  deter- 
mine that  the  group  changed  what  the  re- 
porter perceived. 

This  experiment  is  one  of  a  series  of 
studies  in  the  growing  field  of  neuroeco- 
nomics,  which  investigates  how  people  cal- 
culate risks  and  rewards.  It  is  being  funded 
by  James  Richards,  a  wealthy  Atlantan  who 
says  he  wants  to  understand  the  role  of  in- 
vestor emotions  in  the  purchase  and  sale 
of  securities.  The  research  could  ultimately 
show  that  the  brains  of  repeatedly  success- 
ful investors  subconsciously  detect  patterns 
before  others  notice  them. 

Certain  products  elicit  a  similar  phys- 
iological kick,  tripping  the  noodle's  reward 
circuitry.  A  DaimlerChrysler  study  in  Ulm 
showed  pictures  of  66  different  cars — 22 
sports  cars,  22  sedans  and  22  small  cars — 
to  a  dozen  men,  with  an  average  age  of  3 1 , 
as  they  lay  in  a  scanner.  Far  more  than  the 
other  models,  sports  cars  excited  areas  of 
the  brain  associated  with  reward  and  re- 
inforcement. Among  the  sports  cars  that 
generated  the  strongest  brain  responses: 
the  Ferrari  360  Modena,  the  BMW  Z8  and 
the  upcoming  Mer- 
cedes SLR. 

It's  not  just  that 
sports  cars  have  a 
more  pleasing  shape, 
Walter,  the  psy- 
chiatn,t  with  the  Uni- 
versity Clinic  of  I  !lm 
wht-  solved  in 

the  s 

pet  the  drivei 
and     social     c 
nance.  "A  sports 
like  a  peacock's  tail, 
says  Walter,  a  Honda 
driver.  "Why  should  a 
female  peacock  choi 
huge  tail?  Because  :i'  you 
successful  as  an  animal,  yo 
invest  energy  in  such  a  us>  1< 
other  words,  as  people  have  ki  10 
our  Paleolithic  forebears  carved  t. 


% 


Take  the  taste  test:  Subjects  at  Baylor  College  of  Medicine 
register  their  preferences  for  Coke  or  Pepsi  with  the  help  of  MR 


uired:  Corroboration  of  a 
p'a  influent*-  in  a  brain  scan. 


fertility  goddesses,  sex  sells. 

Soda  has  an  interesting  effect  on  our 
heads,  too.  A  century  after  Coca-Cola  took 
cocaine  out  of  its  flagship  beverage,  neu- 
roscientists  are  learning  that  soft  drinks 
still  work  like  the  illicit  drug — as  well  as 
like  fat,  salt,  sugar — on  our  brains. 
P.  Read  Montague,  a  neuroscientist  at  Bay- 
lor College  of  Medicine  in  Houston,  has 
demonstrated  that  subjects'  brains  regis- 
ter a  preference  for  Coke  or  Pepsi  that  cor- 
relates with  the  product 
they  choose  in  blind 
taste  tests.  (His  study  is 
not  funded  by  the  cola 
giants.)  The  brain  of 
"Subject  P"  on  the 
monitor  in  the  Human 
Neuroimaging  Lab,  for 
instance,  shows  he  is  a 
Pepsi  lover.  After  he  got 
35  alternating,  but 
unidentified,  squirts  of 
Pepsi  and  Coca-Cola 
through  a  pacifierlike 
device  while  he  was  in  a 
scanner,  blood  flooded 
areas  of  his  brain  involved  in  reward  and 
decision  making,  but  primarily  after  doses 
of  Pepsi.  In  the  neural  taste  test  of  40  sub- 
lets, Montague  found  that  kind  of  re- 
ponse  less  powerful  with  Coke. 

So  why  does  Coke  outsell  Pepsi?  It  has 


to  do  with  the  power  of  branding.  ] 
searchers  are  starting  to  decode  the  nei 
signature  for  brand  preference.  Just 
Meaux,  a  neuroscientist  at  the  prival 
held  BrightHouse  Institute  for  Thou 
Sciences  in  Atlanta,  says  the  medial  p 
frontal  cortex  is  active  when  people  beh 
images  of  things  to  which  they  are 
tremely  attached.  In  a  recent  BrightHo 
Institute  study,  30  subjects  were  put  in  f 
scanners  and  viewed  images  of  produ 
people  and  activities — rock  climbing,  Pi 
ident  Bush,  BMWs  and  the  National  i 
quirer,  among  them.  "Preference  has  m 
surable  correlates  in  the  brain;  you  can 
it,"  says  Meaux,  whose  company  chai 
on  average  $250,000  for  such  a  study. 

If  companies  can  calibrate  change; 
preferences  over  time,  it  may  help  them 
gineer  more  durable  brand  loyalty.  "1 
stuff  is  objectively  measurable,  and  tfi 
are  differences  we  can  use  to  help  guide 
decisions  in  how  we  market  to  pebp 
Meaux  says.  "We  can  see  how  we 
change  our  behavior  so  someone  will  w 
to  align  with  us." 

Orwellian?  Don't  worry  about  it, ! 
Baylor's  Montague:  "Marketers  are  aire 
in  your  underwear  drawer."  These  wor 
have  been  around  forever.  In  1957  Va 
Packard's  sensationalist  bestseller  Vie  t 
den  Persuaders  suggested  that  consun 
might  be  susceptible  to  "subthresho 
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re  being  asked  to  do  more.  You're  beinj^H 
idows  Server  2003  is  designed  to  n^^| 
p  you  deliver  an  end-to-end  secur 
>s!e.  Download  your  free  evaluation  coo^H 
rosoft.com/windowsserver2003  Soft&ale 

\LCOMM  Incorporated,  the  wireless  technol§' 
communications-  infrastructure  on  Win^ 
Active  Directory  service.  Group  Policy, 
ure  wireless  access,  remote  connection 
Aoyees.  QUALCOMM  anticipates  a  moi 
if  management  costs. 
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CAN  A  SECURITY  BLANKET 
BE  MADE  OF  SHEET  METAL? 


YOUR  FAMILY'S  SAFETY  IS  YOUR 
MOST  IMPORTANT  CONCERN.  WHICH 
IS  WHY  IT'S  SO  IMPORTANT  TO  US. 


We  designed  the  first  car  seat  to  help  protect  children. 
And  we  invented  the  modern-day  front  crash  test 
dummy.  We  were  the  first  to  make  air  bags  available  to 
the  masses.  And  we  introduced  drivers  to  infrared 
Night  Vision.  Over  the  years,  our  dedication  to  safety 
has  helped  save  countless  lives. 

Today,  we  continue  to  set  the  standard  with  OnStar,® 
one  of  the  most  important  safety  innovations  ever.  This 
GM-pioneered  system  helps  keep  drivers  in  contact 
with  a  live  Advisor  24  hours  a  day,  365  days  a  year* 
Wherever  you  are,  OnStar  is  there.  It's  the  peace  of  mind 
over  two  million  GM  drivers  have  come  to  trust.  Which  is 
why  we  offer  it  on  over  40  different  GM  cars  and  trucks. 

Our  safety  measures  don't  stop  there.  Later  this 
year,  we're  introducing  the  first  ever  Advanced 
Automatic  Crash  Notification  system.  This 
groundbreaking  technology  reports  vital  crash 
data  to  the  OnStar  Center,  such  as  the  severity  and 
direction  of  impact,  helping  emergency  response 
teams  prepare  before  they  even  arrive. 

And  this  is  just  the  beginning.  Because  at  GM, 
we're  dedicated  to  building  safe  cars  and  trucks.  And 
making  sure  you  feel  protected  every  time  you  get 
behind  the  wheel. 

NIGHT  VISION.  ALLOW  US  TO  SHED  SOME  LIGHT. 


A  lot  of  companies  are  using 
cameras  these  days.  But  only 
GM  is  using  one  like  this:  a 
high-powered,  ferroelectric 
heat-sensing  camera  -  aka, 
Night  Vision.  Offered  exclusively 
in  the  Cadillac  DeVille,  this 
fi^st-of-its-kind  feature  harvests 


thermal-imaging  technology  from 
the  military  to  help  drivers 
see  beyond  the  range 
of  low  beam  headlamps, 
y  projecting  infrared 
mages  onto  the  windshield, 
Night  Vision  can  give  drivers  some 
extra  time  to  react. 


OnStar    is    on    the    scene    fast. 

When  a  crash  occurs,  a  quick  medical  response 
can  mean  the  difference  between  life  and  death. 
The  OnStar  Air  Bag  Notification  System*  can  help 
first-aid  get  to  the  scene  faster.  If  a  vehicle's 
front  air  bag  deploys,  an  emergency  signal 
is  sent  automatically  to  the  OnStar  Center. 
An  Advisor  will  attempt  to  communicate  with 
the  vehicle's  occupants.  If  there  is  no  response, 
or  if  the  car's  occupants  report  an  emergency, 
the  Advisor  will  contact  the  nearest  appropriate 
emergency  services  provider       CfciiStar 


The  National  Highway  Traffic  Safety  Administration 
(NHTSA)  gave  Chevy  Impala  five  stars  for  frontal  crash 
safety,  the  highest  government  rating** 


Beneath  the  inviting  exterior  of  the  Saturn  Ion  is  a 
mighty  steel  spaceframe.  This  reinforced  safety 
structure  helps  preserve  occupant  space  in  a  crash. 


GM  Versatrak™  is  a  move  in  the  right  direction. 
Available  on  the  Buick  Rendezvous,  it  adds  torque  to 
the  rear  wheels  when  conditions  get  slippery. 


The   latest  news,   reviews  and  a  glimpse  of  the  road  ahead.  See  it  all  at  www.gm.com/story. 
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OnStar  services  require  vehicle  electrical  systerr  .,:e  and  operating  for  features  to  function  properly.  Visit  www  onstar.com  for 

iystem  information  and  details  "Testmq  cond  listration  (NHTSA)  as  part  of  its  New  Car  Assessment  Program  (NCAP; 


stimulation,  such  as  odors  and  sounds,  that 
"are  just  out  of  the  range  of  conscious 
awareness."  In  time  the  panic  over  sublim- 
inal advertising  subsided.  But  now,  sighs 
Harvard's  Zaltman,  "There  are  people  who 
think  we  can  insert  ideas  into  people's 
thinking."  Not  so,  he  says.  His  brain  re- 
search, which  has  attracted  business  from 
companies  like  Coca-Cola,  Hallmark  and 
Johnson  &  Johnson,  is  aimed  at  under- 
standing consumer  motivation. 

Outside  of  places  like  North  Korea, 
brainwashing  doesn't  hold  much  com- 
mercial appeal.  But  insights  into  decision 
making  and  emotions  are  ripe  for  ex- 
ploitation. Take  the  prefrontal  cortex,  an 
area  that  plays  a  key  role  in  levelheaded 
decision  making  and  long-term  goals.  It 
takes  years  to  develop  and  then  starts  to 
lose  some  of  its  swagger  when  we're  in  our 
late  50s.  That  means  kids  under  12  and 
older  people  are  more  susceptible  to  urges 
that  come  from  the  amygdala,  the  emo- 
tional hot  button  in  our  heads.  It  responds 
to  threats,  emotional  communication  and 
sexual  imagery — some  of  the  stuff  we  see 
or  hear  in  ads  and  other  marketing  ploys. 
The  cookies  on  the  low  shelf  in  the  gro- 
cery store  are  aimed  at  the  5-year-old's 
amygdala;  an  investment  scam  is  aimed  at 
the  amygdala  of  a  retiree.  "By  under- 
standing the  development  of  the  pre- 
frontal cortex,  companies  can  market 
things  in  different  ways,"  says  Jordan 
Grafman,  chief  of  the  Cognitive  Neuro- 
science  Section  of  the  National  Institute 
of  Neurological  Disorders  &  Stroke  at  the 
National  Institutes  of  Health.  "There  may 
be  certain  combinations  of  pitches  they 
can  use  to  appeal  to  the  amygdala  and  pre- 
frontal cortex.  Or.  if  they  know  the  age 
range  of  people  watching  a  TV  show,  they 
can  change  a  commercial  to  target  them 
in  different  ways." 

The  rational  respons  to  the  injection 
of  brain  waves  into  Madison  Avenue  is  that 
it  will  neither  revolut,  dieting  nor 

make  us  consumer  slave  !ther,  yield 

incremental  benefits.  "1 ,  brain  is 

the  most  complicated  thing 
says  John  Van  Horn,        v 
professor  in  psychology  ai   11 
at  Dartmouth  College.  "It  \    u 
gant  to  say  we  could  stick  someone  u  i 
chine  and  understand  everything."  F 
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'here  is  a  lot  of  emc 
associated  with  toi 
paper,"  says  G. 
Clotaire  Rapaille  in  thick 
accented  English.  "You  c 
reject  your  family— 'Morr 
stay  outside'— and  they 
praise  you!  Wow!" 

Marketers  like  Procti 
Gamble,  maker  of  Charrr 
can't  get  enough  of  such 
sights,  which  explains  w 
Rapaille,  62,  is  in  hot  de- 
mand. A  believer  in  the  c 
lective  unconscious  of  d 
sumers  (and  a  former  ch 
psychiatrist),  Rapaille  is 
able  to  cajole  regular  foli 
into  offering  up  their  dee 
est  feelings  about  and  m 
ories  of  everything  from 
recreational  vehicles  to 
paper  towels.  The  latter 
parently  appeal  to  moms 
whom  cleanliness  plays 
a  "reptilian"  desire  to  ma 
sure  their  genes  survive.  "You're  not  just  cleaning  the  table,"  says  Rapaille.  "You  a 
saving  the  whole  family." 

Research  by  Rapaille's  Boca  Raton,  Fla.  company,  Archetype  Discoveries  Wor 
wide,  starts  with  a  three-hour-long  session,  during  which  he  turns  off  the  lights,  p 
a  20-minute  relaxation  tape  and  invites  subjects  to  snooze  on  the  floor.  When  the 
awake,  they  scribble  their  first  memory,  most  powerful  experience  and  last  experi 
ence  with  a  product,  like  Jack  Daniel's  (for  Brown-Forman),  or  a  social  issue,  sue 
teen  pregnancy  (for  Johnson  &  Johnson).  "They  remember  things  imprinted  befc 
they  could  speak,"  says  Rapaille,  who  wears  his  flame-colored  hair  in  a  pompadoi 
"It's  just  amazing." 

So  are  his  fees:  $225,000  for  a  study  like  the  one  on  paper  products;  $25,000 
a  45-minute  lecture;  $125,000  for  a  group  session  (for  companies  like  P&G  and  IBIv 
an  issue  such  as  America-bashing  in  Europe. 

Clients  use  Rapaille's  revelations— delivered  orally,  never  in  writing— to  design 
products,  packaging  and  advertising.  The  key  is  devising  a  "code"  for  a  brand  or  cc 
pany— "independence"  for  toilet  paper  or  "home"  for  coffee— which  the  client  can  i 
into  a  commercial  metaphor.  For  instance,  Rapaille  says  DaimlerChrysler's  use  of  a 
in  a  recent  print  ad  came  out  of  a  brand  study  by  Archetype.  Boeing  has  hired  Rap 
to  conduct  15  studies  in  recent  years.  R.  Blake  Emery,  a  psychologist  and  director  < 
differentiation  strategy  at  Boeing  Commercial  Airplanes,  is  a  big  fan,  even  though  1 
admits  Rapaille's  method  "smacks  of  some  weird  California  woo-woo  thing."  The  in 
sights  might  yield  results  in  a  new  airplane,  the  Dreamliner,  due  in  2008. 


Consumer  therapy— at  $225,000  a  pop:  Clotaire  Rapaille. 


Turns  coach      i 
into  first-class 


The  ultra-small,  full-featured  notebook  you  don't  have  to  make  room  for. 

More  lap  and  tray  table  room.  A  wide-screen  display  with  Dolby  stereo.  Enough  battery  life  for  a  full-length  double  feature. 
With  its  ultra-small  size  and  ultra-big  multimedia  capabilities,  the  award-winning  Fujitsu  LifeBook"  P5000  notebook  will  make 

any  trip  feel  like  an  upgrade.  A  "micro"  revolution  in  mobile  computing,  the  LifeBook  P5000 
^^f^^  notebook  features  Intel'  Centnno"  mobile  technology,  a  modular  bay,  and  extended  battery  life  in 

Wfc<2ll    ittW  an  8"  x  '  0"  chassis  you  have  to  see  to  believe.  Watch  DVDs,  burn  CDs,  or  drive  powerful  mobile 

applications--  without  having    o  lug  around  an  extra  carry  on. To  see  what  your  new  travel 
companion  can  really  cio  caii  1 .877.372.3473  or  visit  www.fujitsupc.com/firstclass. 


Fujitsu  recommend?  ?~;  rosoff  Windows®  XP  Professional  for  Mobile  Computing. 
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From  Internet 
video  to 

basketball  team: 
Mark  Cuban. 


'*.■ 


s£ 


m 


Trevor  Blackwell  and  his  robot,  Bottom. 


■HBNHHHl 


Purple  People 

When  the  Internet  roared,  Yahoo  spent  lavishly  on  acquisitions,  m< 


BY  KERRY  A.  DOLAN 

'  'AY  IN  A  SLEEPY  ONE- 
>ry  ofii  -  omplex  in  Moun- 
tain 'if.,  Trevor  Black- 
i  get  a  robot  to 
wall  armless  5  lh- 
foot-tall  con  i  Bottom — 
powered  by  an  a  r  nd  guided 
by  a  software  pi  for  two 
minutes,  subtly  f  Then 
it  keels  over,  hi  - 

Getting  llu  -  plv  lo 

stand  up  stxaigl  Slack- 

well  is  optimistic.  at  I'm 

hoping  to  get  this  u> 
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make  a  cheese  sandwich,"  he  says.  Seriously. 

His  company,  Anybots,  aims  to  produce 
general-purpose  robots  for  home  use.  His 
vision:  A  few  years  from  now  humanoid  ro- 
bots— remotely  controlled  by  joystick  jock- 
eys at  call  centers  in  low- wage  countries  like 
China — will  prepare  your  lunch,  take  out 
the  garbage,  do  the  laundry.  "What  I  really 
wanted  was  something  diat,  if  it  worked,  it 
would  change  the  world,"  he  says  earnesdy. 

Blackwell,  33,  already  has  played  a  bit 
part  in  changing  the  Internet  world.  In 
1995,  while  working  on  his  Ph.D.  thesis  in 
computer  science  at  Harvard,  he  helped 
launch  a  startup  called  Viaweb  that  set  up 


online  storefronts  for  retailers.  In  June 
he  hit  the  jackpot — the  20-employee  c 
pany  got  acquired  by  Yahoo  for  $49  mi 
in  stock.  Blackwell's  share  was  "in  the 
eight  digits,"  he  says. 

Yahoo,  priced  at  $158  when  it  bo' 
Viaweb,  had  slid  to  $20  by  the  time  Bl 
well  left  the  company  in  May  2001. 
along  the  way  he  cashed  out  enough  o 
"purple  dollars"  (purple  is  a  Yahoo  si 
ture  color)  to  pay  for  the  robot  ventun 
rents  3,800  square  feet  of  office  space 
postcrash  $12  a  year  per  square  foot 
two  employees  and  is  looking  to  hire  i 
more.  He  figures  he  will  put  $1  millic 


ahoo  s  Millionaires 


VivaSmart  cofounder  Amr  Awadallah. 


)wn  money  into  the  venture  before 
ing  for  other  investors. 
During  the  bubble,  deals  like  the  Via- 
purchase  happened  almost  daily. 
n  1998  to  2000  North  American  tech 
panies  spent  $1.66  trillion  on  acquisi- 
5,  says  Broadview  International.  They 


sellers  in  the  Yahoo  deals  and  found  that 
every  one  of  them  is  at  work  on  something 
new  and  vital,  a  few  of  them  on  several 
projects  at  once.  Only  five  still  work  at 
Yahoo.  Ten  are  entrepreneurs.  Four  are 
angel  investors  or  venture  capitalists,  and 
two  others  are  weighing  new  chief  execu- 
tive jobs.  The  rest  are  teaching,  writing  or 
consulting.  Sure,  for  many  their  workdays 
are  shorter  than  they  used  to  be,  but  entre- 
preneurial drive  is  tough  to  quash. 

Now  that  the  frenzy  has  died,  it's  hard 
to  find  remnants  of  some  of  Yahoo's 
acquired  companies,  much  less  remember 


Bds  of  people  into  instant  millionaires. 


where  the  team  plays.  He  also  has  put  some 
$25  million  into  HDNet,  a  high-definition 
TV  channel  carried  over  satellite;  at  least 
$10  million  into  a  film  company  whose 
GodSend,  set  for  release  in  October,  stars 
Robert  De  Niro;  and  $41  million  on  a  pri- 
vate jet. 

David  Bohnett  has  chosen  to  spread 
his  bets — and  his  time— more  broadly. 
Bohnett,  47,  spent  15  years  in  the  con- 
sulting and  software  worlds  before  found- 
ing GeoCities  in  late  1994,  when  Internet 
usage  was  nascent.  GeoCities  enabled 
groups  of  people  to  form  communities  on 
the  Web,  and  it  caught  on  like  wildfire.  By 
December  1998  it  was  the  third-most-vis- 


I  for  the  most  part,  with  the  funny 
ley  of  their  own  inflated  stock.  When 
bubble  burst,  what  happened  to  all 
wealth?  Some  of  it  evaporated,  when 
lers  couldn't  or  wouldn't  sell.  A  lot  of 
still  extant  and  is  funding  new  ven- 
5,  like  Blackwell's.  During  its  buying 
e,  which  peaked  just  before  the  turn 
le  century,  Yahoo  spent  $10  billion  on 
lisitions,  creating  some  450  new  mil- 
lires.  (It  continues  to  do  so;  its  recent 
3  billion  cash  and  stock  deal  to  acquire 
search  firm  Overture  leaves  founder 
iam  Gross  with  $75  million.) 
'DRBES  tracked  down  25  individual 


What  happened  to  all  that  newfound  wealth? 


their  names.  HyperParallel?  Yoyodyne? 
Internet-video  firm  Broadcast.com, 
acquired  for  $4.9  billion  in  stock  in  1999, 
is  still  around  but  doesn't  amount  to 
much;  it  will  produce  just  $20  million,  or 
2%,  of  Yahoo's  revenue  this  year,  says 
Deutsche  Bank  analyst  Jeetil  Patel. 

Mark  Cuban,  cofounder  of  Broad- 
cast.com,  walked  away  with  $1.3  billion, 
which  he  quickly  converted  into  cash. 
Cuban,  45,  has  redeployed  his  windfall.  He 
spent  $307  million  on  the  Dallas  Mavericks 
basketball  team  and  half  of  the  arena 


ited  Internet  site.  Yahoo  made  a  bid  in  Jan- 
uary 1999;  when  the  deal  closed  four 
months  later,  it  was  worth  $3.2  billion 
(plus  $800  million  in  options).  Bohnett's 
8.1%  stake  netted  him  $260  million  in 
Yahoo  stock,  most  of  which  he  later  sold. 
Bohnett  set  up  shop  as  a  venture  capi- 
talist, putting  $20  million  in  15  companies. 
PlanetOut  Partners,  a  Web  site  catering  to  a 
gay  clientele,  advertised  on  GeoCities;  its 
then-chief  executive,  Andrew  Cramer,  asked 
Bohnett  to  invest  and  become  a  director, 
which  he  did.  Bohnett,  who  is  gay,  is  chair- 
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'When 


eputation  is  on  the  line, 
ilace  your  Call  Center 
n  Ontario/' 

lulTsapans,  President  &  CEO,  Hewlett-Packard  (Canada)  Co. 


Currently  home  to  over  3,000  Call  Centers,  Ontario  boasts  North  America's  most 
advanced  telecommunications  infrastructure.  No  wonder  that  technology  leader,  HP  Canada, 
chose  Ontario  as  the  base  for  their  newest  Call  Center.  •  Charged  to  provide  customer  support 
for  both  consumer  and  small  business  products,  the  Hewlett-Packard  Customer  Care  facility 
connects  19  of  20  callers  with  expert  assistance  in  under  three  minutes.  "As  the  PC  pace-setter 
in  Canada,  we  knew  that  our  customer  service  had  to  be  in  the  same  league  as  our  products, 
with  excellent  technical  support  to  all  callers,"  notes  Mr.  Tsaparis.  •  Ontario's  state-of-the-art 
infrastructure,  coupling  fiber  optic  lines  with  digital  switching,  is  just  one  of  the  advantages  of 
locating  here.  •  13  community  colleges  offer  accredited  Call  Center  CSR  and  management 
programs.  •  Our  workforce  is  professional,  polite  and  well-trained  to  be  of  service  -  in  100  different 
languages.  •  Turn-over  is  a  small  fraction  of  U.S.  norms,  and  KPMG  confirms  that  our  basic 
business  costs  are  highly  competitive.  So  it's  no  surprise  Ontario  is  now  among  the  leaders 
in  Call  Center  job  growth  in  North  America.  To  learn  how  Ontario  can  be  of  service,  simply  call. 


v  ww.  2  on  tar 

800  8191 


Ontario 

Canada 

The  Futures  Right  Here 


Yahoo's  Millionaires 


man  of  the  board.  Bohnett  hasn't  come 
close  to  replicating  his  success  with  Geo- 
Cities,  but  he  has  had  a  few  wins.  Onliner 
Gamesville.com  was  acquired  by  Lycos  for 
$207  million  in  November  1999.  And 
Stamps.com,  which  sells  postage  stamps 
over  the  Net,  had  a  brief  moment  in  the  sun 
after  it  went  public  in  mid- 1999.  Some  of 
his  bombs:  Crescenda  Wireless,  a  developer 
of  software  for  handheld  computers  that 
dissolved,  and  Encryptics,  a  Stamps.com 


ticket-printing  spinoff  that  went  nowhere. 

"Like  every  venture  fund,  it's  been  a 
tough  go,"  says  Bohnett  from  his  office  in , 
Los  Angeles.  "But  we're  above  water." 
Bohnett  spends  about  two-thirds  of  his  time 
on  philanthropic  and  political  issues.  His 
foundation  has  given  $5.5  million  to  gay 
causes  and  a  campaign  to  ban  handguns. 

Amr  Awadallah,  32,  is  one  of  the  few 
sellers  still  at  Yahoo.  He  sold  e-commerce 
content  management  firm  VivaSmart  to 


Yahoo's  Gravy  Train 

Since  going  public  in  1996,  Yahoo  has  spent  $11  billion  on  20  acquisitions.  Most  of 
the  entrepreneurs  didn't  stick  around  for  very  long,  as  the  sampling  below  shows. 

Drebes  >«  I 


Co.  acquired  •  Price  •  Founder/  Cofounder 


Paths  through  Yahoo 

No  longer  at  Yahoo 
Never  joined  Yahoo 
Still  at  Yahoo 

Sources:  SBC  filings:  Forbes  estimates. 


ViaWeb  •  $48. 6M  •  Trevor  Blackwell 


$50M  •  Bruce  Spector  1 


Yoyodyne  •  $26.7M  •  Seth  Godin  — l  Drebes  left  with  $15M+ 


GeoGties*  S4B  •  David  Bohnett 


Broadcast.com  •  $4.9B  •  Mark  Cuban 


Arthas.com*$113M  •  Robert  Simon 


VivaSmart  •  $8.9M  •  Amr  Awadallah 


--  Made  $260M  from  the  deal 


-  Spector  left  with  $8M- 


—  Made  $1.3B  from  the  deal 


—  Godin  left  with  $13M 


Inktpiiii*  $279M  •  Eric  Brewe 


Yahoo  in  May  2000  for  $8.9.  millio 
stock.  Now  he's  a  software  engineer 
Yahoo's  search  service. 

Awadallah  had  dreamed  of  reapii 
fortune  more  like  those  of  the  Yah 
founding  duo  from  Stanford,  wher 
was  getting  his  Ph.D.  in  electrical  e 
neering.  But  by  the  time  he  sold  to  Ya 
VivaSmart  had  nearly  run  out  of  c 
gone  through  an  aborted  sale 
ExciteAtHome  and  lost  all  its  custon 
His  take  from  the  sale  was  $2  million 
most  of  that  was  in  restricted  Yahoo  st 
whose  price  began  shriveling  from  the 
the  deal  closed.  He  ended  up  with 
enough  to  buy  a  house  in  Silicon  Vail 

"There  was  definitely  a  period  whe: 
were  very  sad,"  says  Awadallah.  "But 
very  happy  about  the  outcome.  Thin 
how  many  companies  shut  down." 

Awadallah's  partner,  Thai  Tran,  1 
as  if  he  were  still  a  college  student 
rented  a  room  in  a  house  and  didn't 
any  furniture.  One  day  in  January  2 
when  the  stock  was  at  $34,  he 
enough  shares  to  buy  an  Audi  S4.  Late 
year  he  bought  a  house.  "It  feels  kin 
funny  to  say  this,  but  it's  kind  of  nk 
have  possessions,"  says  Tran,  26. 

Awadallah  works  on  his  Ph.D.  in  c 
puter  systems  at  Stanford  while  watc 
over  two  other  fledgling  companies- 
top  of  his  full-time  Yahoo  position.  Hfl 
invested  $20,000  in  Diagnosoft,  a  com] 
started  by  a  friend  to  sell  software  for 
lyzing  magnetic  resonance  images  ol 
heart.  Awadallah  is  interim  chief  execv 
He  found  programmers  in  his  native  E 
to  write  the  software  for  10%  of  wh 
would  cost  in  the  U.S.  His  second  ver 
is  a  Web  retailer  that  targets  expat: 
Egyptians  who  want  to  send  gifts  like  f 
ers  or  even  a  sacrificial  sheep  to  friends 
relatives  back  home.  His  wife  oversee 
site  and  new  products,  and  his  mom  a 
sister  in  Egypt  make  sure  things 
shipped.  Sales  to  date:  $10,000.  Yet  Aw; 
lah  has  high  hopes. 

"Egypt  has  70  million  people,  but 
5  million  [including  expatriates]  are 
line,"  he  says.  "As  Internet  penetra 
grows,  we  hope  we  will  be  the  Amaze  I 
Egypt." 

Additional  reporting  by  Nicole  Ridgv 
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ey  attack  in  small  bursts,  these  paralyzing  bugs,  from  multiple  sources  against  a  single  target. 


d  before  you  know  it,  they've  devastated  an  entire  computer  network.  From  critical  information 


otection  to  systems  management,   Northrop  Grumman  is  prepared  for  the  prospect  of  cyber 
irfare.  In  battle,  information  is  a  resource^ as  weLL;-as  a  prized  target.  Northrop  Grumman  delivers 
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oven  technologies  to  virtually  every  U.S.>Defense  and  Federal  agency  worldwide,  including  NATO 
nmand  centers.  Our  expertisee^hds^^he  pfit^tiorji;  of  critical  infrastructure,  enterprises  and 
,sion-specific  systems — -virtu^|^-vev€ap|^a^'r^^ir|d|to  transform  information  into  victory. 


v.northropgrumman.com 

:p  Grumman  Corporalion 
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jagna  International 
|rt||l|^rig  some  of  Europe's  most  prestigious  cars  in  its  own  factories. 

Hello;l)etroit.  by  johnturrettini 


Y  Til'*;  i  \  Ll               IF.  FACTOR"  IN  SOUTHERN  AUSTRIA 
ii'            i ■  '           it       .li  con  iliK       '    \  spo  ;  util- 
ity vehicle    a         [e      les-Bei  static  i  wagons.  No, 
"tho  •  carmakers  have  t  merge  into  some  crazy-quilt 
behemoth.         owne       th    factoi  igna  International,  a 
Toronto-based    ito  parte  make  . 

Magna,  the  world's  sevei         rg<  upplier($13biflion 

revenue  in  200   I          urn<  .  d        Magna 

Steyr  into  the  only  parts  <  >mpan;  ofl  ikers  fully  out- 
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industrial  chic:  Magna  Chief  Executive  Belinda  Stronach. 

sourced  engineering  and  production.  A  car  manufacturer 
vides  Magna  the  styling  for  a  new  model  and  a  chassis  to  bu 
off  of,  and  Magna  executes  the  engineering,  builds  the  asse 
line  and  produces  the  cars. 

Except  for  a  few  small,  mostly  ill-fated  efforts,  you  won')  II 
American  branded  manufacturers  having  their  cars  built 
engineered  at  outside  plants.  Overcapacity  at  company-o\ 
factories  and  union  opposition  have  slowed  such  plans. 


e  better  collaboration. 
e  faster  decisions. 
e  lower  costs. 


From  the  leader  in  collaboration,  a  new  wa^tdxto  business  that  increases  responsiveness  and  simplifies 
access  to  people,  information  and  proM^ses^0^Nor^^ie  delivers  wide-scale  collaboration  for  everyone 
m  your  workforce.  Openly.  Flexibly.  Affofdably^rth  business  results  on  demand.  To  learn  more  about  the 
first  Workplace  offering,  see  our  demo  of  Lqbis  Workplace  Messaging"  at  ibm.com/lotus/seeworkplace 
{e-business  on  demand  software 


mm 


3M.  Lotus.  Workplace  Messaging,  the  e-business  )ogq;; 
Ui'ted  States  and/or  other  countries  Certain  inform|ii 
2002-2006"  Certain  cost  information  herein  based  On  ;a 


dernarks  or  trademarks  of  International  Business  Machines  Corporation  in  the 
asfd  on  WW  IK  revenue.  July  2002.  IDC  WW  ICE  Forecast  and  Analysis, 
dclient/serverHCE.  £.'2002  IDC.  ;  2003  IBM  Corporation.  All  rights  reserved. 


Magna 


But  European  manufacturers  like  Bayerische  Motoren 
Werke,  whose  plants  are  already  running  flat  out,  are  embracing 
the  practice.  Europe  has  a  bit  of  history  with  this  method.  In 
past  decades  coach  builders  like  Pininfarina  in  Italy  and  Kar- 
mann  in  Germany  jazzed  up  designs  and  produced  specialty 
cars,  like  Volkswagen's  Karmann  Ghia.  Now  Europeans  are  out- 
sourcing engineering  as  well  as  design  and  production.  The  idea 
is  to  free  up  resources  for  a  company's  mainstay  products,  while 
getting  niche  vehicles  out  the  door  sooner. 

BMW  says  that's  why  it  turned  to  Magna  to  build  its  small 
SUV,  the  X3,  which  will  debut  in  a  few  months.  It's  the  first  BMW 
built  in  a  non-BMW  plant.  BMW  says  the  move  accelerated  pro- 
duction of  the  estimated  $35,000  car  by  several  months.  And 
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Auto  parts  executives  aren't  usually  fodder  for  tabloid  treatment,  but  in  Canada 
Belinda  Stronach  and  her  father,  Frank,  are  the  best  boldface  items  since  Maggie 
Trudeau.  A  few  months  ago  they  were  both  in  the  headlines,  thanks  to  Belinda's 
string  of  eyebrow-raising  appearances  with  Bill  Clinton  and  an  uproar  over 
Frank's  compensation. 

A  demure  37-year-old  college  dropout,  Belinda  is  chief 
executive  of  Magna,  a  company  her  father  founded  in  1957 
and  still  chairs.  Last  spring,  as  it  does  most  springs,  Canada's 
press  erupted  over  the  70-year-old  Frank's  pay.  This  time 
around  it  was  $33  million  (U.S.). 

Maybe  he's  worth  it.  Frank  is  a  rainmaker  for  the  auto 
parts  firm  and  has  built  it  into  a  global  powerhouse.  Also 
note  that  Frank  is  pretty  generous  with  the  factory  workers, 
making  them  some  of  the  industry's  best  paid  and  historically 
least  sympathetic  to  unions. 

As  for  Belinda,  who  declined  comment  on  her  relationship 
with  Clinton,  she's  now  in  the  midst  of  her  second  divorce, 
this  time  from  Norwegian  Johann  Olav  Koss,  four-time 
Olympic  gold  medalist  in  speed  skating.  Her  first  husband,  Donald  Walker,  also 

nppened  to  be  her  predecessor  as  chief  executive  at  Magna.  When  Belinda  was 
ready  to  take  over,  in  2001,  he  moved  to  one  of  Magna's  subsidiaries,  where  he 


Hot  copy: 
Frank  Stronach 
and  daughter 
Belinda. 


is  as  chief. 
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costs  should  be  lower,  thanks  in  part  to  Magna's  30%  lower  labor 
costs  in  Austria  compi  i  :d  with  Germany's.  An  ilysts  also  estimate 
that  BMW's  upfront  costs,  for  defraying  Magr.i's  tooling  and 
startup  expenses,  will  be  only  about  $100  million,  rather  than  the 
estimated  $500  mi  uld  have  cost  to  expand  BMW's 

capacity.  Merrill  Lynch  analyst  )ohn  Casesa  estimates  BMW  will 
pay  N I  I  4,000  for  e  v.  h  X3  usibly  reach- 

ing 100,000  in  2005,  thai     i         billion  order. 

Will  custi  'i  ters  pau.se  before  consid*  ring  a  BMW  built  by  out- 
siders? Analysts  say  BMW  essentially  iagna  il  Series 
sports  sedan  chassis  and  a  final  des  gi  u  d  told  Magna 
to  engineer  and  build  the  SUV  off  ol  thi  Mot  so,  says  BMW, 
which  insists  that  virtually  all  the  impoi          ngineering,  apart 
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from  some  of  the  final  assembly  execution,  was  done  by  BI 
and  that  the  X3  is  substantially  different  from  the  3  Series. 

Saab,  too,  turned  to  Magna  when  it  decided  to  develc 
convertible  along  with  its  new  9-3  sports  sedan.  Magna  ei 
neered  much  of  the  body-stiffening  that  convertibles  reqi 
The  process  allowed  Saab  to  bring  the  drop-top  to  product 
at  least  a  year  earlier  than  it  could  have  going  it  alone. 
$40,000  convertible,  which  started  production  this  summe 
the  first  Saab  built  outside  Scandinavia  and  should  account 
20%  of  Saab's  U.S.  sales.  Saab  will  also  benefit  from  the 
labor-cost  advantage  Austria  has  over  Sweden. 

Magna  Chief  Executive  Belinda  Stronach  is  confident 
North  American  carmakers  will  be  inspired  to  do  more  outsoi 
ing.  But  she  has  yet  to  win  big  contr 
from  Detroit,  where  the  Big  Three  now 
just  82%  of  capacity,  according  to 
Worldwide,  and  aren't  looking  for  new 
sons  to  shut  plants  and  incur  layoff  a 
Still,  the  wage  differentials  can't  1 
escaped  their  notice.  Their  assembly  p 
use  labor  that  costs  $25  an  hour,  not  inc 
ing  benefits;  nonunionized  Magna's 
cost  in  Canada  is  more  like  $15.  Marc  N 
an  executive  vice  president,  suggests  Mi 
would  even  support  unionization  at  its 
tories  to  entice  the  Big  Three.  Union 
supplier  workers  in  Canada  make  abou 
same  as  their  nonunion  counterparts. 

Both  GM  and  Ford  have  experimei 
with  farming  out  assembly  work  but ! 
had  questionable  experiences.  For 
coin's  2002  Blackwood,  an  out-of-cha 
ter  $50,000  pickup  truck,  Ford  outsou 
to  Magna  the  engineering  and  produc 
of  the  vehicle's  entire  bed.  Partly  becau 
foul-ups  at  Magna  that  slowed  produc 
the  Blackwood  became  Detroit's  bi§ 
flop  in  decades,  and  Ford  ended  pro< 
tion  after  building  just  1,900  instead  o 
planned  18,000.  Ford  and  Magna  say 
have  resolved  their  differences. 

GM  halfway  embraced  outsourcir 
2000  with  its  Chevy  SSR  pickup-roadster,  a  limited-produ< 
vehicle.  It  was  engineered  and  developed  mainly  by  Mich 
auto  supplier  ASC,  though  GM  assembles  it.  But  accordir 
consultants,  volume  production  started  behind  schedule 
over  budget  (which  GM  and  ASC  deny).  The  SSR  is  going  or 
this  summer,  priced  at  $42,000.  But  GM  says  it's  not  even 
cussing  outsourcing  production  of  any  other  vehicles. 

Chrysler  is  taking  the  leap  with  its  new  Crossfire  coupe.  1 1 
patched  production  to  German  coach  builder  Karmann  to  g(  | 
car  to  market  just  two  years  after  it  created  a  sensation  at  the 
Detroit  auto  show.  Karmann  is  using  Mercedes  powertrain;  W 
axles.  But  it  seems  that  Magna's  brand  of  labor  outsourcinj  BUj 
remain  mostly  a  European  phenomenon — for  now. 
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2  old  apps  combine  with  new 

3  customers  connect  with  partrm 
s  today's  stuff  click  with  tomorrow's. 


m 


WebSphere  software 
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■VebSphere  Business  Integration  is  far  and  away 

Bra.  Open  and  flexible,  WebSphere  lets  you  mo 

rocesses.  WebSphere  delivers  an  infrastructur 

iemands,  on  demand.  For  an  Integration  InfoKiti 
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igrate  and  manage  all  of  your  business 
uickly  responds  to  change,  meeting  business 
(.studies,  visitibm.com/websphere/seeit 


WebSphere,  the  e-business  logo  and  e-b 
s  and/or  other  countries.  Certain  informatL 
— ry  2003."  3  2003  WinterGreen  Rese? 


lernarks  of  International  Business  Machines  Corporation  in  the  United 
n -results  of  the.  WinterGreen  Study.  "Application  Integration  Executive 
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Surgery  in 
The  Sticks 


Managed  right,  a  collection  of  rural  hospitals  can 
make  some  serious  money  |  by  dirk  smilue 


JOSEPH  V.  VUMBACCO   CRISS- 
crosses  the  U.S.  abc  \w  his  Das- 
sault jtr.  prowling  foi  h  >spitals. 
got  i  them  in 

dus  Durant, 

and  Mesquite,  Tex.  rw  wants  n 

The  target  growth  rate  fi  r  he  ccvnp; 
which  he's  chief  e\,   u  Ith 

agement  Associates,  1    twi 
tals  a  year.  But  Vumi 
bought  three  in  a  single  day  last  I )  \ 

No  doctor  himself,  he  nonetheless  | 
scribes  strong  medicine  for  the  hospital  - 
he  buys.  Vumbacco,  57,  has  In  a  I  h<  ispil  'I 
chief  executives,  rebuilt  operating  rooms 
and  recast  hospital  advisory  boards  to  in- 
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elude  more  M.D.s.  He  wants  new  pur- 
chases to  deliver  operating  margins  (net 
before  depreciation,  interest  and  taxes)  of 
25%  within  four  years.  Most  do. 

Result:  The  $2.3  billion  (2002  rev- 
S    HMA  is  far  healthier  than  higher- 
profile  urban  chains,  including  Tenet,  HCA 
and  the  infamous  HealthSouth.  HMA's 
have  climbed  for  the  past  14 
its  return  on  equity,  19%,  is  among 
the  industry,  and  the  com- 
i  the  lowest  debt-to-capital 
linst  an  industry  average  of 
price/earnings  ratio  of  19  is 
idlest  of  the  eight  pub   ;ly 
Hade  ,1  chains. 


Joseph  Vumbacco,  in  surroundings  far 
leafier  than  those  of  many  HMA  hospital  fl 

Sheryl  R.  Skolnick,  an  analyst  at 
crum  Global  Partners  in  New  York  ( 
says  that  while  she's  not  recommenci 
hospital  stocks,  HMA  has  emerged  the  c 
winner  of  a  four- way  shootout  with  n 
Province  Healthcare  ($704  million),  I 
Point  ($743  million)  and  Commui 
Health  Systems  ($2.2  billion)  for  doi 
nance  of  America's  rural  hospitals.  Tl 
hospitals  are  changing  hands  now  at  a 
rious  clip.  Last  year  30%  of  hospital 
quisitions  involved  nonurban  hospi 
up  from  12%  in  2001,  says  Sani 
Steever,  editor  of  the  newsletter  He 
Care  M&A  Monthly. 

HMA  can  gloat  over  its  rivals'  miss 
When  Province  bought  a  run-down! 
year-old  hospital  in  Elko,  Nev.  in  199 
promised  a  new  cardiac  lab,  cancer  ce: 
medical  library  and  psychiatric  j 
grams — all  without  raising  prices  oi: 
during  services.  But  it  fired  half  the  n 
ing  staff,  upped  prices  on  dozen 
procedures  and  incurred  a  lawsuit 
former  chief  radiologist,  Dr.  Joan  M 
Haid,  who  accuses  Province  of  haij 
ment.  The  hospital  went  through  five  ( 
executives  in  as  many  years,  nom 
whom  has  delivered  on  the  promised 
gear  or  services. 

Not  that  HMA  is  without  detrac 
Residents  of  Huntersville,  N.C.  are  pe 
at  HMA  for  its  attempt  to  block  const 
tion  of  a  $56  million  competing  hosf 

Why  would  the  doctor  groups  or  i 
profit  entities  that  own  these  hospital: 
in  the  bush  be  so  willing  to  sell  out?  C 
because  of  financial  distress.  Most  o 
nation's  2,200  rural  hospitals  were 
after  World  War  II.  Now  these  aging 
sometimes  decrepit  institutions  are  in 
of  new  talent  and  technology,  and  the) 
the  financial  leverage  to  cope  with 
practice  and  other  costs  that  are  r 
faster  than  government  reimburseme 

As  for  why  the  chains  want  to  buy 
such  trouble  spots,  they  have  their  at 
tions — like  captive  markets.  Break 
arm  in  Elko  and  you've  got  a  powerfi 
centive  to  go  to  the  Province  hospital 
next  hospital  is  240  miles  away.  Chaii 
course,  also  can  exploit  economies  of 
HMA  rides  herd  on  some  24,000  em 
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ees  with  a  headquarters  staff  in  Naples, 
Fla.  of  only  85.  Its  $12  million  IT  bud- 
get last  year  helped  its  administrators 
consolidate  orders  for  everything  from 
hip  implants  to  paint  for  parking  lots. 

Vumbacco's  biggest  challenge  is  re- 
cruiting M.D.s  to  the  sticks,  then  keep- 
ing them  there,  says  Clifford  A.  Hewitt, 
an  independent  health  care  analyst. 
Most  physicians  in  the  U.S.  are  edu- 
cated on  the  coasts  and  do  their  resi- 
dencies in  big  cities.  Rural  areas  have 
20%  of  the  population  but  only  10% 
of  the  nation's  doctors. 

The  sales  pitch  for  HMA's  300 
physician-recruiters  touts  tools  like  the 
dual-head  nuclear  medicine  cameras 
at  36  of  the  chain's  hospitals — and  the 
only  Gamma  Knife  in  Mississippi.  Bet- 
ter equipment  means  better  treat- 
ment— and  fatter  fees.  Another  incen- 
tive in  the  HMA  arsenal:  choice.  Says 
John  C.  Merriwether,  vice  president  for 
financial  relations,  "If  a  recruit  says 
Durant,  Oklahoma  isn't  what  he's 
looking  for,  we  have  43  other  markets 
we  can  offer." 

While  the  productivity  payoff  for 
keeping  doctors  happy  might  seem  ob- 
vious, the  flip  side  is  less  so:  Restive  or 
disgruntled  docs  can  cost  a  chain 
dearly.  Province  suffered  a  75%  hit  to 
its  stock  price  last  year  after  a  series  of 
embarrassments,  including  a  decision 
by  12  rebellious  doctors  at  Lake 
Havasu,  Ariz,  to  go  "on  vacation"  all  at 
the  same  time,  as  a  protest  against 
Province's  hardball  financial  tactics. 

HMA  tries  to  woo  doctors  with 
ly  growth.  One  of  its 
firs;  .is  Lowrance  Hospi- 

tal, N.C.  Since  it  was 

boi,  wrance  has  ex- 

panded iron  ag  physi- 

cians, pus  ms59%and 

revenues  1.  !  me  for  a 

hospital  usi  in  hand 

with  rising  revenue  I  ks.  Share- 

holders aren't  com]  !  ia's 

stock  has  gone  up  twe  ice  it 

was  offered  publicly  in  1  pa 

tients  may  lx  K  H 

aged  to  cut  wailing  limes  in  it  f 
gency  rooms  to  only  two  hours.  I 
national  average  is  five.  F 
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It's  Nice 
To  Be  Big 

Wal-Mart's  fast-growing  Mexican  arm  is  minting! 
money— and  serving  as  a  model  for  store  growth| 
elsewhere  I  by  kerry  a.  dolan 


JUST  INSIDE  THE  EN- 
trance  to  the  Bodega 
Aurrera  store  in  Mex- 
ico City's  lower-class 
Naucalpan  neighbor- 
hood sit  two  shopping  carts 
filled  with  the  same  sampling  of 
products — things  like  Kellogg's 
Corn  Flakes  and  a  dozen  eggs.  A 
sign  trumpets  the  price  of  the 
goods  bought  at  the  Bodega 
store:  409  pesos,  or  $37.80. 
That's  6%  less  than  the  second 
cart,  which  contains  goods  pur- 
chased at  a  nearby  branch  of 
competitor  Controladora  Com- 
ercial  Mexicana. 

The  message  is  repeated 
throughout  the  store,  with  posted 
signs  and  dated  cashier  receipts 
comparing  prices  of  chicken 
nuggets,  toothpaste  and  clothing 
with  the  competition's.  Not  sur- 
prisingly, the  comparisons  are 
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Wal-Mart 

always  favorable  to  Bodega,  which  is 
owned  by  Wal-Mart's  Mexican  arm. 

Lured  by  such  bargains,  customers 
have  been  flocking  in  ever-greater  num- 
bers to  the  Bodega  Aurrera  store  and 
the  607  other  retail  outlets  across  the 
country  owned  by  Wal-Mart  de  Mex- 
ico. That  helped  Walmex  (as  it's 
known)  increase  revenues  13%  last  year 
to  $10.2  billion.  Pretty  impressive,  con- 
sidering the  Mexican  retail  market  con- 
tracted 1.8%.  Profit  grew  12%  to  $476 
million — at  4.7%,  a  fatter  margin  than 
the  3.3%  its  parent  netted.  Wal-Mart  is 
putting  capital  where  its  profits  lie.  In 
store  count  it  is  growing  faster  in  Mex- 
ico than  in  any  of  the  ten  other  coun- 
tries where  it  operates. 

Walmex  accounts  for  26%  of  Wal- 
Mart's  $40  billion  in  international 
sales,  the  second-largest  share  after  its 
U.K.  operations.  "We  think  Wal-Mart 
de  Mexico  is  a  very  good  model,"  says 
John  Menzer,  president  of  Wal-Mart's 
international  division,  from  his  Ben- 
tonville,  Ark.  office. 

Indeed,  when  Wal-Mart  set  its 
sights  on  Japan  last  year,  it  followed  its 
Mexican  strategy.  In  1991,  in  its  first 
step  outside  the  U.S.,  Wal-Mart 
formed  a  joint  venture  with  Mexican 
retailer  Cifra.  Six  years  later  it  acquired 
a  majority  stake  in  Cifra,  and  in  2000 
changed  the  name.  Today  Wal-Mart 
owns  62%  of  Walmex.  The  remaining 
shares  trade  on  the  Mexican  Bolsa. 
(You  can  get  them  in  the  U.S.  as 
American  Depositary  Receipts,  recent- 
ly quoted  at  $29,  or  27  times  trailing 
earnings.) 

in  Wal -Mart  also  decided  to 
buying  a  6%  stake 
in  retaili  early  2002,  then 

lipping  it  to  in  the  year.  I  earn- 

ing a  lesson  I.  perience  in  Mex- 

ico, where  it  had  to  i  its  <  ilia  stake 

by  buying  shares;:'    \  herprice 

the  open  market,  A  rt  purchased 

warrants  to  potenti.-  i 

position  to  67%. 

Menzei  saw  similai  iti 

Mexican  and  Brazilian  market  demo 
graphics.  So  in  2001  Walmex  employees 
helped  design,  develop  and  set  up  [bdo 
Dia  Stores  in  Brazil.  These  are  modeled 


after  Walmex's  bare-bones,  cut-price 
Bodega  Aurrera  store  format. 

Wal-Mart  customers  worldwide  ben-^ 
efit  from  the  Mexican  connection.  Ear- 
lier this  year  Wal-Mart  opened  a  pro- 
curement office  in  Mexico;  "now 
customers  at  Sam's  Clubs  in  Puerto  Rico 
can  buy  a  Mexican-made  exercise  bicy- 
cle. Walmex  also  put  together  a  group  of 
200  suppliers  that  have  the  scale  to 
export  to  Wal-Mart  U.S.  Result:  For 
Valentine's  Day  this  year,  Wal-Mart  sold 
flowers  from  Mexico  for  the  first  time; 
Eastertime  sales  of  candies  from  Mexico 


Beyblade  with  remote 
control  launcher. 


I  Bought  It  at  Walmex 


Using  logistics  systems  from  its  U.S.  parent, 
Wal-Mart  de  Mexico  keeps  its  inventories 
stable.  Below,  the  ten  biggest-selling  items. 

1.  Mitsui  DVD  (player) 

2.  Beyblades  (toy  tops) 

3.  Capullo  Aceite  (vegetable  oil) 

4.  Kellogg's  Zucaritas  (Frosted  Flakes) 

5.  Jitomate  Saladet  (tomato  salad) 

6.  Pastel  Tres  Leches  (traditional  Mexican  cake) 

7.  Sony  118  Videocamera 

8.  Multiregion  DVD  (player) 

9.  Sony  "Minicomp"  Hi-Fi 

10.  Alpura  2000  Entera  (whole  milk) 

Source:  Wal-Mart  de  Mexico. 

were  brisk.  It  also  likes  to  stock  goods 
from  Mexico  for  Hispanic  customers  in 
the  U.S. 

Walmex  is  not  a  carbon  copy  of  its 

American  parent.  With  its  acquisition  of 

Cifra,  Wal-Mart  inherited  six  different 

formats,  including  apparel  and  restau- 

hains,  that  cater  to  the  disparate 

ments  of  the  Mexican  popu- 

.iega  Aurrera  stores  target 

tw<       income  sector.  Superama 

,  which  are  open  24  hours 

and  mak  home  deliveries,  serve  middle- 

and  up]  come  customers  in  urban 


areas.  The  Wal-Mart  Supercenters 
Sam's  Club  stores  are  similar  to  ti 
U.S.  counterparts. 

Walmex  Chief  Executive  Edua 

Castro  notes  one  big  piece  of  the 

mula  copycatted  from  the  U.S.:  logis 

At  the  ten  Walmex  warehouses  across 

country  most  goods  move  in  one  sid 

the  building  and  out  the  other  on 

same  day.  With  inventory  averagini 

days  of  sales  and  accounts  payable  a 

aging  45  days,  the  company  has  negt 

working  capital  needs.  The  inven' 

management    system    enables    t 

Walmex  and  its  suppliers  to  figure 

which  goods  sold  how  much  in  w 

stores  on  the  previous  day.  So  Wal 

can  tinker  with,  say,  the  price  of  sh 

poo  in  one  Mexico  City  store  ancj 

an  instant  read  on  the  consu 

response. 

Mere  size  helps.  Walmex  is 
largest  retailer  in  Latin  America  I 
with  94,700  employees,  the  largest  1 
vate  employer  in  Mexico.  Its  distr| 
tion  efficiencies  and  its  leverage 
suppliers  enabled  it  to  increas 
market  share  among  the  top 
retailers  from  44%  in  1998  to  51 
2002,  according  to  Morgan  Sta 
The  other  three  announced  in  Julyl 
they  were  forming  a  purchai 
alliance,  clearly  a  defensive  move. 
Todd  McClone,  who  owns  Walm 
a  portfolio  manager  at  the  Wil 
Blair  International  Growth  Func 
shows  the  weakened  position  th 
now  in." 

Despite  the  mediocre  state  o 
Mexican  economy,  which  grew 
0.9%  last  year  and  should  grow  '. 
this  year,  Walmex  is  poised  to 
expanding  at  a  good  clip.  In  th 
months  ending  July  2004,  Walmex  ] 
to  spend  $615  million  to  open  61 
stores  and  restaurants.  And  it  can 
tinue  to  expand  its  selling  space  by ' 
year  for  the  next  12  years,  figures 
analyst  Jose  Yordan.  One  reason:  1 
are  still  1 90  Mexican  cities  with  po] 
tions  of  50,000  or  more  that  don 
have  a  Walmex  store.  Thanks  to  that 
inventory  management,  Walmex  ha 
financial  muscle  to  keep  growing- 
debt  and  $755  million  in  cash. 
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Predicting  and  treating  disease 
will  get  a  whole  lot  easier 
when  monitors  are  implanted. 


BY  ROBERT  LANGRETH 


Medtronic  Chief 
Arthur  Collins  Jr. 
senses  -4  big 
ippgprtunity  m  sensors. 


( )GER  SWENSON  WAS  ONLY  40 
heart  was  so  weak  he 
ln'1      Ik  200  feet  without 
dr.  Four  years  ago 
I  the  University  of 
101  ilanted  on  the 

leofhisl  mental  device 

that  measures  fluid  ,  .  in  the  organ. 

uternet  to 
his  doctors  Jysis.  ce,  called 

the  Chronicle,  <  toppage 

one  night,  and  Sw<    ■  t\<  -  itei  em 

balded  a  tinydclil  ethi  de- 

vice's readings  to  reft 
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son's  diuretics  twice  monthly.  Today  he  is 
well  enough  to  take  short  walks  outside  and 
to  volunteer  at  a  museum.  "Before  it  was 
like  my  doctors  were  blind.  With  the  de- 
vice, you  have  the  feeling  that  someone  is 
watching  over  you,"  he  says. 

The  continuous  checkup  is  here.  Tiny 
implantable  sensors  are  making  their  way 
to  market,  all  with  the  potential  to  trans- 
form the  treatment  of  chronic  diseases 
such  as  heart  failure,  diabetes  and  epilepsy. 
Steady  flows  of  data  on  vital  statistics — 
heart  pressure,  heart  rate  or  blood  sugar — 
will  feed  into  a  personal  dashboard,  bring- 


. 
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Medtronic 


the  trajectory  of  illness  into  sharper 
us.  Information  can  help  eliminate 
tlv  hospital  stays  and  free  doctors  for 
her-order  tasks  such  as  surgeries. 
In  the  works  are  implantable  insulin 
nps  with  glucose  monitors  attached.  A 
farther  off  are  brain  monitors  that  can 
rn  of  oncoming  seizures,  and  heart 
nitors  that  detect  when  arterial  plaque  is 
oming  unstable  and  could  cause  a  heart 
ick  Ultimately,  implanted  monitors  will 
ome  so  unobtrusive  that  even  healthy 
•pie  may  want  them. 
"We're  convinced  this  has  the  ability  to 
ate  better,  more  efficient  patient  care," 
s  Arthur  Collins  Jr.,  chief  executive  of 
dtronic,  the  world's  biggest  stand-alone 
ducer  of  high-tech  medical  devices,  with 
7  billion  in  revenue.  Medtronic  is  now 
:ing  the  Chronicle  on  300  patients.  An 
lier  test  with  32  patients  cut  hospital  vis- 
in  half.  Medtronic  hopes  the  gadget  will 
on  the  market  in  2005. 
Collins  is  counting  on  these  smarter  de- 
cs to  help  meet  his  ambitious  target  of 
to  a  year  earnings  and  sales  growth  for 
next  five  years.  He  plans  to  bundle  wire- 
i  patient-monitoring  capabilities  into  all 
lis  cardiac  defibrillators  and  pacemakers. 
2001,  extending  into  diabetes  care,  he 
id  S3. 8  billion  to  buy  insulin-pump 
ker  MiniMed  and  a  related  firm.  UBS  an- 
st  I  )avid  Lothson,  who  owns  stock  in  the 
npany  and  rates  it  neutral,  estimates  that 
nonitoring  catches  on,  it  could  boost 
xltronic's  share  of  the  defibrillator  mar- 
:from  52%  today  to  75%  in  2008,  adding 
billion  to  revenue. 

Not  without  a  dogfight.  "  [  Medtronic's 
ire  .gain]  assumes  people  will  sit  still  and 
tch  it  happen,"  says  David  Wood,  direc- 
►tof  the  advanced  patient  management 
tern  at  Guidant,  Medtronic's  archrival  in 
:  defibrillator  market.  Guidant  and  other 
ms,  including  Transoma  Medical  and 
rmany's  Biotronik,  are  all  feverishly  pur- 
ing  implanted  sensors.  Guidant  is  devel- 
ing  a  wireless  "advanced  patient  man- 
ement"  system  for  defibrillators,  and  is 
iluating  whether  heart  rate  variability  is  a 
od  indicator  of  attacks.  Biotronik  claims 
was  first  to  include  wireless,  automated 
ta  transmission  in  defibrillators  and  pace- 
akers.  "Medtronic's  whole  technology 
tup  is  much  more  complicated,"  says 


Hans-Jiirgen  Wildau,  who  runs  Biotronik's 
health  services. 

The  advantages  of  constant  body  mon- 
itoring are  still  largely  theoretical,  and  must 
be  pi  oven  in  clinical  trials.  The  devices  may 
overload  busy  doctors  with  reams  of  useless 
data.  Ulrich  Jorde,  a  cardiologist  at  New 
York  University,  predicts  that  the  Chronicle 
will  have  a  limited  market  as  it  doesn't  ad- 
dress the  underlying  causes  of  heart  failure. 
In  any  case,  some  patients  do  fine  reporting 
symptoms  without  fancy  gadgets. 

The  trend  toward  monitors  got  moving 
when  cardiologist  George  Klein,  of  the  Uni- 
versity of  Western  Ontario,  first  approached 
Medtronic  in  1989  with  the  idea  of  a  semi- 
permanent implant  to  measure  heart 
rhythms.  He  was  looking  for  a  way  to  pin- 
point the  cause  of  recurrent  fainting  spells, 
which  are  sometimes  induced  by  heart  ab- 
normalities. Engineers  were  intrigued,  but 
other  doctors  said  they  would 
never  slice  into  patients  to 
install  a  mere  sensor.  At 
one  meeting,  when  a 
Medtronic  marketer  car- 
ried on  about  possible  fea- 
tures, one  of  them  cut  her  off: 
"Lady,  we  don't  care  if  it  wakes  us  up  and 
starts  the  coffee — it's  still  a  terrible  idea." 

But  the  idea  eventually  wore  down  its 
resisters,  and  a  group  of  engineers  won  a 
shoestring  budget  of  $1 .7  million  to  craft  a 
gadget  the  size  of  three  sticks  of  gum,  with 
electrodes  at  each  end  and  a  battery  and 
recording  device  in  between.  Called  the  Re- 
veal, the  device  continuously  recorded 
about  42  minutes  of  heart  rhythm  data. 
After  a  fainting  spell,  a  patient  would  hold 
a  pager-size  communicator  over  his  chest 
and  press  a  button  to  freeze  the  recording, 
so  a  doctor  could  upload  the  data  for  analy- 
sis. By  1 994  Medtronic  decided  to  produce 
a  few  hundred  of  them.  In  clinical  trials  the 
gadget  was  able,  two-thirds  of  the  time,  to 
affirm  or  deny  whether  a  heart  rhythm 
problem  had  caused  a  fainting  episode. 
That  was  far  better  than  standard  tools. 

The  Reveal  was  introduced  in  1998. 

Medtronic  expected  to  sell  just  250  in  the 

.year,  but  was  quickly  selling  400  a 

tors  found  the  Reveal  more 

.  invasive  than  they  had  ex- 

,      ,        [tronic  now  sells  almost  12,000 
,  .  j :  10  apiece. 


Industry  executives  are  salivating  over 
the  streams  of  new,  valuable  physiological 
data  from  sensor-wearing  patients.  With  a 
few  fairly  brilliant  algorithms,  researchers 
hope  to  predict  impending  heart  attacks  or 
strokes,  using  the  data  to  create  a  new  ser- 
vice business.  Its  computers  could  then  au- 
tomatically notify  a  hospital  or  a  doctor  to 
call  a  patient  and  bring  him  in  for  treat- 
ment before  he  ends  up  in  intensive  care. 

As  a  first  step  Medtronic  has  spent  $100 
million  to  create  the  Carelink  network, 
which  allows  patients  to  send  defibrillator 
data  to  a  secure  Web  site  for  doctors.  To  up- 
load the  data  to  a  computer,  a  patient  holds 
a  small  wand  over  his  chest  that  picks  up 
the  data  and  transmits  it  through  a  modem 
to  a  Medtronic  computer  bank.  (Future 


Doctors 

hope  the 

Chronicle 

(bottom  left) 

now  in  late-stage 

tests,  will  slash 

hospital  stays  for  heart 

failure;  Medtronic's 

Reveal  (above)  pinpoints 

cardiac  causes  of  mysterious 

fainting  spells.  Both  photos  are 

approximately  actual  size. 

versions  will  be  totally  automatic  and  trans- 
mit wirelessly.)  For  now  doctors  mosdy  use 
the  device  to  perform  routine  checkups  re- 
motely or  to  evaluate  the  device  after  it  fires 
up.  Medtronic  charges  doctors  $17  per  pa- 
tient per  month  but  figures  doctors  can  re- 
coup this  by  spending  more  of  their  time 
performing  profitable  procedures.  The 
company  has  been  slowly  rolling  out  the 
device  since  2002  and  has  2,372  patients 
using  it. 

This  winter  Medtronic  hired  technol- 
ogy-transfer guru  William  McKeon  as  a 
full-time  scout  to  scour  sensor  concepts 
worth  investing  in.  "The  multitude  of  ther- 
apies that  will  come  out  of  this  will  be  ex- 
plosive," he  predicts.  F 
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Rackseat  Driver  |  By  Jerry  Flint 


Truce  in  the  Price  War? 


REBATES  HAVE  GONE  AS  FAR  AS  THEY  CAN  GO.  AS 
profits  fade  and  interest  rates  inch  up,  General  Motors 
will  be  hard-pressed  to  add  still  another  $1,000  of 
incentives.  The  numbers  are  astounding.  Researchers 
say  that  General  Motors  gave  rebates  and  interest 
deals  worth  $4,300  on  average  in  July.  Chrysler  gave  $3,800  and 
Ford,  $3,700. 

These  are  real  giveaways,  not  just  a  fast  shuffle  with  list 
prices.  Some  friends  just  bought  a  new  Chrysler  minivan.  The 
sticker  was  above  $41,000.  With  a  combination  of  factory 
rebates  and  dealer  discounts  they  ended  up  at  $31,500.  How 
long  can  this  go  on?  Not  much  longer,  I  think. 

The  price  war  is  led  by 
General  Motors,  which  is 
determined  to  keep  its  facto- 
ries running.  If  GM  produc- 
tion dropped,  it  would  have 
to  close  factories.  Once 
shut,  they  would  be  unlikely 
to  reopen.  That  would  put 
thousands  more  on  the  GM 
dole,  meaning  pay  and  med- 
ical benefits  for  the  remain- 
der of  the  workers'  lives. 
Unless  GM  can  find  other 
GM  jobs  for  the  laid-off 
union  workers,  they  get  the 
benefits  until  they  go  on 
their  GM  pension. 

Ford  and  Chrysler  don't 


Detroit  has  little 

profit  left  for 

price-cutting,  and 

interest  rates  are 

edging  up,  so  deals 

are  becoming  more 

costly.  The  rebates 

will  drop,  from 

$4,000  to  $3,000 

to  $2,500. 

have  as  many  workers  on  the 

dole  as  GM,  but  they  stay  close  to  the  GM  prices  to  keep  from 
losing  business.  Of  course,  it's  not  Ford  or  Chrysler  that's  taking 
the  business  away;  it's  mainly  Toyota  and  Honda  and  BMW,  with 
a  little  help  from  Nissan,  Mercedes,  Subaru  and  Hyundai. 

er  manufacturers  have  superior  cars  and  a  grow- 
trucks.  They  have  incentives,  but  nothing  like 
Miniated  at  $1,500  in  July,  with  Toyota's 
it  $800  average  per  vehicle. 

lelay  and  fight  with  price  to  hold  vol- 

1    i  neks,  now  being  developed,  are 

111  '  sler,  too,  are  preparing  new  products. 


I 

espec  i 
this  fall  i 
Chevy  Col< 
believe  they  a 
tomers.  I  ho 


3  aren't  coming  fast  enough, 

[iroducts  at  GM  coming 

sedan  and  the  small 

.  unproved,  I  don't 

leeds  to  win  hack  cus- 

ben  GM 
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By  the  end  of  2004,  GM 
be  getting  cars  and  trucks  v 
some  oomph.  I  figure  GM  p 
pie  believe  that  then  they  wii 
need  all  those  incentive  do 
to  compete.  But  that  stil 
more  than  a  year  away. 

I  just  don't  think  GM 
on  another  year  this  way,  adc 
another  $  1 ,000  every  other  meg 
to  the  incentive  check.  The  k 
was  an  added  $1,000  back 
"loyalty"  bonus,  if  the  customer  traded  in  for  the  same  GM  m 
One  positive  of  the  price  war  is  that  it  has  kept  the  econc 
running.  At  these  prices  who  can  afford  not  to  buy  a  new  ca 
truck?  Another  16-million-plus  year  seems  in  the  bag.  But  in 
long  run  this  doesn't  work.  Ford  in  the  1920s  kept  cut 
Model  T  prices  to  fight  Chevrolet.  You  could  buy  a  Model  1 
a  few  hundred  dollars,  well  below  the  Chevy  price.  But 
Chevy  was  a  better  car  and  kept  improving.  It  killed  th 
despite  its  higher  price,  and  made  General  Motors  the  woi 
leading  car  producer. 

Some  people  think  the  price  war  will  stop  only  when  I 
and  Chrysler  stop  matching  GM,  allowing  GM  to  ease  off" 
rebates.  That's  possible,  but  I  don't  think  the  price  war 
end  that  way.  Instead,  I  think  GM  will  ease  off  first.  Det 
today  has  little  profit  left  for  price-cutting,  and  interest  r 
are  edging  up,  so  deals  are  becoming  more  costly.  Thus 
discounts  and  rebates  will  begin  edging  down,  from  $4,00 
$3,000  to  $2,500. 

General  Motors  executives  say  that  they  think  the  incen' 
will  slim  down,  too,  but  they  say  it  will  be  the  reviving  ecom 
that  does  it.  I  suppose  if  another  million  cars  were  going  t< 
sold  there  might  be  a  shortage,  thus  curbing  incentives.  \ 
likely,  the  Detroit  companies  will  give  up  some  market  si 
but  this  won't  be  catastrophic. 

Honda  and  Toyota  need  more  capacity,  and  that  takes  t 
And  if  Detroit  can  eliminate  the  ban  on  closing  plants  f 
contracts  with  the  United  Auto  Workers,  it  will  have  less  r 
sure  to  keep  volume  up.  And  should  sales  grow,  Detroit  o 
lose  some  market  share  but  hold  its  volume.  Still,  it's  going  t 
tough  to  break  customers  of  the  rebate  deals.  The  custoi 
won't  like  it. 

You  know  the  old  saying:  "He  who  rides  the  tiger  dares 
dismount."  But  sooner  or  later  anyone  on  a  tiger  falls  o 
gets  off.  It's  risky,  but  it's  better  to  get  off  than  fall  off.  I  be 
rebating  slows. 
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design  was  still  sti  rode. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  auton 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint 
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dating  for  busy  professionals ' 


►  www.itsjustlunch.com 


AREER  TREND5 

In  1997,  Daniel  Dolan  made  a  big  deci- 
>n....and  a  big  career  switch.  The  Harvard 
Law  School  graduate  left  a 
partnership  at  the  blue-chip 
international  law  firm  of 
Winston  and  Strawn  to 
become  C.E.O.  of.. ..no,  not 
a  bank.  Not  an  investment 
firm.  Not  even  close.  Mr. 
Dolan  took  over  the  reins  at 
ijust  Lunch!,  the  national  dating  service  for 
sy  professionals. 

It's  not  the  most  conventional  career  shift," 
r.  Dolan  cheerfully  admits.  But,  he  says,  "it's 
id  of  a  dream  job." 

"he  40-year-old  Mr.  Dolan  heads  up  It's  Just 
nch!,  a  San  Diego-based  dating  service 
ith  offices  in  45  cities  nationwide.  The 
iscale  service  arranges  lunch  dates  for  well- 
lucated  professionals  in  a  civilized  and  dis- 
eet  manner.  "When  I  first  heard  of  the  com- 
my,  I  thought,  this  makes  logical  sense,"  Mr. 
alan  said.  "Working  at  a  law  firm  or  invest- 
ent  bank  and  being  totally  focused  on  the 
irtner  track,  who  has  time  to  date?  It  makes 
nse  to  hire  someone  to  do  all  the  work." 
Mr.  Dolan  was  looking  to  join  a  small,  but 
tablished  company  with  growth  potential. 
B  became  convinced  It's  Just  Lunch  was  the 
tportunity  he  was  looking  for  when  he  dis- 
ivered  many  of  his  co-workers  and  clients 
id  been  using  the  service  for  years. 
Mr.  Dolan  looks  like  he  is  having  a  blast, 
es,  my  friends  are  all  jealous,"  he  laughs. 


100 

MILLION 


singles  in  the  US.  Only  one  in 
eight  of  them  will  call  for  a  sec- 
ond date  after  more  than  a  day 
has  passed  since  the  first  date. 
79%  of  men  will  decide  how  interested  they  are  in  a  woman 
within  the  first  15  minutes  of  a  date.  22%  avoid  sushi  on  a 
first  date.  17%  like  dates  set  up  by  friends,  and  only  12%  like 
those  set  up  by  family  members.  Check  out  more  dating  stats 
at  www.itsjustlunch.com! 

g|   It's  Just  Lunch  was  founded  in  1991  by  Andrea  McGinty 
after  a  broken  engagement  left  her  suddenly  single.   She 
wasn't  comfortable  with  the  dating  services  available  so  she 
decided  to  create  a  fun,  laid  back,  stress-free 
way  for  professionals  to  meet. 
Every  IJL  client  meets  with  a 
director  one-on-one  (right). 


LUNCH  FACTS 


►  Celebrating  12  years  of 
fun  first  dates. 

►  More  than  45  offices 
nationwide. 

i>  58%  of  singles  are  not  interest- 
ed in  dating  someone  whom 
their  friend  has  dated. 

45%  of  singles  say  the  worst 
conversation  killer  is  the  discus- 
sion of  past  relationships. 

►  86%  of  singles  prefer  lunch  or  a 
drink  after  work  for  a  first  date. 


"It's  Just  Lunch... 
eases  the  anxiety 
level  of  the  blind 
date  by  scheduling 
the  encounters  at 
high  noon." 
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PANNUCCI 


It's  Just  Lunch!  •  45  Locations Nationwide  •  www.itsjustlunch.com 
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Advertisement 


To  succeed  today,  your  enterprise  has  to  undergo  a 
d  transformation  from  a  series  of  functionally  driven 
i  connected  by  a  common  mailroom  to  a  whole  whose 
1  is  greater,  and  more  profitable,  than  its  parts. 

It's  called  integration.  And  it's  more  than  just  the 
st  trend;  it's  the  key  to  survival  in  an  increasingly 
iredictable  economic  climate. 

The  payoff:  increased  revenue,  less  cost,  greater  efficiency, 
more-satisfied  customers. 

M,  SAY  HELLO  TO  SOW. 

The  idea  of  integrating  SCM  and  CRM  is,  quite  simply, 
10  brainer."  It  quickly  results  in  maximum  value  across 
r  entire  supply-demand  chain.  In  fact,  only  when  the 
solutions  are  integrated  is  either  being  used  to  its  fullest 
ney-making  potential. 

With  integration,  your  back  office  can  quickly  deliver 
front-end  promises,  satisfying  even  your  most  difficult- 
>lease  customers. 

You'll  gain  the  ability  to  accurately  prioritize.  Valuable 
iurces  will  no  longer  be  spent  on  unprofitable  customers 
•roducts. 

Timely  customer  information  flowing  across  yo.ur 
ply  chain  will  enable  you  to  optimize  product  and 
ace  development. 

You'll  be  able  to  more  accurately  forecast  demand, 
uoing  costly  stock-outs  and  overstocks. 

Your  sales  reps,  armed  with  inventory  data,  delivery 
;dules,  and  product  insight,  will  become  considerably 
re  productive. 

And  that's  just  the  tip  of  a  very  profitable  iceberg. 

Of  course,  the  concept  of  integration  is  one  thing. 
:omplishing  it  is  quite  another. 


TECHNOLOGY  HAS  FINALLY  CAUGHT  UP  TO  VISION. 

For  over  a  decade,  integration  has  been  the  Holy  Grail. 
Unfortunately,  companies  had  to  spend  prohibitive 
amounts  of  money  and  time  building  custom  interfaces 
that  might  make  SCM  and  CRM  work  together. 

But  now  there's  a  new  technology  platform  that  lets 
you  get  it  done  more  easily  than  ever  before. 

It's  called  SAP  NetWeaver?' 

SAP  NetWeaver  is  a  comprehensive,  open  technology 
platform  that  seamlessly  connects  your  people,  information, 
and  business   processes.  This   unique   "process  approach" 
allows  all  your  departments  to  share  information  in  real 
time.  Delays,  miscommunication  and  waste  are  minimized. 
Profitability  is  increased  —  often  dramatically. 

And  since  you  can  quickly  snap  a  large  variety  of 
your  current  applications,  both  SAP  and  non-SAP,  onto 
SAP  NetWeaver,  time  to  ROI  is  significantly  reduced. 

READ  THE  EYE-OPENING  STORY. 
GET  YOUR  FREE  WHITE  PAPER. 

In  short,  integrating  SCM  and  CRM  allows  you 
to  precisely  identify  the  demand  trends  of  your  most 
profitable  customers  and  respond  with  the  product  that 
best  meets  their  needs  using  the  most  efficient  mix  of 
materials,  services  and  suppliers. 

Get  all  the  details  —  the  benefits,  the  insights,  the 
results  —  in  a  special  new  white  paper,  "Supply  Chain 
and  Demand  Chain  Integration:  The  Pathway  to  Profit  and 
Competitive  Advantage'.' 

It's  an  in-depth  exploration  of  how  integration  can  pro- 
vide your  business  with  a  competitive  advantage  in  product 
leadership,  operational  efficiency,  and  customer  intimacy. 
Get  your  free  copy  at  sap.com/integration 


THE  BEST-RUN  BUSINESSES  RUN  SAP 


T  YOUR  FREE  WHITE  PAPER  ON  SUPPLY  CHAS^t  AND  DEMAND 
IAIN  INTEGRATION.  GO  TO  SAP.CONf/iNTEGRATlON 


While  much  of  tech  reels,  these 

five  innovators  are  doing  their  part 

to  usher  in  the  next  revolution. 


The 

Wonderful 

OFWorld 

Wirelessness 


BY  SCOTT  WOOLLEY  AND  QUENTIN  HARDY 

THE  Bffil  H  ANNOUNCEMENT  OF  THE  DIGITAL  WIRELESS  ERA— ISSUED  CIRCA 
1995 — was  lost  in  an  overload  of  Internet  mania.  Its  adolescence,  be- 

ginning i      a  he  impossible  to  ignore. 

The  digital  er;  is  utterly  unlike  the  first  century  of  wireless  communica- 
tion, when  gadgets  -  analog  and  technological  progress  glacial.  In  the 
next  decade  ea<.  Moore's  Law — by  which  computing  power  dou- 

bles every  18  mon  ill  open  fantastic  new  worlds  that  wireless  engi- 
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It  must  be 

something  in  the  air: 

(clockwise  from 

left)  Kris  Pister, 

Guenter  Weinberger, 

Ed  Thomas,  Stephen 

Tang  and  Mei  Chuah 

see  a  fantastic  new 

tech  era  dawning. 
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Confessions  of  the  World's  Most  Demanding  ClOs. 


'To  the  future. 
And  step  on  it." 


"In  the  mid  90s,  GM  needed  a  change — an 
ist  enough.  Our  challenge?  Transform  one  of  the  world's  Jar 
corporations  into  a  real-time,  go-fast  company — which  meant 
major  IT  changes.  From  the  beginning,  HP  Services  was  a  critical 
partner  providing  the  technology  and  solutions  that  were 
instrumental  to  our  vision. 

"The  result?  Today,  we  bring  new  vehicles  to  consumers  in  less 
than  24  months,  versus  42  in  the  past.  We've  consolidated  our 
information  systems  by  over  fifty  percent.  And  we're  putting  better 
quality  automobiles  on  the  road  than  ever  before — all  while 
saving  hundreds  of  millions  of  dollars  a  year  through  the  use  of 
precision  information  technology. 

"HP  listened,  instead  of  talking.  HP  sold  ideas,  instead  of  pushing 
product.  HP  over-delivered,  instead  of  over-promising.  As  a  result, 
GM  is  racing  toward  the  future— a  real-time,  go-fast  company." 


'  General  Motors  demands  more  from  IT  and  HP  makes  sure  they  get  it. 


everything  is  possible 


www.hp.com/go/demandmore 
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neers  have  barely  begun  to  explore. 

In  this  fifth  annual  E-Gang  survey,  profiling  unsung  heroes 
of  high  tech,  FORBES  looks  at  five  people  helping  foster  the  next 
phase  of  the  wireless  revolution.  They're  toppling  some  of  the 
biggest  obstacles  to  a  Wireless  Everywhere  world:  the  Babel  of 
standards;  frustratingly  short-lived  batteries;  and  antiquated 
federal  regulations  that  squander  airspace  and  inhibit  new  uses. 
And  they  are  speeding  new  ideas  to  market:  ways  to  chat  with 
friends  and  colleagues;  networks  of  dozens  or  even  thousands 
of  tiny  sensors  that  track  tank  deployments,  forest  fires  and 
frozen  pizzas. 

Astounding  advances  have  arrived  ever  since  the  analog  innards 
of  wireless  gadgets  gave  way  to  digital-signal  processing  chips.  The 
first  digital  cell  phones  (rolled  out  in  the  U.S.  in  1995)  increased  a 
carrier's  capacity  roughly  sixfold;  today's  models  have  more  than 
tripled  that.  Result:  Today  in  the  U.S.  150  million  cell  users  (up  five- 
fold since  1995)  talk  an  average  of  eight  hours  a  month  (up  four- 
fold) while  paying  a  dime  a  minute  (down  by  a  factor  of  four).  The 
first  version  of  Wi-Fi,  finalized  in  1999,  sent  data  at  1 1  megabits  a 
second;  the  latest  generation  is  five  times  as  fast. 

Perhaps  most  important,  digital  wireless  is  prying  open  the 
biggest  bottleneck  in  tech — that  "last  mile"  between  speed-of- 
light  fiber-optic  networks  and  the  zippy  insides  of  your  PC.  Tele- 
phone and  cable  TV  services  still  belong  to  monopoly  providers 
in  most  towns,  but  the  airwaves  are  naturally  conducive  to  com- 
petition. The  smoggy  air  of  Mexico  City  now  carries  high-speed 
Internet  access;  so  do  the  crystalline  skies  above  Mason  City,  Iowa. 

Meanwhile,  chipmakers  now  can  integrate  all  the  old  analog 
compi  ments  of  a  radio  with  silicon,  obliterating  their  cost  and 
size.  Intel  says  it  will  be  able  to  build  wireless  capability  in  every 
chip  wit!  s,  a  plan  it  has  dubbed  "Radio  Free  Intel." 

"We're  witnessin]  >owerful  integration  of  communications 

and  computing  ?a  ick  Gelsinger,  Intel's  chief  technical  of- 

ficer.' i  cursor  of  what's  possible." 

The  1980  'eredel  liicPC  revolution,  the  1990s  by  the 
fiber-optic  and  Lata  Digital  wireless  technology  will 
likely  do  the  same  for  i  and,  with  luck,  fuel  a  long- 
awaited  rebound  in  high  leu  S.W. 


Bridging 
The  Gaps 


GUENTERWEIN- 
berger  runs  a 
j  company  that  is 
barely  two  years 
old,  has  only  40 
employees  and  has  yet  to  earn  a 
dime.  But,  boy,  does  this  guy  have 
big  dreams.  "I  don't  want  to  ap- 
pear too  far  away  from  reality," 
he  says,  "but  we  have  the  tech- 
nology to  become  the  next  Intel." 
What  78,000-employee  Intel 
is  to  the  PC  industry,  Weinberger 
thinks  his  shop,  Sandbridge 
Technologies,  can  be  to  the  cell 
phone  industry — which  spent 
$20  billion  on  chips  last  year. 

He  aims  to  achieve  this 
audacious  feat  by  solving  one  of 
the  most  glaring — and  annoy- 
ing— problems  for  cell  cus- 
tomers: the  alphabet  soup  of 
incompatible  standards  that 
hinders  a  multitude  of  networks 
from  easily  hooking  up  with 
one  another.  Today's  global 
traveler  must  lug  different 
phones  for  different  countries 
(and  endure  incompatible  voice 
mail  boxes  and  different  phone 
numbers  and  bills). 

In  the  U.S.  three  utterly 
incompatible  network  schemes 
hurt  service  and  befuddle  con- 
sumers. Time  Division  Multiple 
Access  (AT&T  Wireless  and  Cin- 
gular),  Code  Division  Multiple 
Access  (Verizon,  Sprint  and  T- 
Mobile)  and  Groupe  System 
Mobile  (again,  AT&T  and  Cingu- 
lar) — plus  a  separate  stand- 
alone scheme  for  Nextel — all  vie 
for  adopters.  And  ever  more  new 
wireless  standards,  such  as  the 
three  flavors  of  Wi-Fi,  are 
spreading  fast. 

Weinberger's  new  chip  acts 
like  a  wireless  Rosetta  stone, 
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Guenter  Weinberger, 

CEO,  Sandbridge  Technologies 


able  to  imitate  any  other 
chip — and  thereby  mimic 
any  of  today's  cell  phones. 
To  a  Sandbridge  chip  it 
doesn't  matter  if  your  cellu- 
lar carrier  is  Sprint  or  Nextel 
or  whether  you  are  in 
Europe  (GSM)  or  South 
Korea  (CDMA).  Just  down- 
load a  bit  of  software  and 
your  phone  can  talk  the 
local  language. 

Sandbridge  chips'  multi- 
lingualism  also  applies  to 
Wi-Fi  or  Bluetooth,  the  most 
popular  data  transmission 
standards.  Once  a  phone  or 
laptop  can  jump  among  all 
available  standards,  it  can 
easily  hop  to  whichever  net- 
work is  fastest  and  cheapest. 
That  will  help  pry  open  the 
last-mile  jam,  letting  future 
devices  provide  instant 
access  to  the  best  network 
and  cheaply  adapt  to  new 
standards  that  allow  signals 
to  carry  more  data  or  travel 
longer  distances. 

Traditionally,  engineers 
who  wanted  multilingual 
phones  had  to  laboriously 
design  custom  chips.  ("Dual- 
mode"  cell  phones  that  can 
hop  between,  say,  TDMA  and 
GSM,  have  been  around  for 
years.)  Once  they  are  finally 
designed,  such  chips  can 
be  mass-produced  cheaply 
and  consume  a  reasonable 
amount  of  battery  juice.  By 
contrast,  early  attempts  to 
build  adaptable,  Sandbridge- 
style  chips — which  use 
so-called  software-defined 
radio — have  foundered,  run- 
ning more  slowly  and  con- 
suming too  much  power. 

Weinberger  tackled  those 
problems  by  designing  his 
chip  from  scratch,  finding 


ways  to  split  out  parts  of 
laborious  signal-processing 
tasks  and  handle  them  in 
parallel.  Of  Sandbridge's  40 
people,  13  have  Ph.D.s. 
Three  of  the  founders  are 
chip  designers  from  IBM's 
famed  Thomas  J.  Watson 
Research  Center  in  Yorktown 
Heights,  N.Y.  Weinberger 
says  his  latest  break-the- 
mold  chips  now  come  within 
10%  of  the  power  and  speed 
of  traditional  chips. 

The  implication:  One 
day  no  one  will  have  to  go 
through  the  hassle  of 
designing  a  new  "multi- 
mode"  phone.  Weinberger, 
who  used  to  head  Siemens' 
wireless  semiconductor 
group,  says  his  old 
employer,  along  with  Nokia, 
Ericsson  and  others,  can 
instead  simply  buy  Sand- 
bridge chips  and  advertise 
"every  mode"  phones.  The 
company  is  in  talks  with 
such  handset  makers  as 
Siemens,  which  bought  a 
stake  in  Sandbridge  when  it 
raised  $22.5  million  of  ven- 
ture capital  in  June. 

Once  Weinberger  per- 
fects his  any-language  chip, 
other  developers  could  pig- 
gyback on  it  to  program  the 
devices  for  an  even  better 
consumer  feature — the 
ability  not  only  to  adapt  to 
any  wireless  format,  but 
also  to  pick  the  network 
that  is  less  jammed  with 
other  callers,  avoiding 
dropped  calls.  Sandbridge 
may  never  make  it  to  the 
massive  scale  of  Intel,  but 
then,  with  all  of  40  people 
working  for  him,  Guenter 
Weinberger  and  his  shop 
won't  have  to.  — S.  W. 
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g  Murphy,  CTO,  Sabre  Holdings 


Confessions  of  the  World's  Most  Demanding  ClOs. 


In  a  word, 
fasterbettercheaper." 


"It's  what  travelers  want,  too.  Faster-better-cheaper  drives  our 
businesses — from  Travelocity  to  managing  vital  systems  for  the  world's 
airlines.  We  process  travel  transactions  by  the  hundreds  of  millions. 
Which  means  analyzing  billions  of  fare  combinations  across  countless 
route  alternatives,  and  doing  it  in  seconds. 

"HP  came  in  and  made  faster-better-cheaper  a  reality  for  us.  Their 
team  designed  an  open  solution  that  delivers  business  continuity  and 
horizontal  scaling  across  multiple  platforms.  High-end,  fault-tolerant 
resources  are  focused  on  critical  processes.  Other  tasks  get  passed  off 
to  cost-efficient  systems.  And  HP  is  accountable  for  it  all. 

"We've  doubled  productivity,  our  cost  of  ownership  is  way  down  and 
we  consistently  find  the  lowest  fare  more  often  than  our  competitors. 
Sum  that  up  in  one  word." 

Sabre  Holdings  demands  more  from  IT  and  HP  makes  sure  they  get  it. 


everything  is  possible 


www.hp.com/go/demandmore 


03 


invent 


I   ■■  ii' ■'$■■.  I  1  I  I 


Cutting  the  Other  Wire 


TOMORROWS  AMAZING  WIRELESS  TECHNOLOGIES  WILL  BE  OF 

■   little  use  if  they  must  rely  on  today's  crummy  batteries,  warns 

iien  Tang,  chief  executive  of  Millennium  Cell  in  Eatontown, 

N.J.  The  main  thing  shackling  people  to  their  desks,  he  says,  isn't 

iced  for  an  Internet  link.  It's  the  lack  of  steady  power. 

il,"  says  Tang,  "to  cut  the  other  wire — the  power  cord." 

ive  been  the  tortoise  in  the  tech  race.  Even  the  best 

lithium     n  ba   eri<        v,   advanced  their  energy  storage  capacity  by  10%  a  year, 

I  he  demands  of  the  latest  multifunction  wireless  device. 
Ther<  h  ,1  limits  to  h.  v  much  energy  they  can  store  per 

pound.']  >1  :  Chuck  the  battery  entirely  and  replace  it  with  a 

tiny  hydrogeri 

Hisbreakthi  cell  phones  last  up  to  four  times  as  long  as  current 

batterii  More  impoi  tant,  his  matchbook-size  cells  could 

provide  feu  m  a  new  wave  <  '  powerful  energy-slurping  devices. 

1  lydrogen  nks  P   iaj  i  to  President  Bush's  State  of  the  Union 
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Stephen  Tang, 
CEO,  Millennium  Cell 


vow  to  spend  $1.2  billion  on  the  technolo) 
But  most  fuel-cell  attention  has  focused 
powering  cars.  That  was  Tang's  original  g 
too,  but  the  Wharton  M.B.A. — who  a 
holds  a  Ph.D.  in  chemical  engineering  frt 
Lehigh  University — began  to  worn 
whether  fuel  cells  might  be  better  suited 
powering  wireless  gadgets. 

Fuel-cell  systems,  big  and  small  alike,  hi 
always  been  limited  by  their  ability  to  efi 
tively  store  hydrogen  and  release  it  in  the  n 
essary  doses.  Millennium  Cell  engine 
started  their  search  for  the  perfect  storage  r 
terial  from  scratch,  scouring  the  periodic  ta 
for  a  material  that  could  provide  enough 
ergy  to  run  a  car  without  weighing  it  dowr 
igniting  a  massive  explosion  in  a  crash.  Tl 
fixed  on  boron,  a  close  cousin  of  carbon 
gallon  of  a  solution  that  is  one-third  sodi' 
borohydride  and  two-thirds  water  can  st 
the  same  amount  of  energy  as  a  gallon 
gasoline. 

Tang's  tiny  fuel  cells  can  power  a  phi 
for  12  hours  of  talk  time  compared  wit 
hours  for  an  equivalent-size  lithium  batt 
They  run  a  standard  laptop  for  up  t< 
hours.  Most  now  fade  at  3. 

Tang's  fuel  cell  is  designed  to  be  tossec 
the  trash,  just  like  today's  alkaline  batter 
Their  chemical  reaction  leaves  behind  sn 
amounts  of  water  and  borax,  a  nonflamr 
ble  mineral  used  in  some  laundry  det 
gents.  And  the  cell  phone  version  will 
contained  in  a  package  that  will  cost  aroi 
$1.50,  Tang  promises.  He  vows  that 
boron-hydrogen  fuel  cells  will  hit  the  mai 
by  2005. 

Japanese  and  South  Korean  firms  are 
in  hot  pursuit  of  a  working  mini  fuel  cell 
July  NEC  announced  it  would  have  a  5-h 
battery  ready  by  next  year.  Tang  hope 
double  that  capacity  a  year  thereafter  wi 
safer,  cheaper  version.  Tang  had  better  hu 
Millennium  Cell,  which  went  public  in  2 
just  before  the  market  for  public  offeri 
slammed  shut,  has  scant  revenue  artd  is  bi 
ing  through  $3  million  in  cash  every  qua 
But  if  Tang  hits  his  2005  deadline,  he  cc 
earn  a  pile — and  a  place  in  history  for  fret 
millions  of  white-collar  warriors  who  v 
shackled  to  their  desks.  — z 
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7reeing  the  Airwaves 


THE  FEDERAL  COMMU- 
nications  Commission 
k  has  long  been  the 
killing  field  where  new 
wireless  technologies 
;  bumped  off  and  buried.  The  original 
C  was  created  almost  expressly  for  that 
rpose — to  prevent  new  wireless  sig- 
Is  from  interfering  with  existing  radio 
oadcasters.  Ever  since,  incumbent 
jadcasters  have  rabidly  opposed  new 
tethered  technologies,  and  FCC  regula- 
s  typically  have  sided  with  them. 
Not  Edmond  Thomas.  An  unlikely 
reaucrat,  he  spent  four  decades  at  tech 
d  telecom  companies — Philips  Elec- 
wiics,  the  former  Nynex  and  AT&T, 
long  others — before  he  began  working 
th  the  FCC  in  2001.  He  runs  the  Office 
Engineering  &  Technology,  which  de- 
les  the  technical  rules  by  which  the  air- 
ves  are  shared.  But  instead  of  hoard- 
» spectrum  and  protecting  the  Bells  and 
t  broadcasters,  Thomas  is  freeing  the 
iwaves,  opening  the  way  for  new  uses 
d  new  gadgets. 
"I  want  to  start  creating  places  where 
nerican  innovation  can  go  forward," 
says.  He  calls  himself  "a  techie  busi- 
ssman  in  regulator's  clothing." 
|  Last  year  Thomas,  60,  helped  push 
rough  new  rules  on  "ultrawideband" 
iinology.  He  also  led  a  crusade  to  free 
»  another  huge  chunk  of  spectrum, 
lling  it  from  military  airspace  and  idle 
aths  to  create  the  same  sort  of  anything- 
es  turf  that  served  as  the  spawning 
ounds  for  Wi-Fi.  Thomas'  new  unli- 
nsed  parcel  almost  doubles  the  spec- 
im  available  to  Wi-Fi-type  technologies. 
"Ed  is  very  passionate  about  trying  to 
>  the  right  thing  and  letting  advanced 
chnology  have  its  proper  impact,"  says 
ml  Kolodzy,  former  head  of  the  FCC's 
ectrum-reform  task  force. 

Often  that  requires  overcoming  the 
sistance  of  titans.  Ultrawideband  gear 
•rays  low-power  radio  waves  across  a 
^e  range  of  frequencies,  letting  them 
emetrate  walls,  among  other  feats. 
Btause  many  of  the  affected  frequencies 


already  are  in  use,  in  theory  ultrawide- 
band gets  in  the  way  of  everything  from 
satellites  to  military  radar.  Thomas  sat 
through  a  barrage  of  criticism  from  the 
U.S.  military,  cellular  carriers,  the  airlines 
and  satellite  radio  companies.  But  he 
argued  that  limiting  ultrawideband  gad- 
gets to  very  low  power  would  minimize 
interference.  The  rule  allowing  ultra- 
wideband  passed  in  February  2002. 

"The  reason  we  got  it  through  is  we 
had  good  science  to  back  it,"  Thomas 
says.  It  helped  that  his  boss,  FCC  Chair- 
man Michael  Powell,  was  willing  to  stand 
up  to  the  incumbents,  he  adds.  And  the 
giants  often  assume  any  new  wireless 
technology  is  bad.  "I  don't  want  to  hurt 
the  incumbents,  but  I'm  not  going  to  ac- 
cept subjective  arguments." 

Another  Thomas  brainchild:  a  wire- 
less gadget  that  can  sense  its  physical  lo- 


cation, match  it  to  a  geographic  database 
defining  the  various  frequencies  in  use 
and  then  adjust  its  transmissions  to  avoid 
interference.  "Ten  years  ago  people 
would  have  thought  that  to  be  science 
fiction.  That  technology  is  in  hand  today. 
It's  Buck  Rogers  stuff,"  says  Thomas. 

But  Thomas  Hazlett,  a  former  FCC 
chief  economist  now  with  the  Manhat- 
tan Institute,  argues  that  the  FCC  is 
expanding  unlicensed  spectrum  at  the 
expense  of  creating  licensed,  commercial 
spectrum  that  could  spur  even  greater 
innovation.  Airwaves  that  were  deregu- 
lated but  came  with  ownership  deeds 
could  allow  companies  to  experiment 
with  longer-range  gear.  That,  Hazlett 
says,  might  do  better  at  preventing  con- 
gestion than  a  free-for-all. 

Such  fundamental  reform  will  have  to 
wait  for  Congress,  and  that  is  likely  to  be 
a  long  wait.  In  the  meantime,  Edmond 
Thomas  is  helping  set  off  the  next  wave  in 
the  Wi-Fi  gold  rush.  — S.  W. 
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Confessions  of  the  World's  Most  Demanding  ClOs. 


asset 


"CIBC  requires  rock-solid  reliability.  Our  customers  trust  us  with 
billions  in  assets,  which  fuel  both  their  business  and  personal  ambitions. 
Our  IT  has  to  ensure  their  money  is  secure  and  always  available. 

"We're  always  looking  for  ways  to  push  harder  and  get  more  out  of 
IT.  We  have  a  mixed  environment— from  handhelds  to  mainframes  — 
and  we  require  a  strategic  partner  to  make  it  all  work  together,  to 
make  it  invincible. 

"HP  Services  came  in,  looked  at  our  entire  IT  environment,  and 
together,  we  designed  the  right  outsourcing  solution  that  cut  costs, 
limited  risk  and  has  ultimately  made  us  more  flexible." 

CIBC  demands  more  from  IT  c 


verything  is  possible 


'ga/demandmore 


m 
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Mei  Chuah, 
Researcher, 
Accenture  Labs 


Going 
Virtual 


WIRELESS  IS  PRETTY 
good  at  connecting  peo- 
ple on  the  go.  Mei  Chuah 
to  make  it  better  at 
ting  us  with 
books,  our  cars  and  n  a  few  imaginary 
friends,  Justj       hei  'ears.  Chuah,  a 

researcher  at  th   bbo  nture  con- 

sulting firm,  s  i  jvelopi  -w  technolo- 
gies in  instari  n, line  com- 
merce aimed  physical 
and  virtual  worlds  re.  Using 
so-called  reality  instanl  -  (soft- 
ware "robot"  monitors  ■•.  i  you  mh\ 
your  friends  are  doing    -watching 


same  TV  shows  on  different  sets,  say,  or 
downloading  the  same  song  from  Em- 
inem— and  links  all  of  you  via  cell  phone. 
Then  the  robot  brokers  transactions  ("In- 
terested in  buying  concert  tickets  to- 
gether?") or  adds  information,  such  as  a 
list  of  what  other  shows  are  on. 

"The  point  is  to  be  connected  to  your 
social  network  all  the  time,"  says  Chuah. 
"Since  you're  always  carrying  it,  the  phone 
is  the  nexus  and  the  portal  to  other  de- 
vices— it  should  sense  and  control  them." 

Besides  moving  more  of  the  wired 
world  into  your  physical  space,  Chuah 
works  on  new  ways  to  depict  yourself  on- 
line,  as  wireless  data  services  like  short 
i  icssaging  move  beyond  text  to  graphics. 

i  "virtual  image"  is  a  secure  market- 

e  foi  buying  and  selling  branded 

clothing  for  your  virtual  self  or  upgrading 

iir  look,    kind  of  digital  plastic  surgery. 


Eventually,  she  says,  most  of  our 
vices  will  be  "socialized,"  able  to  comr 
nicate  wirelessly  with  one  another  ; 
with  us  and  our  friends.  Phones,  paj 
and  PCs — and  even  some  experime 
cars — already  have  these  attributes. 

Once  companies  realize  they  can 
more  by  creating  social  activities  aro 
their  products,  even  more  things  will 
municate,  and  we  will  respond  to  the 

Chuah,  31,  grew  up  in  Malaysia 
came  to  the  U.S.  at  17.  While  pursuingi 
Ph.D.  at  Carnegie  Mellon,  she  was  an ; 
fan  of  the  early  text-only,  multiplayer 
line  games.  "I  noticed  a  lot  of  the  sc 
networks  went  over  into  the  phys 
world.  People  had  parties  with  pec 
they'd  never  met,  except  on  the  Interr 
she  says.  "I  started  thinking  there  wa 
that  much  of  a  boundary  between  the 
tual  and  real.  It's  all  socialization." 

In  South  Korea  SK  Telecom  has,  in 
over  two  years,  signed  up  more  the 
million  people  for  a  service  that  lets  j 
pie  know  when  others  on  their  buddy 
are  nearby.  Korean  kids  interact  \ 
some  TV  quiz  shows  via  cell  phone,  gi 
ing  at  answers  over  the  air. 

As  for  trading  virtual  attributes,  c 
acter  possessions  in  the  multiplayer  g 
Everquest  (such  as  a  sword  that  an 
vanced  player  had  won  in  a  difficult 
of  the  game)  already  trade  on  Ebay, 

It's  a  matter  of  time  before  the  real 
the  virtual  fold  into  each  other  on  the  \ 
less  Web,  says  Wonhee  Sull,  vice  presi 
of  platform  development  at  SK  Telecc 

He  says  the  biggest  barriers  to  bi 
ing  the  kind  of  virtual  world  Chuah  t 
sions  are  legal,  involving  things  like  0 
right,  and  can  be  resolved.  "We  will 
people-to-machine  wireless,  peopk 
pet — all  sorts  of  wireless  communit 
Sull  says.  "People  will  create  their 
content.  We'll  build  her  kind  of  m 
when  we're  sure  we  have  a  market." 

Of  course  they  will,  says  Ch 
"This  is  coming,"  she  says.  "The  pi 
companies  will  have  to  adapt  to  sun 
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Jensing  Opportunity 

WIRELESS  HAS  ALWAYS  HAD  SIZE  PROBLEMS:  PHONES  WERE 
the  size  of  bricks;  base  station  antennas  still  cause  zoning 
problems.  To  Kris  Pister,  a  cubic  inch  is  outsize.  "I  could 
put  a  cell  phone  in  an  earring  or  a  tongue  stud,"  says  the 
39-year-old  professor-turned-entrepreneur. 
Fortunately,  he  instead  builds  vast  wireless  networks  of  self-organizing, 
Uimeter-size  sensors.  Within  a  few  years  his  little  chips  may  help  change 
rrything  from  the  cost  of  construction  to  how  we  fight  forest  fires — even 
:  way  we  communicate.  Pister  is  founder  and  chief  executive  of  Dust 
:.,  a  Berkeley,  Calif,  firm  he  formed  in  January  while  on  leave  from  the 
vn's  university.  One  clients  is  the  Department  of  Defense,  which  is  eye- 
;  the  work  for  its  potential  in  surveillance  and  security. 


He  has  worked  in  this  field  for  14  years.  The  son  of 
a  Berkeley  civil  engineering  professor,  Pister  first  built 
tiny  self-propelled  robots,  such  as  a  mechanical  fly 
that  could  take  wing  and  transmit  data.  While  look- 
ing for  research  funding,  he  realized  the  mobility  was 
better  handled  by  creating  networks.  "I  did  better  if  I 
just  tore  the  wings  off  the  bugs,"  he  says. 

In  his  new  scheme,  each  Smart  Dust  sensor  (which 
Pister  calls  a  "mote")  is  about  the  size  of  a  character  in 
this  sentence.  It  contains  a  device  that  measures  such 
things  as  temperature,  motion  and  light  intensity,  and 
it  sports  a  miniature  antenna  and  a  radio  with  a  range 
of  10  to  50  meters.  Another  mote  inside  that  range 
picks  up  the  first  one's  signal  and  grabs  its  data,  adding 
readings  of  its  own  and  passing  the  package  along  to  a 
third  mote.  The  data  eventually  move  to  a  base  station 
5  inches  tall,  from  where  the  info  is  sent  to  a  PC  or  onto 
a  wireless  network. 

In  his  lab  Pister  has  scaled  his  network  to  some 
800  motes  sending  error-free  data  every  two  seconds. 
He  figures  one  network  could  easily  include  10,000 
motes,  covering  9  square  miles. 

Honeywell  is  testing  an  early  version  of  Smart 
Dust  in  grocery  stores,  where  a  dozen  sensors  monitor 
refrigeration  units  to  anticipate  breakdowns.  Other 
possible  uses  include  scattering  motes  across  a  forest 
floor  so  firefighters  can  spot  a  fire  when  it  has  burned 
just  a  few  trees.  You  could  leave  your  friends  personal 
notes  or  restaurant  reviews  by  dropping  message 
chips  that  come  alive  when  your  friends'  sensors  come 
into  range. 

In  a  test  for  the  military,  Pister  dropped  eight  sen- 
sors (with  clocks,  motion  detectors  and  electronic 
compasses)  from  an  airplane.  They  self-organized  and 
successfully  determined  the  direction,  speed  and  size 
of  a  series  of  armored  vehicles. 

"One  year  from  now  I'll  have  100,000  of  these,"  he 
says,  nudging  his  electronic  dot.  "In  three  years  there 
will  be  millions."  Pister's  current  sensors  are  the  size 
of  matchbooks  and  cost  $50  to  $100  apiece,  sold  in 
groups  of  up  to  255.  He  is  working  with  a  Taiwanese 
chip  foundry  on  commercial  versions  that  he  figures 
will  start  at  $5  to  $10  apiece,  then  come  down. 

It  isn't  yet  clear  whether  10,000  motes  can  han- 
dle a  lot  of  traffic  without  big  power  consumption 
and  backlog  problems.  And  Pister  toils  in  a  crowd. 
Intel  Corp.  has  funded  a  company  called  Crossbow 
Technology,  and  companies  such  as  Millennial  Net 
and  Ember  also  are  pursuing  wireless  sensor  net- 
works. "But  they  all  suffer  from  'mote  creep,'"  says 
Pister.  "They  want  to  build  them  just  a  little  bigger, 
with  just  a  few  more  features.  I'm  taking  the  risk 
that  we  can  keep  this  really  small,  really  simple — 
and  it  will  work."  — Q.H. 
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Technology 

Digital  Tools  By  Stephen  Manes 

Pocketful  of  Dreams 


Till',  DRIVP.  TOWARD  THE  ALL-IN-ONE  POCKET  COMMU- 
nicator  of  your  dreams  continues  apace.  Wireless  data 
connections  are  actually  making  the  little  devils  use- 
ful, and  integrated  keyboards  make  learning  goofy 
handwriting  systems  unnecessary.  Two  new  models 
show  how  close  we  arc  and  how  far  we  have  to  go. 

E-mail  is  what  Research  In  Motion's  BlackBerrys  do  best, 
and  the  latest  ones  are  decent  phones,  too.  The  new  little  Black- 
Berry  7230  ($400  from  T-Mobile)  is  the  first  of  its  clan  with  a 
color  screen,  albeit  a  smallish  and  rather  wan  one.  Its  tri-band 
GSM/GPRS  phone  can  roam  networks  in  100  countries  and  han- 


Sony  Clie*EG-UX50; 
RIM  BjffckBerry  7230. 

dle<  ills  with  a  plug-in  headset  or  built-in  mike  and  speaker.  No 
speakerphone,  though. 

A  single  charge  kept  the  unit  going  for  an  amazing  five  days 
while  it  steadfastly  picked  up  the  mail.  A  USB  cable  charges  the 
battery  from  an  AC  adapter  or  a  PC,  but  you  won't  need  it  often 
(or  bother  with  a  $60  spare  battery)  unless  you  talk  a  lot.  Once 
you  set  things  up  right,  e-mail  finds  its  way  to  you  like  magic, 
though  attachments  lose  formatting. 

i  best  with  its  corporate  servers,  but  a 

Berry  Web  Client  cm  grab  mail  from 

t  accounts,  rhe  scheme  generally  works  well, 

and  deleting  messages  from  the 

m  win  original  inbox.  Worse,  if 

torage  Gil  u]    even  w  ith  spam 

nportanl  m  ssages  may  never 

6  •  thai  c 


that 
reai 


The  ph  a!  a  can  be  slightly  amoving  to 


dial  numbers  that  aren't  in  yo 

address  book.  The  browser  i 

glacially  slow  and  able  to  accesj 

only  phone-oriented  WAP  site 

but  a  software  upgrade  is  sche 

uled  for  later  this  year.  There 

no  removable  storage,  so  forgi 

about  playing  music  or  video: 

Consider  this  a  slimmer,  longe: 

playing,  Web-impaired  altern 

tive  to  the  T-Mobile  Sidekicj 

(FORBES,  May  26).  Its  cheap 

monochrome  RIM  cousins  are  worth  a  look,  too. 

There's  no  phone  in  Sony's  $700  Palm-based  Clie  P 
UX50,  but  there's  just  about  everything  else:  a  wide  fli; 
over  screen,  a  usable  thumb-typing  keyboard,  a  camei 
that  can  take  low-res  stills  and  video,  a  Memory  Stick 
slot,  a  USB  connector,  both  Bluetooth  and  Wi-Fi,  plus  ol 
software  for  e-mail,  Web-browsing  and  playing  music. 

What  sinks  its  grand  potential  is  Palm's  leaden  ope 
ating  system,  which  is  getting  too  long  in  the  tooth  to  h 
die  all  this  variety.  Integration  is  spotty:  The  jog  dial  worl 
fine  with  some  programs,  not  at  all  with  others.  Progr 
that  don't  understand  the  wide  screen  share  it  with  a  s 
perfluous  Graffiti  2  writing  area  and  several  tiny  icons. 
Wi-Fi  works  fine.  I  didn't  test  Bluetooth,  but  pr 
sumably  it  might  be  useful  for  e-mail  and  Web-browsi 

with  the  right  phone  an) 
data  plan.  Unfortunatel 
there's  no  switch  to  keep  yo 
from  activating  the  radio  i 
midflight.  And  Wi-Fi  drair 
the  battery  fast;  less  than  foi 
hours  after  charging,  the  un| 
was  low  on  power.  An  extr; 
life  spare  costs  $120. 

Sony  deserves  points  ft 
trying,  but  until  it  tosses  in 
cell  phone,  a  better  operatir 
system  and  more  elegant  ii 
tegration,  I'll  pass.  For  noi 
devices  like  the  far  cheapi 
BlackBerry  and  Sidekic 
make  more  sense. 


Style  Point 


Sony's  likable  PCG-TRIA  subnote- 
book  (FORBES,  Aug.  //)  is  in  short 
supply  at  this  writing.  But  among 
familiar  online  retailers,  only  the 
company's  own  sonystyle.com  has 
the  gall  to  charge  $200  more  than 
the  suggested  retail  price  for  the 
back-ordered  product— though  it 
does  offer  a  $129  rebate  on  a 
printer  you  may  not  want. 

A  Sony  p.r.  rep  calls  that  pol- 
icy "the  forces  of  supply  and  de- 
mand at  work."  I  call  it  shameless 
gouging. 


Forbes 


Stephen  Manes  (steve@cranky.com)  was  cohost  of  Digital  Du 
and  has  been  covering  technology  for  two  decades.  Visit  his 
home  page  at  www.forbes.com/manes. 
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Thousands  of  Possibilities  I  o 
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AVAVZ 

a  higher  plane 
of  communication 


AS  YOUR  COMMUNICATION  NETWORK 
gets  more  complicated  — dare  we  say, 
converged?  —  you  need  to  toughen  your 
defense.  Meet  the  complete  security 
solution  from  Avaya.  Our  mantra:  the  pucks 
stop  here.  Count  on  Avaya  Security 
Solutions  to  protect  your  entire  network, 


no  matter  where  you  are  on  the  path  to 
IP  telephony.  We  take  a  holistic  approach 
to  security  with  the  multi-vendor  expertise 
of  Avaya  Global  Services.  Our  industry- 
certified  consultants  methodically  assess 
all  your  communication  devices,  policies 
and  vulnerabilities,  inside  and  out  (no 


sneak  shots  around  the  post).  In  the 
state  of  Avaya,  our  services,  systems, 
applications  and  products  assure  that 
converged  network  is  secure  by  design 
See  why  it's  no  contest  when  Avaya  sei 
is  minding  your  net  at  avaya.com/secu 
Or  call  866-GO  AVAYA  today. 


I  P   Telephony 


Contact    Centers 


Unified    Communication 


Services 


MINDING  YOUR  NET, 

your  voiee,  data,  even  your  converged  network  ean 

SAFE  AND  SECURE. 
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Robbing  the  Cradle 

baby-furniture  maker  repeatedly  ripped  off  customers— and  got  away  with  it. 
le  biggest  losers:  nascent  businesses  trying  to  make  it  in  national  mail  order. 


LUISA  KROLL 

^\\!  R.  NIACCLELLAN  WAS  THREE  MONTHS  PREGNANT 
when  she  found  the  perfect  hand-painted  Victorian  fur- 
niture for  her  baby's  nursery.  In  June  200 1  she  sent  a 
$2,000  check,  half  the  total  cost,  to  DeArthur  Furni- 
ture, a  manufacturer  in  Garland,  Tex. 


By  fall  she  hadn't  received  the  order.  She  called  DeArthur  20 
times  a  day  for  a  month.  The  company  finally  phoned  in  Novem- 
ber to  say  that  her  order  was  ready  and  for  her  to  send  the  re- 
maining $2,000.  She  mailed  the  check,  which  she  says  was  imme- 
diately cashed.  But  no  furniture.  DeArthur,  she  says,  kept  stalling, 
giving  her  fake  or  wrong  tracking  numbers. 
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Announcing  the  New  Book 
by  Joe  Calloway 


to  beating  the  competition, 
Galloway  offers  hope 

to  companies  confronting 

a  constantly  changing 

and  increasingly 

competitive  marketplace." 

-  Publishers  Weekly 


Don't  strive  to  be  a  leader  in  a  category. 

Create  a  separate  category  and  be  the 

only  one  in  it. That's  true  differentiation. 

Joe  Calloway's  highly  acclaimed  new  book 

shows  you  how  to  win  and  keep 
today's  customer  by  creating  compelling 

experiences  that  take  you  out  of  the 
price  wars  and  into  the  creation  of  value. 


categotY  < 


J 


"Becoming  a  Category  of  One  shows 

what  it  takes  to  build  a  brand  on  something 

more  than  just  product.This  book  inspires 

us  to  go  for  greatness,  and  to  win 

by  using  our  hearts  as  well  as  our  minds." 

■  rjnnchard.  authorjhe  One  Minute  Manager 

"If  you  want  to  be  successful  and  you  want 

a  successful  company,  read  Joe  Calloway's 

book.  It's  as  simple  as  that.  It's  the  how-to 

manual  that  every  manager  and  every 

employee  should  be  required  to  read." 

-  Dr.  Doroih,  ferbik  University,  Owen 

Graduate  School  of  Management,  autlwr  Respect 

Women  and  Popular  Ml   .     id  Managing  with  the 

Wisdom  of  Love  Uncw  ■<  People  and 

"If  you  could  have  ever  yon.    i,    our  company 

read  just  one  business  boci     his  should 

be  it.  Becoming  a  Category  of  One  is 

very  straight  talk  abom  everyone's 

responsibility  to  help  build  the  brand." 

-Daniel  Burrus,  author,  TccJi.      ends 

Published  by  ©WILEY 


Available  wherever  books  are  sold, 
or  visit  www.joecalloway.com. 


Entrepreneurs 

Then  DeArthur  vanished.  The  phone 
was  disconnected;  a  certified  letter  sent  by 
MacClellan's  attorney  was  returned,  un- 
claimed. She  later  received  a  notice  from 
Andrew  Allen  Furniture,  which  claimed  to 
have  purchased  some  of  DeArthur's  open 
accounts  and  offered  to  complete  the  order 
if  she  sent  more  money.  MacClellan  walked 
away  from  the  rat  hole. 

She  is  one  of  two  dozen  former  cus- 
tomers in  eight  states  who  want  their  money 
back.  They  have  accused  DeArthur  and  An- 
drew Allen  of  stepping  beyond  the  limits  of 
mere  business  failure  into  outright  fraud  and 
theft.  They  have  framed  their  allegations  in 
lawsuits,  letters,  phone  calls,  e-mails  and 
complaints  sent  to  the  Texas  attorney  gen- 
eral's office  and  the  City  of  Dallas. 

Behind  the  two  furniture  outfits  are 
two  entrepreneurs,  Jason  Beam  and  Derek 
Scott,  who,  according  to  customers,  conned 
the  public  into  sending  money  for  furni- 
ture they  never  planned  to  ship  and  then 
disappeared  to  avoid  facing  the  conse- 

"The  notion  that  you  NEED 
TO  WATCH  OUT  FOR  ALL 
SMALL  BUSINESSES  puts 
them  under  a  shadow." 

quences.  Beam,  who  says  he  was  not  an 
owner  of  DeArthur,  denies  any  wrong- 
doing, classifying  his  past  troubles  as  mere 
business  failures.  "Orders  dried  up,  so  there 
was  no  money  to  fulfill  existing  orders,"  he 
says.  (FORBES  could  not  locate  Scott,  but 
according  to  Beam,  Scott  occasionally  helps 
him  in  his  new  business.) 

The  amount  allegedly  stolen  or  squan- 
dered is  small,  $95,000  or  so.  But  it  illus- 
trates not  only  how  vulnerable  the  public 
is  to  the  predations  of  small-time  operators 
but  also  how  such  cases  make  it  tough  for 
honest  entrepreneurs  to  sell  nationally 
through  the  mail.  Why  should  shoppers 
gamble  on  an  unknown  brand  out  of  town 
when  they  can  deal  with  larger,  more 
trusted  names  in  business?  "The  notion  that 
consumers  need  to  watch  out  for  all  small 
businesses  puts  a  shadow  over  them,"  says 
!  leila  Adkms,  speaking  for  the  Council  of 
i  Business  Bureaus  in  Arlington,  Va. 
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In  theory  the  Internet  should  put  sn 
vendors  on  a  level  playing  field  with  est 
lished  giants.  The  technology — along  wj 
UPS  and  FedEx — allows  someone  wi 
clever  furniture  design  or  a  novel  toy) 
reach,  economically,  a  national  audie: 
The  weak  spot  in  this  system  is  that  bu 
have  to  worry  about  getting  stiffed. 

Consumer  watchdogs  like  the  BBB 
point  a  finger  at  miscreants  but  are  han 
complete  safeguard,  since  it's  so  easy  f< 
bad  vendor  to  reorganize  under  a  n| 
name.  Jason  Beam,  for  example,  has  b 
involved  with  three  business  names- 
latest,  a  Dallas  outfit  called  the  Camden  C 
lection.  Credit  card  companies  offer  anotj 
solution  to  the  problem:  They  gener; 
allow  buyers  to  disavow  charges  for  go 
that  were  never  delivered,  and  they  are  i 
position  to  reduce  losses  from  that  imp 
guarantee  by  refusing  to  remit  fundi 
merchants  with  too  many  outstand 
gripes  from  consumers.  Internet  mid 
man  Ebay  offers  money-back  guarantee 
up  to  $500  to  buyers  \ 
purchase  via  Paypal 

For  a  while  ore 
were  processed  throi 
DeArthur's  showro 
and  mail-order  bush 
without  significant  d 
culties.  But  the  comp 
was  accused  of  wrong 
ing  as  early  as  1998,  the  same  year  it  iro 
porated.  Cary  Brabham — owner  c 
children's  furniture  shop,  Magic  Moo 
ordered  $35,000  worth  of  furniture  b; 
on  his  own  sketches.  But  Brabham  sa) 
least  half  the  items  were  of  poor  qualit 
never  arrived.  But  the  biggest  tip-of 
DeArthur's  troubles  emerged  in  the  si 
mer  of  200 1 ,  when  the  company  appare 
stopped  accepting  credit  card  payme 
PoshTots,  an  online  children's  retailer, 
its  ties  after  DeArthur  charged  $10,00( 
PoshTots'  credit  card — DeArthur  was 
thorized  to  charge  up  to  50%  of  any  i 
ordered  from  it — and  couldn't  explain  i 
(PoshTots  recouped  most  of  its  loss  f 
the  credit  card  issuer.)  Peter  Ritcher,  a 
phone  company  executive  in  San  Ante 
Tex.,  charged  $81 1  for  a  bed  in  Augu; 
few  days  later  DeArthur  informed  hi  t 
was  having  problems  with  its  credit 
company  and  told  him  to  overnight  a  d 
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NUMBER  ONE? 


VSY!  Make  money  for  your  subscribers! 


I'm  John  Buckingham, 
Editor  of  THE  PRUDENT 
SPECULATOR.  I  was  hired 
bv  Al  Frank,  its  legendary 
founder,  more  than  16 
years  ago  —  at  $8  an  hour! 
Al  was  a  tough  boss  and 
t  me  a  tough-minded  philosophy 
made  us  America's  top  performing 
nt  letter. 

«rt  Financial  Digest  ranks 
JDENT  SPECULATOR: 

the  last  20  Years  — 

Annualized  Cains  +  13.3% 
the  last  15  Years  — 

Annualized  Cains  +  17.7% 
the  last  10  Years  — 

Annualized  Cains  +  21.6% 
as  of  6/30/03 

s  the  rules  we  follow: 

IARGAINS  ...  Stocks  selling  at  50% 
e  below  their  true  market  value. 

SIFY  ...  Spread  your  risk. 

ELL"  TARGETS  ...  Sell  when  a  stock 
ur  target ,  or  performs  poorly. 

IENT  ...  Time  is  your  friend. 

IT  MY  MONEY 

MY  MOUTH  IS! 

wry  16,  2003,  two  market  days  after 
[been  recommended  to  our  readers, 
500  of  my  own  money  into  each  of 
5  arid  created  the  new  Buckingham 

. 

looked  like  "bargains"...  fundamen- 
lervalued,  with  excellent  growth 
I.  Here  are  a  few  of  them: 


Price 

Goal  I 

Computer 

14.32 

30 

Software 

2.77 

6 

Corp 

4.22 

10 

X 

53.15 

102 

;chnology 

5.40 

14 

onics 

8.05 

18 

How  are  we  doing? 

We're  up  33.59% 
as  of  6/30/03! 


I've  added  10  new  stocks  to  the  Buckingham 
Portfolio  recently  -  announcing  the  names 
on  May  2nd  -  and,  once  again,  waiting  until 
the  opening  on  May  7th  before  buying  for 
my  own  portfolio. 

No  one  is  right  all  the  time.  But  since  it's 
founding  on  3/1 0/77  TPS  has  recommended 
1,144  stocks  and  66%  of  them  have  gone  up 
for  an  average  annualized  gain  of  19.64%! 

10  GOOD  REASONS  TO  SUBSCRIBE 
TO  THE  PRUDENT  SPECULATOR 


1 


12  Monthly  Issues  — 

a  $600  value  for  only  $149  ...  risk-free. 
Our  monthly  analysis  of  market  action. 

"Buckingham's  Stock  of  the  Month." 

One  stocK  to  buy  now. 

For  a  small  portfolio  — 
"10  Stocks  to  Buy  Today". 
A  complete  list  of  all  stocks  we  cur- 
rently rate  as  "Buys"  . 
"Stocks  to  Watch."  Those  getting  close 
to  a  "Buy." 
7.  Sell  Recommendations,  Splits  and 
other  Considerations. 

Our  Millennium  Portfolio  —  tracked 
since  12/31/99. 

9.  The  TPS  Portfolios  ...  updated  regularly 
on  our  proprietary  website. 

10.  OUR  HOTLINE.  We  post  an  email 
review  3  times  a  week  and  if  the  Dow 
moves  3%,  or  the  NASDAQ  5%,  we  post 
a  Special  HOTLINE.  Subscribers  tell  me 
they  consider  our  Hotline  is  worth  the 
cost  of  a  subscription  all  by  itself. 


6. 
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OUR  SPECIAL  LOW  RISK-FREE 

INTRODUCTORY  OFFER! 

Join  us  now  and  pay  only  $149  ... 
75%  off  the  $600  single  issue 
cost ...  50%  off  the  regular  $295 
subscriber  price. 

AND  GET  2  FREE  GIFTS! 

Gift  #1  -  The  Prudent  Speculator's  Formula 
for  Picking  Winning  Stocks  -  A  common 
sense  guide  to  successful  investing. 

Gift  #2  -  A  complete  list  of  all  the  stocks 
currently  held  in  my  own  personal 
Buckingham  Portfolio. 

OUR  GUARANTEE:  As  with  anything 
you  ever  buy  from  us  or  from  FORBES,  our 
publishing  partner,  your  complete  satisfaction 
is  guaranteed.  If  you  decide  within  30  days 
after  receiving  your  first  issue  that  you  do  not 
wish  to  continue  we  will  REFUND  100% 
OF  YOUR  MONEY  and  you  keep  everything 
you've  received  ...  FREE. 

And  after  that  bonus  trial  period,  should  you 
ever  wish  to  cancel  we  will  refund  every 
penny  due  you  for  all  unserved  issues. 

THE  MARKET  HAS  HAD  A  STRONG 

UPWARD  MOVE   RECENTLY  BUT 

THERE  ARE  STILL  GREAT  VALUES  TO  BE 

FOUND  IN  UNDERVALUED  SECURITIES  ... 

IF  YOU  KNOW  HOW  TO  FIND  THEM. 


For  Faster  Service,  Call  Toil-Free: 

1-877-817-4394 

Or  visit  www.theprudentspeculator.com/subscribe 


I 


I 


;:.; 


SUBSCRIBE  NOW  -  RISK  FREE! 

YES !    I  accept  your  risk-free  offer  of  a  one-year  subscription  (1 2  monthly  issues)  to 
THE  PRUDENT  SPECULATOR  for  only  $149  ...  a  saving  of  75%  off  the  $600  single  issue  cost 

...  50%  off  the  regular  rate.   My  subscription  includes  access  to  your  proprietary  website  and 
3  weekly  email  updates.    I  will  also  receive  2  FREE  GIFTS  with  my  paid  order.    I  can  cancel 
within  30  days  of  receiving  my  first  issue  and  receive  a  100%  refund.* 


Name 


(please  print) 


Address 


□  Payment  Enclosed 
Charge  my  Credit  Card: 

□  VISA    □   MasterCard    □  AMEX 


Card  # 


City/Stafe/Zip 


Expiration  Date 


Email  address  to  rec«  ve  market  news  Signature  for  Credit  Card  Orders 

\    c"r  the  30-day  introducl     ■  period,  you  may  cancel  at  any  time  and  receive  a  refund  for  all  unserved  issues. 

To:   The  Prudent  Speculator  •  P.O.Box  5214*  Harlan,  IA  51593-4714  JPNSA03 


Entrepreneurs 

to  ensure  his  delivery  date.  (Ritcher  sent  the 
check,  which  was  cashed,  but  he  never  re- 
ceived the  bed.)  Former  customers  speculate 
the  company  lost  its  credit  card  privileges. 
By  fall  DeArthur's  problems  escalated. 
Scott  and  Beam  sought  the  advice  of  their 
lawyer,  Don  M.  Sallinger.  He  recommended 
they  hire  an  accountant,  but  they  didn't.  In 
November  DeArthur  ceased  to  operate — 

DeArthur  was  reborn  as 
Andrew  Allen  "PROBABLY 
TO  ESCAPE  CREDITORS." 

and  was  reborn  as  Andrew  Allen.  "It  was 
probably  done  to  escape  creditors,"  says 
Sailinger,  who  is  himself  one. 

Beam  says  he  quit  DeArthur  when  it 
ran  into  financial  problems  and  tried  to 
help  former  customers  after  launching  An- 
drew Allen.  "I  made  the  mistake  of  trying 
to  fulfill  DeArthur's  back  orders,"  he  says, 
claiming  he  filled  90%  of  them. 

Customers  tell  a  different  story.  The 


new  company,  they  say,  went  to  some 
lengths  to  disguise  the  connection  be- 
tween the  two  companies  and  their  prin- 
cipals. At  least  three  people  say  Beam  ini- 
tially pretended  to  be  someone  other 
than  Jason  Beam  from  DeArthur, 'and 
others  say  he  asked  for  more  money 
(check  only,  please)  to  complete  orders. 
Online  retailer  For  Mercy's  Sake,  which 
paid  $1,125  for  two  beds  it 
says  it  never  received,  filed  a 
complaint  in  small  claims 
court  in  November  2001, 
after  hiring  a  private  eye 
who  tracked  down  Beam. 
Beam  promised  to  deliver 
the  beds  but  never  did.  After  For  Mercy's 
Sake  posted  a  warning  on  its  Web  site  urging 
people  not  to  work  with  DeArthur  or  An- 
drew Allen,  Scott  called  to  threaten  a  slander 
suit.  (For  Mercy's  Sake  still  posts  the  notice.) 
In  early  2002  For  Mercy's  Sake  and 
other  former  customers  began  a  campaign 
to  put  Andrew  Allen  out  of  business. 
Charles  Schneider,  a  home  building  execu- 
tive in  Denver,  Colo,  who  lost  $3,400, 


drafted  form  letters  to  send  to  the  attoi 
general,  the  swindle  division  of  the  pc 
department  in  Dallas,  the  Dallas  offic 
the  FBI  and  the  Juvenile  Products  Ma 
facturing  Association.  None  of  this  resu 
in  any  official  action  against  Allen. 

Andrew  Allen  stopped  doing  busi 
in  spring  2002.  But  not  for  want  of  new 
ders.  From  September  2001  to  March 
Petoskey,  Mich. -based  Boyne  De: 
Group,  a  unit  of  Boyne  USA  Resort, 
they  sent  $42,300  in  checks  to  help  fur 
14  condominiums.  But  Andrew  Aller 
livered  only  $6,700  worth  of  furnitun 
poorly  made.  "Then  they  disappeared," 
Boyne  project  manager  Sarah  Rochele 

Beam  has  resurfaced  via  the  Carr 
Collection,  selling  furniture  through  a  ] 
site  and  a  showroom  at  the  Dallas  W 
Trade  Center.  "For  seven  months  I  have 
filled  my  customers'  orders  and  made  t 
happy,"  he  says,  adding  that  he's  tryir 
make  a  fresh  start. 

That — or  another  chance  to  squai 
the  trust  of  consumers  and  give  o; 
struggling  entrepreneurs  a  black  eye. 


Walter  Karl 
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Your  Total  Solution  Marketing  Partners 
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Walter  Karl 


are  the  industry  lea 
in  all  facets  of  integ,. 
multi-channel  marketin 


fhat 

do-  we/ 


Help  companies  to: 

>  Build  bfrect  Mail  &  E-mail 

Marketing  Campaigns 
7»  Grow  their  business 

•  Increase  their  customer  base 

•  Build  brand  awareness 


How 

for  yaw? 


Direct  Mail  Marketing 
E-mail  Marketing 
.Database  Consulting 
Customer  Database  Enhancen  t 
Custom  Modeling 
And  much  more... 


Ed  Mallin  at  (845)732-7070  E-mail:  ed.mallin<§  w8.lterkarl.infousa.com  •  Rob  FitzGerald  at  (845)732-7083  E-mail:  rob.fitzgerald@wkinteractive 
Walter  Karl  Corporate  Office.  1  Bl  le  Hill  Plaza,  Pea^l  River  NY,  10965  (845)620-0700  •  Visit  us  at.  www.wkinteractive.com 
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GENERHi  LIfiBILITY      COMMERCIAL  flUTO 
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WORKERS  COMP 


No  one  hates  to  see  an  employee  hurt  more  than 
we  do.  (Accident  prevention  is,  after  all,  our 
obsession.)  But  even  at  the  safest  companies 
there  will  sometimes  be  disabling  injuries.  And 
when  they  happen,  we'll  be  there  with  innovative 
programs,  helping  employees  recover  and  get 
back  to  work  as  quickly  as  possible.  At  the  same 
time,  we'll  be  reducing  employer  costs.  Last  year, 
for  instance,  we  saved  our  clients  over  $100  million, 
thanks  to  Liberty's  extensive  PPO  network. 
Employers  and  disabled  employees  will  also  benefit 
from  programs  that  bring  occupational  therapists 
into  the  workplace. 

Unlike  traditional  therapy  that  only  simulates 
job  tasks,  our  therapists  assist  injured  employees 
with  their  actual  job  duties.  Ultimately,  this 
translates  to  lower  medical  costs.  But  most 
importantly  it  means  an  accelerated  and  more 
successful  return  to  work.  Something  we  can  all 
feel  a  little  better  about. 


For  further  information  on  our  /  •  urn  to  \ 


sitwivw     -  rtymuiuo  com/business 


2003  Liberty  Mutual  Group 


WE'RE  NOT  HERE  TO  TELL  YO 
THAT  ANTI-VIRUS  AND  \ 

FIREWALLS  AREN'T  ENOUGH! 

1 

THAT'S  WHAT  WORMS  ARE  R 


Most  large-seal^.  |«pfe'attacks  corrjpletely  bypass  firewalls  and  anti-virus.  We  stop  these 
threats  cold.  How?  Sim^We  are  #1  #  the  world  for  security  intelligence  and  threat  protection 
technology,  We  deliver  the  fastest,  rh$|  accurate-detection,  prevention  and  response  solution. 
We  call  it  Dynamic  Threat  Proteetioitoyisit.  us  at  wwVtf.iss.net/iss-forbes  or  call  800-776-2362. 


Internet 
Security 
Systems 


Money  &  Investing 


REAL  ESTATE 


Blind  Faith 


ious  and  affable,  Leo 
fells  has  them  flocking 
)  his  dimly  lit  real  estate 
Dmplex.  Where's  the  exit 

OOr?  I  BY  STEPHANE  FITCH 

LEO  F.  WELLS  HAS  BECOME  ONE 
of  the  hottest  names  in  real 
estate.  His  real  estate  investment 
trust  is  amassing  an  amazing 
amount  of  fresh  capital:  In 
2003's  first  half  he  sold  $1  bil- 
m  of  stock,  amounting  to  nearly  half 
lat  public  REITs  raised,  and  he's  target- 
l  another  $1.5  billion  by  year's  end.  Like 
atter-day  Harry  Helmsley,  he  is  using  the 
Dney  for  a  buying  binge  of  first-class 
See  properties.  In  May  his  REIT  bought 
licago's  83-story  Aon  Center,  the  third- 
lest  building  in  the  U.S. 
Wells'  five-year-old  investment  pool  is 
the  vanguard  of  a  new  trend,  "private 
!ITs,"  whose  shares  aren't  traded  on 
changes.  Although  Wells  files  publicly 
th  the  Securities  &  Exchange  Commis- 
>n,.you  must  buy  and  redeem  the  stock 
rectly  from  the  REIT.  This  private- REIT 
inch  is  madly  peddling  shares.  W.P. 
trey,  the  grandfather  of  these  creatures, 
»ht  now  is  offering  $  1 .8  billion  in  stock. 
Are  these  good  investments?  Not  re- 
ly (see  table,  p.  118).  Private  REITs  keep 
eir  share  prices  frozen,  meaning  there's 
)  possibility  of  appreciation.  If,  for  in- 
ince,  you  buy  a  hotel-REIT  share  from 
pple  Suites  Realty  at  $10,  this  company 
ill  give  you  $10  back.  Private  REITs  are  pretty  iiberal  with  the 
es  siphoned  off  for  insiders.  And  there  is  scant  prospect  of  a 
>stile  tender  offer  to  rescue  the  shareholde:  s  of  a  misman- 
;ed  private  REIT. 
I  As  the  largest  private  real  estate  trust,  $3.3  billion  (assets) 


Wells  REIT  does  things  on  a  grand  scale.  The  company  owns  18 
million  square  feet  of  prime  office  buildings  that  are  98%  occu- 
pied, mostly  by  corporations  with  investment-grade  credit  rat- 
ings. Wells  REIT  pays  an  annualized  7%  dividend  yield,  in  line 
with  those  of  public  office  REITs.  Free  of  long-term  debt,  Leo 
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Wells  says  that  he  has  plenty  of  margin 
for  error.  He  boasts,  "If  50%  of  my  prop- 
erties go  bankrupt,  I  can  still  give  you  a 
3%  yield." 

A  cherubic  fellow  with  an  easy  South- 
ern charm,  Wells,  59,  combines  a  sales- 
man's bonhomie  with  a  religious  convic- 
tion that  he  is  doing  good  for  his  100,000 
investors.  The  company  creed  is  "to  glo- 
rify God  and  care  for  people."  Meetings 
at  headquarters  in  suburban  Adanta  often 
begin  with  a  prayer.  Professions  of  athe- 
ism, casual  dress  at  work  and  drinking  are 
verboten.  So  are  beards  and  moustaches. 
Last  year  Wells  settled  a  lawsuit  with  Gre- 
gory Genovese,  a  broker  for  Wells  until 
1999,  when  he  alleged  he  was  fired  for 
failing  to  shave. 

Like  many  financial  products,  this  one 
needs  heavy  marketing  to  succeed.  "Pri- 
vate REIT  shares  are  sold,  not  bought," 
says  Jon  A.  Fosheim,  cofounder  of  real 
estate  research  firm  Green  Street  Advis- 
ors. Mirroring  its  peers,  Wells  REIT 
depends  on  an  army  of  salesfolk — 39 
affiliated  brokers  and  3,000  independent 
reps — whom  Wells'  executives  pump  up 
at  annual  conferences. 

These  rah-rah  sessions  have  drawn 
the  scrutiny  of  the  National  Association 
of  Securities  Dealers,  which  has  decided 
to  institute  disciplinary  action  against  Leo 
Wells  for  violating  rules  on  gift-giving  by 
paying  for  reps'  travel  to  the  conferences. 
Wells  won't  comment  on  that. 

Amid  all  the  sales  palaver,  Wells' 
REIT's  weaknesses  get  downplayed: 

Stagnant  stock.  Wells'  REIT's  big  pitch 


Private  Versus  Public 


Private  REITs  shell  out  high  dividends,  but  the  payouts  and  stock  prices  aren't 
supported  with  strong  funds  from  operations.  So  why  pay  the  high  fees? 


If 


Company/holdings 


Recent 
price 


Apple  Suites  Realty/hotels 


$10.00 


CNL  Holdings/hotels 


10.00 


Inland  Real  Estate/strip  centers 


10.50 


W.R  Carey/diversified 


10.00 


Wells  Real  Estate/office  &  industrial 


10.00 


Boykin  Lodging/hotels 


8.00 


Kilroy  Realty/office  &  industrial 


28.00 


Pan  Pacific  Retail  Properties/strip  centers    41.00 


Prentiss  Properties  Trust/office  &  industrial    30.50 


Washington  REIT/diversified 


27.50 


YIELD 


dividend     earnings 


10.0%      12.6% 


Upfront  fee 
on  $10,000 
investment 


$1,350.00 


7.8 


6.1 


9.0 


10.2 


6.3 


4.2 


7.0 


7.0 


9.0 


18.3 


7.0 


11.0 


5.0 


7.2 


7.3 


11.0 


5.4 


7.2 


1,400.00 


1,169.00 


1,274.00 


1,600.00 


29.95 


29.951 


29.951 


29.95J 


29.95] 


Earnings  yield  is  2002  funds  from  operations  (net  income  before  depreciation  and  gains  or  losses  from  property  sales)| 
divided  by  stock  price.  Fee  for  public  REIT  purchases  assume  online  trade  through  Charles  Schwab. 
Source:  Securities  &  Exchange  Commission  filings. 


full  $10)  up  to  3%  of  its  shares  every  year. 
So  far  redemption  orders  have  been  mod- 
est and  last  year's  $21  million  of  cash- 
outs  came  to  only  1.75%  of  the  stock  then 
outstanding.  But  if  there  were  a  rush  for 
the  exits— say,  after  a  big  cut  in  the  divi- 
dend— the  redemptions  would  be  first 
come,  first  served,  and  it  might  take  a 
long,  long  time  to  unwind  a  position. 

If  you  want  liquidity,  try  a  conven- 
tional REIT.  AMB  Property,  a  public  REIT 
of  roughly  the  same  asset  size  as  Wells' 
REIT,  trades  on  the  New  York  Stock  Ex- 
change and  turns  over  35%  in  a  sin- 
gle month. 


"Private  REIT  shares  are  sold,  not 
bought/'  says  one  skeptic. 


is  that  no  investor  has  lost  money  with 
the  trust.  True,  if  you  ignore  opportunity 
cost.  The  share  price  has  been  fixed  at  $10 
since  1998.  Since  then  the  four  most 
widely  held  publicly  traded  office  REITs 
have  averaged  5.4%  yearly  in  price  gains. 
Add  in  their  dividends  and  the  return  was 
11.5%,  outpacing  Wells'  7%  dividend- 
only  return. 

If  you  want  to  redeem  your  Wi 
shares,  you  may  have  to  stand  in  line.  1  he 
REIT  has  committed  to  cash  out  (ai  t.. 
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With  a  private  REIT  you  are  not  per- 
mitted to  sell  your  shares  to  anyone  else 
but  Wells  REIT.  If  you  want  to  transfer 
your  Wells  shares  to  someone  else  in  par- 
ticular, you  must  arrange  the  deal 
through  Wells  itself. 

Next  comes  the  dilution  problem, 
pai  tly  resulting  from  a  frozen  stock  price 

1  will    n illy  sales  of  new  shares.  Look 

.it  J  coron  on  earnings  metric  for  REITs 

i  from  operations  (earnings 

de]  tion).  Investors  have  seen 


the  Wells  FFO  dip  from  83  cents  per  sh< 
in  2000  to  70  cents  today. 

All  the  fresh  capital  is  being  plow 
into  ever  more  expensive  real  estate.  Frc 
the  REIT's  mid- 1998  founding  until  t| 
end  of  1999,  Wells  paid  $110  million 
buy  1.25  million  square  feet  of  offij 
space,  or  $88  a  foot.  With  the  boom  ye; 
over,  though,  office  building  prices  pail 
doxically  went  up:  People  shunted  th 
money  from  the  ailing  stock  market  ir 
property,  a  strategy  that  dropping  inter 
rates  aided.  Last  year  Wells  spent  $1 
billion  for  5.7  million  square  feet,  $2 
a  foot. 

Weak  earnings.  Wells  has  long  insist 
that  any  shareholder  who  bought  1 
stock  in  late  1999  was  well  served  by 
efforts  to  expand  the  REIT,  because 
vastly  larger  tenant  roll  lowers  the  r 
that  one  or  two  tenants  could  go  bar 
rupt  and  force  a  dividend  cut.  "I'm  p 
sionate  about  the  surety  of  my  dividen 
says  Wells. 

Nonsense.  The  safety  of  Wells'  di 
dend  has  deteriorated  alarmingly.  L 
year's  73-cent  dividend  was  not  covei 
by  FFO,  so  Wells  had  to  borrow  $8  milli 
short  term  to  cover  it.  For  2003's  fi  J 
period  (the  second  one  isn't  out  yet) 
FFO  was  19  cents  a  share,  up  a  penny  fri 
the  year  earlier  and  barely  enough 
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ducing  the  more  enlightened  home  energy  choice  -  Sunvista  solar  energy  systems  from  Sharp.  The  cleaner,  more 
jnt  way  to  power  your  home,  from  the  \  oriel's  leading  manufacturer  of  solar  panels.  Sharp's  fully  integrated  system  helps 
nanage  your  energy  costs,  providing  -  liable,  environmentally  responsible  power,  while  reducing  your  dependence 
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Venture  Capital  Conference 
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Israel  is  a  global  source  of  innovation? 
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To  Someone  Who  Stutters, 
It's  Easier  Done  Than  Said* 


The  fear  of  speaking  keeps  many  • 
people  from  being  heard.  If  \ 
stutter  or  know  iyh<       es, 

write  or  call  for  i  informal  ive 

brochures  on  pre  ind 

treatment  of  stut  ei 

3100  Walnut  Grove  Road,  S  |  1749 


THE 

Stuttering 
Foundation  ,m 

A  Non/mi/n  Organisation 

Since  1947— Helping  Those  Who  Stutter 

1-800-992-9392 

www.stutteringhelp.org 
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cover  the  17.5-cent  quarterly  dividen  L 
Wells  has  retreated  to. 

What's  happening:  Recession-tin..* 
rents  on  new  properties  aren't  keeping  t" 
with  these  buildings'  rising  costs.  Ar 
although  Wells  has  long  crowed  over  1 
tenants'  stellar  status,  it  turns  out  th 
some  were  deadbeats.  Two  of  them  we 
Enron-tainted  Arthur  Andersen,  who 
accounting  business  propelled  it  in 
oblivion,  and  auto  parts  maker  EYBL  Ca 
Tex,  which  went  bankrupt.  "The  quali 
of  tenant  credit  in  this  country  was  sli 
ing  rather  rapidly,"  he  admits. 

Most  big  office  REITs  pay  out  on 
70%  to  80%  of  their  FFO.  Some  of  tij 
balance  goes  to  cover  the  cost  of  replaci 
roofs  and  elevators  and  the  like,  a  cc 
Wells  largely  avoids  by  signing  tenants 
triple  net  leases  in  which  they  cover  op< 
ating  costs. 

But  some  of  a  REIT's  funds  frc 
operation  must  be  set  aside  to  updc 
space  when  leases  roll  over,  and  We 
does  face  that  burden. 

High  fees.  To  ensure  that  tenai 
maintain  property,  Wells  says,  inspect^ 
need  to  visit  them  quarterly.  The  RI 
buys  that  service  from  a  company  own 
by  Leo  Wells,  called  Wells  Manageme 
to  which  it  pays  a  fee  of  4.5%  of  the  I 
roll.  Real  estate  pros  find  that  way  hij 
For  a  triple  net  lease,  1.5%  is  more  like 

Then  there's  an  entity  called  Ws 
Real  Estate  Funds,  which  gets  a  2.5%  1 
on  the  purchase  price  for  advice  on  wh 
properties  to  buy. 

Then  come  lush  fees  on  all  the  new  c 
ital.  Some  $400  million — 16%  of  the  eqi 
capital  Wells  is  raising  this  year.  By  Gr< 
Street  Advisors'  reckoning,  that's  four  tir 
what  publicly  traded  REITs  incur  when  tl 
make  follow-on  offerings.  A  third  of 
boodle  goes  to  Wells'  own  sales  organi 
tion,  Wells  Investment  Securities,  or  its 
visory  firm,  Wells  Real  Estate  Funds. 

How  does  Wells  justify  these  fe 
Wells  says  he  spares  no  expense  to  give 
investors  maximum  service.  He  que 
Bob  Dylan,  saying:  '"You  gotta  se 
somebody'  We  serve  the  investor." 

Interesting.  Leo  Wells  owns  100°/ 
these  affiliated  firms,  but  he  has  ju: 
tiny  $  1 5,000  stake  in  his  supposedly  w 
derful  REIT. 
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STOCK  FOCUS 
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Bet  on  the  Small  Fry 


With  marketing  razzmatazz  and  customer 
service,  small-scale  lenders  have  a  big 

future  I  BY  MARK  TATGE 


HI 
met' 
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THE  GREAT  SWEEP  OF  BANK  CONSOLIDATION  OVER  THE 
past  two  decades  has  given  rise  to  some  national  giants 
like  Wachovia  and  Bank  of  America,  while  leaving  be- 
hind 1,920  little  banks — those  with  assets  under  $10 
billion.  These  pip-squeak  lenders  are  not  necessarily 
doomed.  The  consolidation  wave,  predicated  as  it  is  on  closing 
branches  and  firing  tellers,  has  left  in  its  wake  a  certain  amount 
of  customer  disaffection.  This  the  smaller  banks  can  exploit. 
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Says! 


The  small  banks  push  customer  service,  are  shrewd  at  attrac 
ing  no-interest  deposits,  and  focus  on  making  profitable  loans 
small  businesses,  which  big  lenders  ignore. 

To  attract  customers  to  its  Florida  turf,  Alan  B.  Levajj* 
BankAUantic  Bancorp's  chief  executive,  sends  a  dozen  Volksw 
gen  bugs,  painted  in  loud  colors  and  bearing  the  bank  logo,  o 
on  the  road.  The  employees  of  the  month  get  to  drive  them  fit 
their  personal  use  for  the  month.  The  bank  is  open  seven  da;  "j 
a  week,  and  on  Fridays  it  showers  patrons  with  cheap  gifts  lil 
key  chains. 

In  Florida  and  Texas,  two  high-growth  states  known  for  se 
ting  banking  trends  nationally,  out-of-state  banks  control  aroui 
70%  of  deposits.  Yet  this  predominance  may  have  peake  t 
Florida's  three  largest  banks — Bank  of  Amerk 
Wachovia  and  SunTrust — saw  their  combing  j  (41 
market  share  fall  to  43%  at  June  30,  2002,  froi^tb 
49%  the  year  before,  according  to  securities  firj  | 
Stephens  Inc.  Another  Stephens  study  found  thj  j™] 
out-of-state  Texas  banks  managed  to  increa 
Lone  Star  deposits  by  only  1.6%  annually  fro 
1997  to  2001  (excluding  acquisitions)  while  bai 
deposits  statewide  expanded  5.75%. 

You  can  often  get  a  piece  of  a  smaller  bank  a 
good  price.  The  table  opposite  shows  eight  wi 
assets  of  less  than  $10  billion.  Their  profitabili 
as  measured  by  return  on  equity,  is  nothing  d< 
zling,  but  their  growth  rates  are  good  and  th 
prices  a  reasonable  multiple  of  earnings. 

For  comparison:  At  the  11  biggest  ban 
(excluding  the  globe-girdling  giants  Citigroi 
and  J.P.  Morgan  Chase)  tracked  by  SNL  Financi 
a  stock  research  firm  in  Charlottesville,  Va.,  retu 
on  equity  averages  16.3%  and  return  on  asse 
1.4%.  But  note  that  the  small  banks  in  the  tal 
are  expanding  earnings  at  a  12%  to  22%  cl 
compared  with  an  average  4.3%  for  the  SNL  1 1 . :  ee  ho 

One  weak  spot  in  small  lenders  is  their  inti 
est  margin.  This  is  the  spread  between  what  th  | 
pay  for  deposits  (excluding  the  cost  of  the 
tellers)  and  what  they  charge  in  loans  befc  | 
deducting  for  loan  losses.  BankAdantic's  (asse 
$5.8  billion)  spread  is  3.3  percentage  points.  T 
SNL  big  bank  average  is  4.4.  Small  banks,  thouj 
tend  to  be  conservative  lenders.  According 
SNL,  delinquent  loans  for  small  banks  with  ass 
less  than  $10  billion  nationwide  were  at  0.78% 
total  loans  last  year,  while  big  banks  averag 
1.25%.  BankAtlantic's  bad  loans  were  0.54%. 
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ittle  Banks,  Big  Growth 

u  can  get  growth  at  a  reasonable  price  by  investing  i 
me  to  a  number  of  these  little  gems,  but  they  can  be 

Recent       Assets 
ilk/state                                                 price          (Sbil) 

n  smallish  lenders.  Fast-growing  Flo 
found  all  over  the  country. 

LATEST  12  MONTHS 

rida  is 

EPS 

3-year 
growth1 

return  on 

equity 

return  on 
assets 

P/E 

EPS 

inkAtlantic  Bancorp/Florida            $13.t!3        $5.8 

14% 

1.13% 

13 

$1.03 

12% 

idge  Bancorp/New  York                     29.10          0.5 

24 

1.99 

13 

2.27 

22 

mden  National/Maine                        27.01          -  3 

16 

1.49 

12 

2.21 

19 

st  Bancorp/North  Carolina               25.87          1.3 

14 

1.47 

13 

1.94 

16 

irbor  Florida  Bancshares/Florida       25.78          2.3 

3  5 

1.67 

16 

1.59 

21 

irthrim  Bancorp/Alaska                     18.70          0.7 

14 

1.42 

13 

1.45 

15 

cific  Capital  Bancorp/California       31.65          4.4 

23 

1.96 

13 

2.40 

17 

>B  Holding/New  York                          17.55          2.5 

15 

1.27 

12 

1.51 

16 

:es  as  of  Aug.  8.  'Annualized.  Source.  Worldscope  via  FactSel  Research  Systems. 

Says  Stephens  Research  Director  Brian  Bush  about  small  banks: 
ey  know  their  customers  better." 

BankAtlantic  has  something  else  going  for  it.  It  has  a  high 
1  41%)  of  no-interest  deposits,  compared  with  an  average 
b  at  big  banks,  according  to  Putnam  Lovell.  At  a  time  when  the 
eral  Reserve  is  gunning  the  money  supply  and  keeping 
might  rates  not  far  from  1%,  those  cheap  deposits  aren't 


worth  a  lot.  But  if  short- 
term  rates  climb  a  few 
points,  the  cheap  money 
will  turn  into  profits. 

The  bank  issues  no 
residential  mortgages  and 
holds  a  modest  20%  of 
assets  in  mortgage-backed 
securities  and  other 
bonds,  so  the  asset  side  of 
its  ledger  is  not  very  vul- 
nerable to  interest  rate 
swings.  Its  favorite  asset  is 
a  short-term  construction 
loan  repaid  in  18  months 
and  carrying  an  interest 
rate  a  point  over  prime. 
BankAtlantic  bought 
investment  bank  Gruntal  last  year  to  add  to  brokerage  Ryan  Beck. 
Investors  cheered  its  plan  to  spin  off  housing  developer  Levitt. 

Small  banks  spoil  customers  with  friendly  service,  free 
checking  and  all-week  banking.  In  North  Carolina  acquisitions 
helped  fuel  First  Bancorp,  where  loans  have  grown  at  double  the 
rate  of  deposits.  It  also  expanded  in  South  Carolina  last  year, 
adding  Carolina  Community  Bancshares  for  $17  million.        F 


BEFORE 
YOU  TRADE 

DO  THE  MATH. 

ee  how  their  commission  stacks  up  to  ours  with  our  comparison  calculator.  With  fees,  order  charges  and  sliding-scale 
amissions,  a  volume  equity  trade  could  run  you  over  three  figures  at  some  online  brokers.  Not  at  Ameritrade.  With  our 
:raightforward  approach,  a  $10.99  Internet  equity  trade  is  the  same  whether  it's  s  I  , 

>r  one  share  or  thousands?  Before  you  trade  again,  know  what  you're  paying.  AMER|JRADE  ~A™ 
isit  www.ameritrade.com/compare/ 

What's  your  share? 


GET  15  FREE  INTERNET  EQUITY  TRADES  AND  IF  YOU  QUALIFY  FOR  APEX,  OUR  ACTIVE  TRADER  PROGRAM, 

$100  cash.  CAii  877.447,8331  or  visit  www.ameritrade.com 


ice  comparison  calculator  is  believed  but  not  guaranteed  to  be  :r«  and  does  not  account  for  different  level  of  services  provided  Orders  executed  in  multiple  lots  on  the  same  trading  day  are 
larged  a  single  commission.  Orders  partially  executed  over  multiple  trading  days  are  subject  to  commission  charges  for  each  trading  day.  Market  volatility,  volume,  and  system  availability  rnay 
Hay  account  access  and  trade  executions.  Offer  valid  for  new  Individual  and  Joint  accounts  opened  and  funded  with  at  least  $1,000  through  9/30/03.  Other  limitations  apply.  This  is  not  an  offer 
solicitation  in  anyjurisdiction  where  we  are  not  authorized  to  do  business.  Ameritrade,  Inc.,  member  NASD/SIPC.  Ameritrade  and  Ameritrade  logos  are  trademarks  or  registered  trademarks  of 
neritrade  IP  Company,  Inc.  ©2003  Ameritrade  IP  Company,  Inc.  .'.1  rights  reserved.  Used  with  permission. 


MAKERS  &  BREAKERS 

For  more  financial  stats,  go  to  www.forbes.com/makers. 


Arches  Turn  Golden  Again 

The  world's  largest  burger  chain  had  the  embarrassment  recently  of  losing  money 
($344  million  in  the  December  quarter,  after  an  $810  million  nonrecurring  charge), 
and  tort  lawyers  are  trying  to  prove  that  fast-food  chains  are  to  blame  for  obesity. 
But  now  MCDONALD'S  (23,  MCD)  is  coming  back,  along  with  formerly  dissatisfied  cus- 
tomers. This  year's  second  quarter  showed  a  robust  sales  surge  of  11%,  to  $4.3  bil- 
lion. The  stock  has  doubled  since  March. 

Too  late  to  get  in?  Hardly.  Marsh  Douthat,  president  of  Financial/Market  Man- 
agement, thinks  the  company  still  is  undervalued.  McDonald's  is  trading  at  18 
times  trailing  earnings,  if  you  exclude  the  nonrecurring  items.  The  ratio  of  com- 
mon market  capitalization  to  sales,  at  1.8,  is  well  below  the  long-iun  average  of  2.6. 

New  Chief  Executive  James  Cantalupo  has  cut  back  new  store  openings, 
announced  a  revamped  advertising  campaign,  launched  premium  salads  (copying 
Wendy's)  and  promised  to  bring  back  popular  in-store  games  like  Monopoly.  Can- 
talupo also  supports  consolidating  franchisees,  which  will  trim  more  fat.  European 
sales  are  falling,  although  that  likely  is  due  to  temporary  anti-American  passions. 
Should  McDonald's  return  to  a  growth  strategy,  plenty  of  markets  remain  to  be 
tapped:  Only  4%  of  its  revenue  comes  from  Latin  America,  for  example. 

McDonald's  still  needs  to  beef  up  earnings,  which  last  quarter  fell  5%  to  $47 1 
million.  Douthat  expects  a  per-share  net  of  $1.35  this  year  and  at  least  a  5% 
increase  in  the  annual  dividend.  — Emily  Lambert 


Earnings  per  share 


8/30/02    8/11/03 


It's  in  the  Bag 

Luxury  goods  usually 
suffer  in  a  sputtering 
economy.  That's  the 
case  with  Gucci  and 
LVMH.  But  not  with 
COACH  (52,  COH),  which 

enjoyed  a  32%  gain 

in    sales    to    $953 

million  and  a  67% 

gain  in  net  income  to  $147  million  in  its 

fiscal  year  ended  in  June. 

Here  is  another  stock  you  are  not  too 
late  for.  Despite  the  run-up,  which  leaves 
Coach  trading  at  33  times  trailing  earn- 
ings, this  company  has  a  lot  of  growth 
ahead,  says  Goldman  Sachs  analyst  Mar- 
garet Mager.  At  2d  times  forward  earnings, 
Coach's  multiple  !•  ,.'  the  low  end  ol  the 
range  for  luxury  go- 

There  is  no  shot 
willing  to  pay  for  Coach 
leather  bags  and  accesso 
company  is  expanding  into 
furniture.  The  tony  brand  works  abi 
too:  Stores  in  Japan  are  also  seen,    d  >u 
ble-digit  sales  growth. — Brendan 
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Hot  Flash 


Shorted  Out 


Digital  cameras  are  spurring  spectacular 
growth  at  lexar  media  (ii,  lexr).  Lexar 
makes  flash  memory  cards  for  Olympus, 
Sony  and  Nikon  cameras.  It  also  pro- 
duces portable,  key-chain-size  flash 
drives. 

Next,  Lexar  will  expand  into  cam- 
corders and  cell  phone  cameras.  Michael 
Kim,  senior  research  analyst  at  Roth 
Capital  Partners, 
says  Lexar  is  gain- 
ing market  share 
on  memory-card 
leader  SanDisk. 

This  stock's 
lofty  multiple  (38) 
is  justified  by  a 
stellar  growth  rate. 
Second-quarter 
revenue  was  up 
I0%to$81.5mil- 

i  and  net  income  up  fivefold  to  $7  mil- 
Chief  Executive  I  ric  Stang  expects 
hare  profits  of  34  cents  this  year. 
1002  i  exar  was  mired  in  the  red. 
— Aliya  Sternstein 


I 


Cyclical  businesses  by  definition  come  bai 
some  day.  That  day  has  not  yet  arrived  f| 
EMERSON  (52,  emr),  whose  stock  is  nonetb  t: 
less  up  25%  since  last  fall. 

The  maker  of  air-conditioning  ge 
electric  motors  and  power  systems  d 
pends  on  the  housing  market's  streng 
and  a  corporate  cap  ex  revival.  Even  Em< 
son  Chief  Executive  David  Farr  doesn't  J 
a  quick  rebound  for 
capital  goods.  In  the 
most  recent  quarter 
sales  rose  0.6%  to 
$3.6     billion.     But 
without  currency  ef- 
fects,    acquisitions 
and  divestitures,  rev- 
enue   would    have 
fallen  3.5%.  Excluding  a  one-time  g<| 
from  an  asset  sale,  income  was  off  3%  | 
$278  million. 

Emerson  is  trading  at  22  times  tr£  I 
ing  earnings  (excluding  the  nonrecurri 
item).  Brian  Chait,  investment  manaj 
at  Clarion  Partners,  says  you  should  sh< 
it  and  cover  at  $35. — Christopher  Heltr, 


OUR  BUSINESS  IS  ALL 
BOUT 

OW,  SO  ARE 


there's  an  entirely  new  kind  of  wireless  program,  designed  exclusively  for  small  businesses.  It's  a  faster, 
»r,  more  affordable  way  to  get  the  wireless  plans,  equipment  and  services  you  need  to  run  your  business. 

SMALL  BUSINESS  SUPPORT.  WHEN  YOU  NEED  IT. 

Dedicated  small  business  specialists  will  help  you  select  the  right  voice  and  data  plans, 
phones  and  services  for  your  business.  And  they'll  be  there  to  assist  as  your  needs  change. 

MONTHLY  SAVINGS  ON  YOUR  WIRELESS  SERVICE. 

Save  on  voice  and  data  plans  starting  at  $39.99/mo.  when  you  sign  up  5  or  more  employees 
on  your  business-liable  account.  Add  employees  or  services  and  you  can  save  even  more. 

DISCOUNTS  OF  UP  TO  20%  ON  THE  LATEST  PHONES. 

Get  great  savings  on  the  phones  you  want  with  the  features  you  need,  including  tools 
that  give  you  wireless  access  to  work  e-mail  and  other  business  applications. 


's  free  to  sign  up.  Call  1  866 


>  speak  with  a  business  representative. 


,  J 1 1  .j  i . 
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t he  b u s  i  n ess  s i tie  of;   I  i  f  e 


Wireless  Business  Advantage  Program:  An  additional  monthly  SI  75  Regulatory  Programs  Fee  will  be  added  to  your  bill  for  each  line  of  service  to  help  fund  AT&T  Wireless 
nee  with  various  government-mandated  programs  This  is  not  a  tax  or  government-required  charge.  Credit  approval  and  minimum  one-year  AT&T  Wireless  Business  Advantage 
ent  required  for  eligible  companies.  Compatible  device  required  for  each  activation  depending  on  service  plan  selected.  Activation  fees  may  apply.  Other  charges,  surcharges  and  taxes 
ily.  Products,  services  and/or  prices  may  vary  outside  of  the  50  United  Sates.  Availability,  speed  of  delivery  and  timeliness  of  information  is  not  guaranteed.  Not  available  for  purchase 
i  all  areas.  Other  restrictions  apply.  For  complete  details  about  the  AT&TWireless  Business  Advantage  program,  see  the  offer  brochure  and  contract  or  speak  with  your  AT&TWireless 
t  Representative.  Business  Care:  Business  Care  is  available  to  only  one  company  contact  All  other  rompany  employees  must  contact  general  care  (611  from  their  wireless  device) 
r  questions  about  their  service  or  participation  in  this  program.  Service  Discount:  End  Users  are  eligible  for  the  service  discount  only  if:  ( I )  they  are  employed  by  an  eligible  business 
!r-*at  meets  the  total  number  of  End  Users  and  Corporate  Responsibility  Users  set  forth  in  the  offer  brochure  and  contract,  and  (2)  the  End  User  has  activated  service  on  at  least 
a  service  plan  or  voice  service  plan  that  has  a  monthly  service  charge  of  $3C  J9  or  greater.  Eligible  End  Users  will  receive  the  applicable  service  discount  for  monthly  service  charges 
ata  or  voice  service  plans  they  activate,  regardless  of  the  amount  oi  the  monthly  service  charge.  ©2003  AT&T  Wireless.  All  Rights  Reserved. 


ARRIVE 
SAFELY. 


Pnrtfnlin  Strategy  |  By  Kenneth  L.  Fisher 

Professors  and  Markets 


THE  PROFESSORS  ARE  OUT  IN  FULL  FORCE,  WARNING 
you  away  from  stocks.  Their  theory  says  that  the 
"equity  risk  premium" — the  extra  reward  you  can 
expect  from  holding  stocks  rather  than  safer  Treasury 
bonds — is  at  a  low  ebb.  Don't  be  intimidated.  These 
experts  don't  know  any  more  than  you  and  I  do  about  what 
stocks  are  going  to  do  over  the  next  decade. 

We  have  been  treated  to  academic  pronouncements  at  other 
turning  points  in  investing  history.  In  1929,  just  before  the 
Great  Crash,  the  Yale  economic  genius  Irving  Fisher  was 
famously  quoted  as  saying  that  stocks  had  reached  a  "perma- 
nent high  plateau."  In  Octo- 
ber 1974,  at  what  turned  out 
to  be  the  bottom  of  a  bear 
market,  academics  could  be 
heard  explaining  why  stocks 
had  to  go  lower.  You  may 
recall  the  Nobel  laureates  who 
presided  over  the  demise  of 
Long-Term  Capital  Manage- 
ment in  1999. 

The  academic  theory  is 
correct  in  saying  that  stock 
investors,  in  compensation  for 
the  extra  risk  they  are  taking 
on,  need  an  extra  return 
above  that  available  on  gov- 
ernment bonds.  That  incre- 
mental return,  historically,  has 
been  a  big  number,  averaging  about  5%  annually. 

But  the  problem  comes  in  taking  this  theory  into  the  future. 
Working  from  either  fundamental  data  like  earnings  or  from 
the  notion  that  the  market  must  revert  to  a  mean  following  the 
1982-2000  run-up,  the  academic  analysts  calculate  that  returns 
are  now  going  to  be  disappointing.  An  article  in  the  July  1  issue 
of  Fortune  homes  in  on  a  formula  favored  by  noted  University 
of  Chicago  professor  Craig  Asness.  He  says  we  now  confront  a 
meager  3%  equity  risk  premium. 

But  let's  1  about  what  these  professors  of  the  dismal 

science  are  up  to.  [1      u're  bearish,  you  can  create  an  equity  risk 
premium  foreseein  turns.  To  say  you  are  bearish  because 

your  ERP  calculati  beat  ish  simply  says  you're  bearish 

because  you're 

Try  back-testing  thai  formula.  I  did.  It  would  have 

produced  gloomier  forecasts  Ih  it  the  1980s  and  1990s, 

actually  being  negative  as  both  gan.  Why,  if  the  for- 

mula Hopped  in  the  past  two  dei  won't  it  flop  in  the  next 

one?  These  academic  theorists  are  too  c  ute  b)  half. 

Consider  the  total  return  on  stocks  since  the  beginning 


Why,  if  the  "equity 

risk  premium" 

formula  flopped  in 

the  past  two 

decades,  won't  it  flop 

in  the  next  one? 

These  academic 

theorists  are  too 

cute  by  half. 


of  the  S&P  500  in  1926  verJ 
that  on  the  ten-year  Treasl 
bond.  On  an  annualized  bJ 
over  rolling  ten-year  periods] 
extra  return  on  stocks  rani 
from  18.5  percentage  poi 
above  to  5  points  below.  Til 
is  no  basis  for  saying  that  stoj 
advantage  over  bonds  is  prefl 
tined  to  be  3  points  or  any  ot 
figure.  Equity  prices  are  del 
mined  by  sweeping  increase] 
decreases  in  the  supply  and  demand  for  equity  securities.  Til 
is  simply  no  way  to  know  what  that  will  be  seven  to  ten  yl 
from  now. 

Here's  another  would-be  expert  on  the  subject.  luly's  In\\ 
merit  Advisor  magazine  bills  Harold  Evensky  "the  nation's  nj 
quoted  financial  planner."  (Are  we  supposed  to  take  that 
compliment?  Isn't  the  most  quoted  expert  the  one  most  likel] 
follow  the  consensus,  and  isn't  the  consensus  always  wroil 
Evensky  says  in  this  piece,  "I  don't  know  anyone  who  has 
accepted  that  returns  will  be  lower  in  coming  years,  certal 
not  in  professional  circles."  He  is  right.  And  that  is  one  excel! 
reason  to  expect  higher  long-term  returns. 

I  don't  know  where  stocks  will  be  ten  years  from  now.  I 
neither  do  the  academics.  Nor  do  you.  We  are  all  entitled 
opinions,  but  they  are  nothing  more  than  that.  And  we  cad 
be  wrong.  What  we  can  know  is  that  right  here  and  now,  eJ 
ties  are  doing  just  fine,  beating  cash  or  bonds  this  year  han  | 
So  don't  be  misled  by  the  gloomy  talk  about  the  equity  risk 
mium.  Instead  enjoy  great  stocks  like  these: 

Allied  Irish  Banks  (28,  AlB)  is  tied  to  a  strong  economy 
trades  at  17  times  trailing  earnings.  The  Dutch-based  phi 
lithography  firm  ASML  Holdings  (12,  ASML)  will  benefit  from 
rebound  in  demand  for  semiconductor  chips.  It  is  currendy 
ing  money  but  by  next  year  should  be  profitable  and  sell 
across  the  board  at  steep  valuation  discounts  to  its  indul 
peers.  The  Canadian  ATI  Technologies  (12,  atyt)  makes  prod 
that  increase  display  speed  on  PCs  and  are  on  fire  right  r 
Italian  clothesmaker  and  retailer  Benetton  Group  (21,  bng)  is  gi 
for  80%  of  annual  revenue.  Finnish  machinery  manufact 
Metso  (io,  MX)  and  Japanese  consumer  and  industrial  electro  | 
firm  TDK  (58,  TDK)  are  poised  for  a  rebound  in  earnings. 

I  like  four  U.S.  insurers,  and  you  might  buy  small  amo 
of  each:  Aon  (22,  AOC),  Chubb  (65,  CB),  Hartford  Insurance  (53, 1 
and  Jefferson-Pilot  (43,  JP).  Their  day  is  coming  soon,  afl  j 
long  wait. 


Forbes 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  man  | 
Visit  his  home  page  at  www.forbes.com/fisher. 
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ibm.com/pc/think 


What  if  you  came  to  work  and 
found  this  on  your  desk? 

What  if  you  had  a  computer  that  let  you  work  where  you 
want  to,  not  where  you  have  to.  A  PC  you  could  use  from 
New  York  to  LA,  without  a  dead  battery  over  Kansas*  A  PC 
with  Intel8  Centrino™  Mobile  Technology,  so  it's  easy  to  go 
wireless.  And  what  if  it  could  protect  your  data  with  a  hard 
drive  shock  absorber.  Then  you'd  have  this  computer. 

ThinkPad. 

Where  the  world's  most  innovative  people  choose  to  think. 
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MOBILE 
TECHNOLOGY 


ThinkPad  T40 
SVT  MTM  2373-94U 


I^M^|pmit||nd#  Microsoft  Windows"  XP  Professional  for  Business. 

Actual  battery  life  vanes  bas^lp  PC  settings  ^rd  usage  IBM  product  names, are  trademarks  or  registered  trademarks  of  International  Business  Machines 
- , ,_..,  ^-„^,,u£#„,„i  i,ft>5=- iho  i*ei'c>=ritrinri'i£ino'and'the  Intef Inside  looo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its 


Corporation.  Intel;  Intel  Cei  ..^, 
subsidiaries  in  the  United  Sl^te" 


bufsriries.  Afl.-Qthefr  q|&tpany  names  are  trademarks  of  their  respective  companies,  ■;  2003  IBM  Corp.  All  rights  reserved. 


The  Contrarian  |  By  David  Dreman 

Horror  Story 


TO  HEAR  THE  CRITICS,  YOU  COULD  EASILY  CONFUSE 
Freddie  Mac  with  blade-fingered  Freddy  Krueger, 
now  slashing  away  in  the  summer  horror  flick  Freddy 
Vs.  Jason.  Freddie  Mac  (49,  fre)  is  embroiled  in  an 
accounting  scandal,  while  cousin  Fannie  Mae  (64,  fnm) 
also  has  taken  fire  for  its  finances.  The  scandal  at  Freddie  is 
that  it  understated  its  earnings  by  as  much  as  $4.5  billion,  in  an 
impermissible  scheme  to  set  up  cookie-jar  reserves  to  smooth 
out  future  earnings  bumps.  The  criticism  of  both  mortgage 
finance  corporations  is  that  they  are  risky  and  would  entangle 
the  federal  government  in  a  massive  bailout  if  interest  rates 
went  the  wrong  way. 

Both  stocks  have  tumbled 
lately,  unjustifiably.  Since  June 
Fannie  Mae's  shares  are  off 
13%;  Freddie's  are  down 
17%.  I  have  been  a  longtime 
fan  of  both  companies,  first 
recommending  them  in  this 
column  in  June  1990.  If  you 
had  invested  $10,000  in  each 
back  then,  your  Freddie  hold- 
ing (including  dividends  re- 
invested) would  be  worth 
$88,900  and  your  Fannie 
position  $77,200,  double  what 
the  S&P  500  returned.  I  last 
reiterated  my  suggestion  that 
you  buy  them  in  this  year's 
Feb.  3  issue  of  FORBES. 

Notwithstanding  all  the  carping  from  Wall  Street  and  the 
media,  these  two  are  not  embodiments  of  evil.  They  remain 
solid  companies  with  balance  sheets  that,  despite  steep  leverage, 
can  stand  up  to  significant  swings  in  interest  rates.  Now  is  a 
good  time  to  buy  these  stocks  while  the  companies  remain  out 
of  favor  in  the  press.  Fannie  trades  for  12  times  trailing  earn- 
ings. We  don't  have  the  final  word  on  Freddie's  recalculated 
earnings  over  the  past  year,  but  it's  trading  for  8  times  the  likely 
number.  The  earnings  will  go  higher. 

The  two  government-sponsored  entities  buy  mortgages 
from  lenders  and  |  ?  hese  into  securities— which  Freddie 

and  Fannie  guarante  Je  to  investors.  This  service  allows 

banks  to  make  mon  ige  loans  and  thus  boost  home 

ownership.  All  very  nobk  ding.  Their  legions  of  enemies, 

though,  have  long  been  ste;i         thai  Freddie's  and  Fannie's 
federal  ties  give  them  low,  ,  umd  0.4  of  a 

percentage  point)  than  Wall  .  ackagers.  The 

that  [     i  «-. 


Freddie  Mac  is  not 

the  villain  that  its 

enemies  portray,  its 

accounting  scandal 

is  way  overblown. 

Along  with  cousin 

Fannie  Mae,  it  is  a 

solid  company  with 

great  prospects. 


the  widespread  belief  that 
U.S.  Treasury  would  bail  Fnl 
die  and  Fannie  out  of  any  tr<| 
ble,  although  such  a  dire  s| 
nario  is  doubtful. 

No      question,      FredJ 
deserves  some  blame  for 
recent  financial  sleight  of  hal 
The     company's     preside! 
David  Glenn,  was  fired,  si 
two  other  top  officers  resignl 
Under  this  bunch  Freddie  ul 
at  least  four  highly  complex  accounting  and  derivatl 
schemes  to  artificially  lower  past  earnings.  While  earni: 
smoothing  has  been  carried  out  by  high-stature  compari 
like  IBM  and  Microsoft,  times  have  changed  and  the  practicj 
no  longer  tolerated. 

Let's  not  get  carried  away,  however.  Freddie  is  harl 
WorldCom  or  Global  Crossing,  where  the  earnings  fiction  wl 
the  other  way.  From  what  we  can  tell  (an  audit  by  Pricewal 
houseCoopers  is  almost  complete),  the  company's  net  wcl 
has  increased,  for  real,  from  $15  billion  in  2001  to  between  I 
billion  and  $29  billion  in  2002.  The  upshot  is  that  the  compj 
has  more  capital  than  before  and  thus  a  wider  margin  of  sail 
Baker  Botts,  the  law  firm  probing  Freddie's  operatic! 
makes  the  point  in  a  report  that  the  company's  fudging 
not  extend  to  risk  management.  Its  assets  and  liabilities  j 
well  balanced.  And  no  one  denies  that  Freddie  remains  led 
mately  profitable.  I  project  it  will  have  an  earnings  growth 
at  least  equal  to  and  probably  ahead  of  the  S&P  500's  gro'j 
over  time.  The  company  is  trading  at  about  one  times  correcl 
book  value.  The  average  financial  company,  which  does 
have  anywhere  near  Freddie's  growth,  trades  at  double  tl; 
Freddie's  price/earnings  ratio  is  half  the  norm,  too. 

In  reporting  their  earnings,  both  Freddie  and  Fannie  sul 
from  a  Financial  Accounting  Standards  Board  rule  tl 
requires  them  to  mark  derivatives  to  market.  One  of  the  mil 
reasons  the  two  companies  employ  derivatives  is  to  hedge 
value  of  their  mortgage  assets  against  the  risk  of  interest 
changes  on  their  debt.  But  the  offsetting  values  of  the  lol 
that  the  two  take  out  are  not  marked  to  market.  In  the  1 
House  of  Representatives,  figures,  including  Billy  Tau 
(R-La.)  and  Clifford  Stearns  (R-Fla.),  think  that  the  new  f] 
rule  does  more  harm  than  good. 

Regardless,  the  media  cloud  surrounding  these  two 
companies  has  obscured  their  many  virtues.  On  Wall  Streel  j 
call  that  a  prime  buying  opportunity. 


twosome   enjoy 
advantage  because  of 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contra, 
Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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This  computer  is  not  like 
the  others. 

This  one  is  different.  It  gives  you  wireless  that's  the  most 
secure*  It  lets  you  connect  easier  than  any  other  PC, 
either  with  wires  or  without.  It  has  Intel"  Centrino'"  Mobile 
Technology,  so  you  get  more  mobility.  And  it  can  even 
help  you  get  back  crucial  data  you've  somehow  lost.  Is 
there  a  computer  that's  different?  Yes.  This  computer. 

Thinkftd! 

Where  the  world's  most  innovative  people  choose  to  think. 
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ThinkPad  X31 
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ids  Microsoft  Wirtdovvsf  XP  Professional  for  Business. 

;.«:ei::P  -^  Hi1  '^Subsystem  (available  on  select  models*  with  industry-standard  wireless 
ei  ao'en  -;  j'.'eg'isjered  trademarte'of  International  Business  Machines  Corporation.  Intel.  Intel 
?!  $,:(•■£  -'■  3e  jtogV^' trademarks  or  registered  trademarks  ot  Intel  Corporation  or  its  subsidiaries 
-.  ■  -:.  ~,s$  3  e  trademarks  o!  their  respective  comDanies.  -  2003  IBM  Corp.  All  rights  reserved. 
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A  Rising  Sun,  Finally 


awaited  revival  is 


false  start.  Bad 


JAPANESE  BANK  SHARES  RALLIED  5%  IN  JULY  EVEN 
while  Japanese  bonds  were  collapsing,  despite  the  fact 
that  the  banks  are  massive  holders  of  their  govern- 
ment's securities.  The  reason  was  that  investors  world- 
wide realized  that  Japan's  horrendous  economic  tra- 
vails might  finally  be  coming  to  an  end.  They  are  right.  After  15 
years  of  one  of  history's  worst  bear  markets,  Japan  has  reached 
a  bottom. 

True,  we  have  seen  several  false  starts  in  the  long  nightmare 
of  the  Nikkei  decline,  particularly  in  1998-99.  So  why  is  it  dif- 
ferent this  time?  Why  is  this,  as  they  say  on  Wall  Street,  an 
inflection  point? 

The  answer:  We  are  see-  .  ,    . 

ing  a  beneficial  combination  J3pan  ! 

of  historically  cheap  valua- 
tions (which  investors  at  last 
want  to  exploit),  the  start  of 
an  industrial  upturn  and  the 
easing  of  the  ruinous  defla- 
tion that  has  made  buying 
something  today  a  foolish 
exercise  when  it  will  be 
cheaper  tomorrow.  ** 

The    clearest    evidence        bUSIHSSS  IS  reVIVIIIg 

that  a  turnaround  is  actually 

here  is  the  extraordinary  col-  add  the  StOCkS  are 

lapse  in  the  Japanese  bond  , 

market.  From  a  high  in  mid-  ^H  Cheap. 

June   to   mid-August,   the 
price  of  the  30-year  govern- 
ment bond  has  fallen  15%,  giving  up  an  astounding  14  years  of 
coupon  payments.  After  all,  who  wants  to  own  a  1.1%  coupon 
for  30  long  years  if  inflation  is  about  to  resume? 

Japan's  economic  outlook  has  improved  significandy.  The 
Bank  of  Japan's  recently  released  Tankan  survey  of  business 
prospects,  which  covers  10,000  Japanese  companies,  large  and 
small,  shows  a  meaningful  increase  in  capital  spending  plans  by 
large  corporations.  Businesses  are  not  going  to  spend  if  execu- 
tives think  they  can't  turn  a  decent  profit. 

While  the  recovery  is  uneven  to  date,  the  crucial  auto  and 
electronics  sectors  arc  showing  encouraging  results.  Prices  of 
semiconductors,  foi  instance,  are  climbing.  And  a  revival  in 
the  U.S.  economy  will  fi  id  in  Japan  a  willing  provider  of  high- 
end  goods. 

The  expected  end  of  i  i  i ppl ing  deflation  owes  a  lot  to 

the  situation  in  China,  vvhi  i  hlessly  imposed  downward 

price  pressure  globally,  wi  »iggest  impact  on  export- 

dependent  Japan.  China's  ru  '  rtifi  ally  cheap  cur- 

rency magnifies  their  advantage  ml.  are  now  realiz- 
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ing  that  they  can't  keep  this  b 
gar-thy-neighbor  game  goirr 
They  are  under  politi 
pressure   from  economic 
important  Hong  Kong  to  e 
the  deflation  that  has  hurt 
city  as  much  as  it  has  Japan, 
the  sixth  anniversary  of  Hcl 
Kong's  unification  with 
mainland,  a  half-million  peo 
protested  the  policies  that  h 
produced  the  tanking  of 
city's  property  prices.  Even  though  China  isn't  exacfly  a  dem 
racy,  the  rulership  has  to  pay  attention,  as  Soviet  leaders  learni 
The  end  of  deflation  is  migrating  from  China  to  Japan  i 
is  a  big  factor  in  Japan's  stock  market  recovery.  The  Nikkei 
surged  30%  since  late  April,  yet  has  much  further  to  go.  It's 
too  late  to  participate  in  this  rebound.  Many  of  the  count! 
stocks  remain  marvelous  bargains. 

Even  after  the  upward  move  the  Japanese  market  is  sellin 
its  lowest  valuation  in  14  years.  Sanford  Bernstein's  anal; 
shows  that  Japan's  equities  are  trading  at  7.1  times  cash  fl 
(here,  in  the  sense  of  net  income  plus  depreciation).  That  i 
contrast  to  the  U.S.  multiple  of  12.2. 

How  do  you  best  take  advantage  of  this  opportunit 
believe  investors  should  keep  things  as  simple  as  possible, 
easiest  and  most  cost-efficient  way  to  go  long  Japan  is  to  buy 
I  -  share,  the  MSCI  Japan  Index  Fund  (8,  EWJ),  which  tracks 
entire  Japanese  equity  market  as  measured  by  the  Morgan  St 
ley  Capital  International,  on  a  capitalization-weighted  ba 
The  I-share's  top  ten  holdings  account  for  25%  of  the  fund; 
two  largest  industry  sectors  are,  not  surprisingly,  electro 
hardware  and  automobiles. 

This  exchange-traded  fund  carries  an  expense  ratio  oi 
cents  for  each  $100  of  assets.  This  is  half  what  you  would  pay 
the  average  mutual  fund  specializing  in  Japan,  according 
Morningstar.  Since  we  may  find  a  brief  market  pullback  or 
as  Japan's  market  improves,  the  best  strategy  is  to  scale  i 
these  I-shares.  An  effective  approach  to  building  a  position  1 
would  be  to  dollar-cost  average.  This  way,  you  invest  the  s< 
dollar  amount  every  quarter  for  several  quarters,  ensuring  i 
you  buy  more  shares  when  prices  are  low  and  fewer  sh< 
when  prices  are  high. 

Many  professional  investors  are  underweighted  in  Ja 
and  will  be  net  buyers  until  they  reach  their  benchmark  weij 
ings.  Start  buying  now.  Once-in-a-lifetime  opportunities  cc 
only  once  in  a  lifetime. 


Forbes 


Lisa  W.  Hess  is  a  New  York  money  manager. 
Visit  her  home  page  at  www.forbes.com/hess. 
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.buse  of  our 
data  network,  we're  able 
to  give  children  back  almost  a  year 

of  their  ChildhOOdS." 
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Chris  Card,  ceo 

Hillsborough  Kids 


"I  started  as  a  caseworker.  You'd  take  a  kid  out  of  a  bad  home, 
everything  they  own  in  a  black  garbage  bag,  drive  them  someplace  new  and  strange.  Getting 
them  to  a  safe  and  permanent  home  would  take  years.  Cutting  that  time  in  half  depends  on  our 
ability  to  access  and  move  data  from  different  agencies  and  their  systems.  None  of  that  would 
happen  if  our  network  wasn't  reliable.  Our  data  solution  comes  from  Verizon.  What  it's  helped 
us  do,  really,  is  give  these  kids  back  almost  a  year  of  their  childhoods." 


How  can  Verizon  help  solve  your  date.  n<  -3ds? 
Visit  us  at  verizon.com/data 


veri7on 

Make  progress  every  day 


Double  Agent 


For  50  years  patients  have  been  waiting  for  a  better  blooc 

thinner.  AstraZeneca's  ingenious  drug  Exanta  could 

provide  relief,  byzina  moukheiber 


Exanta  creator  David  Gustaf  sson  and  research  colleague 

|  O  PREVENT  FATAL  OR  CRIPPLING  STROKES,  DOCTORS 
have  had  to  rely  for  half  a  century  on  a  finicky  blood- 
thinning  medicine  called  warfarin.  Heart  attack  sur- 
vivors have  to  wait  five  days  for  its  effects  to  kick  in. 
Too  big  a  dose  can  cause  excessive  bleeding  and  too  lit- 
tle does  nothing  to  avoid  the  risk  of  stroke.  The  list  of  drugs  that 
clash  with  warfarin  fills  a  page  in  the  Physician's  Desk  Reference, 
and  foods  such  as  broccoli,  brussels  sprouts  and  spinach  can 
n  its  effect.  "Warfarin  is  the  drug  the  medical  community 
o  hate,"  says  Eric  Topol,  chief  cardiologist  at  the  Cleveland 
Clinic.  !t  (  oei  i  help  warfarin's  image  that  the  chemical  is  also 
popularly  l  poison. 

So  it  is  with  it  anticipation  that  doctors  and  heart  patients 
await  Exanta,  whk  lay  be  the  first  new  anticoagulant  pill  to  hit 
the  market  in  laker,  AstraZeneca,  unveiled  promis- 

ing results  fron  i  a  fii  inal  -stage  trials  in  April.  Exanta  was 

as  effective  as  <  utting  the  risk  of  stroke  ami  caused 

14%  fewer  bleedinj  fhe  drug  can  be  given  in  a  uniform 

dose,  kicks  in  after  two  shows  little  interference  with 

other  drugs  or  foods.  Asl ra  to  Ble  for  approval  with 

the  Food  &  Drug  AdminiM.  irthisyear. 

Exanta  would  be  yet  anol  ir  AstraZeneca,  which 

needs  a  few  hits  since  losing  pal  ion  foi  its  blockbuster 
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enecas  Swedish  offices. 


heartburn  drug,  Prilosec.  Exanta  could  generate  $3  billion  a  yi 
by  2010,  according  to  Johannah  Walton,  an  analyst  at  LehnI 
Brothers. 

The  first  customers  would  be  the  1  million  Americans  75  y< 
or  older  at  risk  of  developing  a  stroke  because  of  a  condition  ca 
atrial  fibrillation,  in  which  a  part  of  the  heart  quivers  with  a  chai 
rhythm.  Almost  all  of  these  folks  should  be  on  anticoagulants, 
half  cannot  take  warfarin,  often  because  they're  on  conflict 
medications  such  as  anti-inrlammatories  or  antibiotics,  says 
bert  Waldo,  a  cardiologist  at  Case  Western  Reserve  and  an  adv 
on  Exanta.  AstraZeneca  is  also  testing  the  drug  for  deep  \ 
thrombosis  and  pulmonary  embolisms. 

In  trials  on  3,922  patients  comparing  Exanta  with  warfa 
doctors  are  watching  closely  to  see  if  the  new  drug  damages 
liver;  it  appears  that  6.5%  of  patients  show  liver  enzyme  le 
three  times  the  norm.  Insurers  will  scrutinize  the  results  carefi 
too,  to  make  sure  that  Exanta's  advantages  warrant  an  estim. 
$3-per-day  cost,  compared  with  less  than  a  buck  for  warfarin 

A  successful  result  would  solve  a  chemical  conundrum  i 
stumped  the  industry  for  the  better  part  of  50  years.  It  ti 
Exanta's  Swedish  creator,  David  Gustafsson,  and  his  team  o 
researchers  three  tries  and  1 1  years  to  finally  deliver. 

Coagulation  is  the  result  of  a  complex  chain  reaction  inv 


i 

I 


some  20  proteins  or  clotting  factors  set  in  motion  by 
round  or  a  chaotic  heartbeat.  At  the  end  of  this  cas- 

e  sits  the  enzyme  thrombin,  which  binds  to  another 
rtein,  fibrinogen,  transforming  it  into  fibrin,  a  mol- 
de  spun  like  a  web  that  ensnares  blood  cells  to  form 
lot.  Coagulation  is  all  well  and  good  when  your  nose 
^ds  to  stop  bleeding,  but  when  a  thick  clump  of  blood 
errupts  blood  flow  to  the  brain,  you've  got  a  stroke. 

Warfarin,  first  sold  by  Endo  Pharmaceuticals  in 
>4  under  the  Coumadin  brand,  works  by  blocking 
amin  K,  which  precedes  thrombin  in  the  clotting 
pcade.  In  the  1960s  scientists  began  searching  for  an 
al  drug  that  would,  by  homing  in  on  thrombin 
df,  be  less  likely  to  cause  side  effects.  But  the  search 
nt  nowhere.  Thrombin  thrives  in  the  water- friendly 
k)dstream,  and  a  pill  that  blocks  it  would  first  have 
survive  the  fatty  environs  of  the  gut. 

In  1985  Gustafsson,  then  a  medical  physiologist  at  Astra's  labs 
Molndal,  Sweden,  set  out  to  find  a  drug  that  would  target  throm- 
L  He  started  with  a  double-amino-acid  compound  that,  in  test 
jes,  was  known  to  gum  up  thrombin's  ability  to  mesh  with  fib- 
logen.  Astra  began  tinkering  with  it,  using  a  3-D  image  of  throm- 
l  produced  in  1989  by  the  Max  Planck  Institute  in  Germany. 

Two  years  later  Gustafsson  had  the  first  version  of  Exanta 
idy  to  test  in  humans.  When  injected  directly  into  the  blood- 


Exanta  (white) 
was  painstakingly 
designed  to 
embed  itself  in 
the  body's 
thrombin  enzyme, 
blocking  thrombin 
from  binding 
to  another 
molecule  to  form 
a  blood  clot. 


stream  it  did  prevent  clotting,  but  taken  orally  it  was  a 
complete  failure.  The  drug,  it  turned  out,  was  attract- 
ing water  molecules  in  the  stomach,  impeding  its  abil- 
ity to  pass  through  the  gastrointestinal  membrane.  For 
two  more  years  the  water/fat  conflict  would  be  too 
great  to  overcome.  "I  wanted  to  quit  because  I  was  so 
depressed,"  says  Gustafsson. 

Then,  at  a  New  York  conference  in  1993,  one  of  the 
presenters  discussed  how  a  drug  could  journey 
through  fat  and  water  as  a  chemical  Trojan  horse 
known  as  a  pro-drug.  Pro-drugs  are  inactive  precur- 
sors to  drugs,  converted  to  active  form  by  the  body's 
metabolic  processes.  They're  chemically  challenging  to 
produce  and  hit  the  market  infrequendy  (one  exam- 
ple is  Vasotec,  used  to  treat  hypertension).  Gustafsson 
hurried  back  to  Molndal.  "We  dared  to  believe  that  we 
could  develop  this  complicated  drug,"  he  says. 

By  1995  he  still  had  nothing  to  show,  and  Astra's  manage- 
ment was  pressuring  him  to  stop.  Then  the  pro-drug  path  began 
heading  somewhere.  He  attached  to  the  water- friendly  drug  an 
outer  layer  of  fat-friendly  hydroxyls  and  esters  after  trying  hun- 
dreds of  combinations  to  find  the  right  one.  The  transformed 
drug  crossed  through  the  gut  of  rats,  lost  its  cloak  in  the  process, 
and  soon  after,  bonded  to  thrombin  out  in  the  bloodstream. 
Exanta  was  born.  F 
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DOES  THIS 
AD  WORK? 

We  know.  So  can  you. 


^S-^^)  Finally  know  which 
k^T  ad  dollars  you  are 
^^™      wasting. 

Our  patented  Customer  Capture" 
solution  delivers  vital  intelligence 
about  ever)'  prospect  who  calls 
your  business  including  calls  you 
may   have   missed.    You'll   know 


*  w  Who's  Calling  would 
be  a  bargain  at 
three  times  the  price. 
We  hove  saved 
thousands  per  month 
in  advertising  alone.  %  * 
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who  called,  why  they  called,  and 
how  they  found  you. 
Call  1-866-541-3000  today  and 
find  out  why  it  pays   to  know 
Who's  Calling. 
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Or  could  you  be  looking  at  the 
opportunity  of  a  lifetime! 
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/f  fates  courage  to  ignore  the  noise  of  a  stock  market  that  moves  wildly  up  or  down  as  it  reacts  to  each  day's  news.  But,  look  over  the 
horizon  and  what  you  could  be  seeing  is  the  investment  opportunity  of  a  lifetime!  We  urge  you  to  ignore  the  headlines  and  look  at  the 

No  one  knows  how  long  it  will  take  for  the  geopolitical  uncertainties  facing  us  to  be  lifted.  But  experienced  investors  take  it  all  in  stride. 
The  fact  is  that  the  U.S.  economy  is  much  stronger  than  the  purveyors  of  gloom  and  doom  would  have  you  believe.  The  quality  of  earnin 
now  being  reported  has  improved  dramatically  and  real  profit  margins  are  rising.  The  advance  GDP  estimate  for  the  second  quarter  of  21 
was  a  much  better-than-expected  2.4%. 

While  this  is  certainly  not  a  worry-free  investment  environment,  corporate  spending  is  showing  signs  of  picking  up.  The  stock  market's  J 
performance  in  recent  weeks  is  a  reflection  of  the  growing  confidence  that  the  market  will  again  reflect  the  underlying  power  of  the  econi 


What  should  you  be  doing  now?  Forget  hot  tips  and  hunches! 
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The  $8  Million  Fish 

All  over  the  U.S.  sportsmen  are  stalking  a  fish  with  a  Saddam-size  bounty  on  its  gills. 

BY  MONTE  BURKE 


H^    OBERT  J.  CRUPI,  50,  IS  A  TACI- 

^m    turn  Los  Angeles  motorcycle 

l^k     cop  with  burly,  tattooed  arms 

L  ^^.and  a  torso  shaped  like  a  cask. 

a  body  built  for  taking  pain.  Sitting 

his  bass  boat  on  the  lagoon  portion  of 

staic  Lake,  a  reservoir  in  a  desert  some 

minutes  north  of  L.A.,  Crupi  bakes 

der  a  merciless  southern  California 

1  from  6  a.m.  until  5  p.m.  He's  trying 

book  an  $8  million  fish. 

"If  I  know  there's  a  trophy  here,  I  can 

forever,"  he  says,  motioning  to  a  small 


bucket  that  serves  as  a  Port-O-John.  He 
lobs  a  live  crawdad  impaled  on  a  silver 
hook  into  a  spot  of  water  15  feet  in  front 
of  the  boat.  Then,  fingering  the  line,  he 
waits,  with  a  monk's  tireless  patience  and 
the  concentration  of  a  chess  player.  He's 
sometimes  gone  days  without  getting  so 
much  as  a  bite,  even  as  5-pound  bass — 
considered  trophies  in  most  places — 
breach  the  water  all  around  his  boat.  He 
knows  his  prey  is  down  there — he's  seen 
it! — a  fish  big  enough  to  beat  the  71 -year- 
old  record  for  largemouth  bass. 


No  bounty  hunter  has  come  closer  to 
catching  it  than  Crupi.  On  this  same  lake, 
12  years  ago,  on  a  bluebonnet  morning  in 
March,  he  tossed  out  a  crawdad  and  hauled 
back  a  22-pound,  Ve-ounce  fish.  Had  the 
bass  eaten  just  one  more  bite  of  breakfast,  it 
would  have  brought  instant  fame  and 
riches  to  a  man  whose  day  job  is  arresting 
prostitutes  and  drug  dealers  in  the  San 
Fernando  Valley.  Still,  getting  the  second- 
biggest  bass  has  cemented  Crupi's  reputa- 
tion as  the  best  bass  angler  alive.  (He's  also 
caught  the  sixth-largest.)  "It  gives  me  a  high 


FORBES-   September  1,2003      137 


FORBES  LIFE     OBSESSION 


I 


to  catch  big  bass,"  he  says.  "It  comes  from 
doing  something  that's  not  average." 

Trout  and  salmon  may  inhabit  the 
dreams  (and  literature)  of  the  upper 
classes,  but  the  pugnacious,  voracious 
bigmouth  bass  is  everyman's  fish,  found 
in  every  state  save  Alaska.  The  U.S.  Fish  & 
Wildlife  Service  says  that  there  are  1 1  mil- 
lion frequent  bass  anglers  in  this  country. 
The  nation's  two  biggest  bass  tournament 
organizations  have  a  combined  77,000 
contestants  and  $26  million  in  purse 
money.  "The  bass  is  the  most  important 
animal  on  the  planet,  in  terms  of  our 
recreational  relationship  with  nature," 
says  Douglas  Hannon,  an  author  and  sci- 
entist in  Odessa,  Fla.,  known  colloquially 
as  the  Bass  Professor. 

Blame  it  on  George  Washington  Perry, 
a  slight  20-year-old  farmer  from  McRae, 
Ga.,  who  on  June  2,  1932  decided  it  was 
too  wet  to  plow  his  field  and  went  fishing 
for  dinner  instead.  On  Montgomery  Lake, 
an  oxbow  of  the  Ocmulgee  River  near 
Helena,  Perry  threw  out  a  wooden  plug 
called  the  Creek  Chub  Wiggle  Fish  and 
reeled  in  22  pounds  and  4  ounces  of  fish- 
ing immortality.  After  weighing  the  bass  at 
a  post  office,  he  took  it  home  and  fed  his 
family  of  six  on  it  for  two  days.  The  catch 
won  him  $75  worth  of  hunting  and  fish- 
ing gear  from  a  Field  &  Stream  contest — 
yet  no  picture  of  the  fish  exists,  nor  is  the 


make  Marlon  Brando  flinch. 

Though  biologists  say  California  is 
the  most  likely  spot  to  produce  a  new 
world-record  fish,  big  bass  have  been 
reported  in  Mexico,  Cuba  and  even 
Japan.  Other  states  have  joined  in  the 
race.  Texas  has  a  program  called  "Opera- 
tion World  Record,"  breeding  big  bass  at 
an  $18  million  hatchery  in  Athens. 
Florida  and  Louisiana  have  similar  pro- 
grams. "We  want  to  produce  the  world 
record,"  says  Allen  Forshage,  the  director 


est  reward  ever  offered  for  man  or  beasi 
says  the  Bass  Professor. 

The  money  and  fame  have  inspire 
hoaxes — a  2.5-pound  diving  weight  w; 
found  in  a  big  bass  in  California — b 
have  also  inspired  a  new  band  of  knig 
to  go  in  search  of  angling's  holy  gra 
They  are  men  like  Edward  Guyette, 
auto  parts  salesman  in  Ojai,  who  re 
giously  fishes  California's  Lake  Casit 
with  12-inch  rubber  rainbow  trout  imi 
tions.  Or  Marc  Mitrany,  a  guide  on  til 
same  lake,  whose  business  cai 
proclaims  "In  Hot  Pursuit  of  tl 
World  Record  Largemou 
Bass."  Or  Jed  E.  Dickerson, 
casino  gaming  manager  fro 
Carlsbad  who  landed  til 
fourth-largest  bass  in  May  c 
Lake  Dixon,  a  reservoir  on  tl 
outskirts  of  San  Diego. 

Porter  Hall,  an  Alabamu 
who  has  spent  his  life  on  tl 
quest,  is  building  a  25-acre  la 
in  Mississippi,  in  which  he  pla 
to  grow  the  next  world  recor-j  jj. 
holder.   "It's  a  collection 
unusual  personalities  after  th 
fish,"  says  Hall.  But  big-fil  II  pn 
mania    isn't   just    about    tl  i 
money.  "I  guess  it's  somethii 
about  the  rarity  of  the  fish,  th 
you're  just  out  there  for  yea 


He  took  the  secrets  with  him  TO  THE  GRAVE. 


make  of  the  rod  and  reel  known.  When 
Perry  died  in  a  plane  crash  in  1974,  he 
took  the  secrets  of  his  mysterious  monster 
with  him  to  the  grave. 

No  one  came  close  to  matching  the 
record  until  the  late  1980s,  when  super- 
size  bass  started  showing  up  on  fishhooks 
in  California.  They  were  the  descendants 
of  a  Florida  strain  transplanted  to  the 
Golden  State's  reservoirs  in  1959,  a  tin- 
kering with  nature  that  filled  "a  perfect, 
though  man-made,  niche,"  explains 
Chris  G.  Shaffer,  author  of  7  e  Definitive 
Guide  to  Fishing  in  Southern  California. 
The  bass  took  well  to  the  deep  reservoirs 
and  gorged  themselves  on  rainbow  trout, 
planted  by  the  state  for  recreational  pur- 
poses. Within  25  years  the  bass  were 
growing  bellies  prodigious  enough  to 
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of  Texas'  freshwater  fisheries.  "It  will  have 
a  huge  impact  on  the  Texas  economy." 

It  will  also  have  a  huge  impact  on  the 
lucky  angler's  wallet — $8  million  to  be 
exact — provided  he  or  she  is  a  member  of 
the  Big  Bass  Record  Club,  the  brainchild  of 
two  Tampa  businessmen,  Mickey  D. 
Owens  and  William  Currie  III.  For  $20  a 
year  anglers  can  sign  up  to  win  the  cash 
with  their  catch,  verified  by  their  handing 
the  fish  over  to  the  club,  passing  a  poly- 
graph test  and  gaining  certification  from 
the  International  Game  Fish  Association. 
The  club  has  bought  an  insurance  policy 
from  American  International  Group  to 
cover  the  prize  money.  There's  also  the  en- 
ment  money  that's  sure  to  flow  in 
I  ackle  companies.  "Except  for  Sad- 
■■:'m  and  his  ilk,  this  is  the  high- 


and  all  of  a  sudden — bang! — there's  tl 
thing  you've  been  trying  to  find,"  he  sa; 
For  Crupi,  catching  the  world's  secon 
biggest  bass  has  proved  a  mixed  blessir 
He  got  no  prize  money,  but  he's  manag 
to  sell  hats,  T  shirts  and  other  souveni 
Anglers  have  spied  on  him  through  bine 
ulars,  trying  to  deduce  his  methods.  Riv; 
have  accused  him  of  fishing  with  two  po 
and  of  using  live  trout  for  bait  (both  fc 
bidden).  "My  window  of  opportuni 
might  have  passed,"  he  sighs.  More  like 
he's  yanking  competitors'  lines.  This,  af 
all,  is  tlie  man  who  once  installed  a  400-g 
Ion  tank  in  his  garage,  so  he  could  bet 
study  bass  behavior.  And  Crupi  may  ha 
been  born  to  break  the  record.  His  birt 
day?  It's  June  2 — the  same  day  Perry  cauj 
that  fabled  fish. 
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Special  Advertising  Section 


Distance  Learning  Directory 


Customer  service  is 
iwhat  makes  us  unique. 

•  100%  online  learning;  no  campus  residency 

or  on-site  requirements 

•  flexible  start  and  end  dates 

•  one-on-one  faculty  mentoring  and  guidance 

•  master's  and  Ph.D.  degrees  in  business  and  psychology 


Northcentral 
University  ' 


7*6 


www.ncu.edu/online 

Accredited  by  Trie  Higher  Learning  Commission 
and  a  member  of  the  North  Central  Association  of  Colleges  and  Schools 


USDLrX      I  ne    United    States    Distance    Learning 

Association  (USDLA)  formed  in  1987  and 

located   in    Boston,    Massachusetts   is   the 

ion  s   leading  distance   learning  association   that   serves   the 

ids  ol  the  distance  learning  community'  by  providing  advoca- 

inrormation,   networking  and  opportunity.     The   USDLA 

demarked  logo  is  the  recognized  world  wide  symbol  of  dedi- 

ed  professionals  committed  to  the  distance  learning  industry. 

r  more  information  visit  www.usdla.org  or  call  800.275.5162. 

Additional  Distance  Learning  Programs 

int  Mary-of-the- Woods  College 

II  Free:  800-926-SMWC  Fax:  812-535-5010 

mail:  wedadms@smwc.edu  Website:  www.smwc.edu 


[Upcoming  Forbes 
Education  Directories 
September  29  -  College  Choice 
October  6  -  Executive  Education 
October  27  -  Continuing  Education/ 
Extended  Learning 

For  details  and  to  advertise,  please  call 

(212)  509-3480  or  e-mail 

forbes@mongoosemedia.com 


UMassOnline  stands  the  test  of  time 

UMassOnline  delivers  accredited 
University  of  Massachusetts  degrees, 
certificates  and  courses  in  a  convenient 
Web-based  learning  environment. 

■  Pursue  your  education 
anywhere,  anytime 

■  Choose  from  35  online  programs 

■  Learn  from  UMass'  world-class 
faculty 

Enroll  now! 

www.UMassOnline.net 

|              ■M 

'  ^T         a     '              W      aV  i 

R^  UMassOnline 

Y*:    mm    Univertity  o/Musachusetn 

UMASS                                  Mnnlll    h'utU  ■  Worcatu 

www.  capitol-college.  edu 


I.T.  Professionals  -  Earn  Your  Master's  Degree  Online  with 

CAPITOL  COLLEGE 


M.S.  Degrees  Available  in: 


warn 


•  Network  Security 
•  Computer  Science 

•  Electrical  Engineering 

•  Information  Architecture 

•  Information  & 

Telecommunications 

Systems  Management 

•  M.BA.  coming  Fall  2003 

•  Real  time  Evening  Courses 
•  Live  Audio  Lectures  &  Student  Interface 
Fully  Accredited       (888)  522-7486  x3026 


Earn  Your  MBA  On-Line... 

from  one  of  the  top  programs  in  the  nation 
without  ever  setting  foot  on  campus! 

Ranked  in  the  Top  26  Distance  MBA  programs  by 
U.S.  News  &  World  Report  (A ACS B  Int'l  accredited) 
7  areas  of  emphasis  including  Project  Manage- 
ment and  Health  Care  Administration 
Ph.D.  qualified  faculty  with  extensive  business 
experience 

Website:  http://business.uccs.edu 

Phone:  719-262-3408  or  1  -800-990-8227  x  3408 

Email:  busadvsr@uccs.edu. 

Graduate  School  of  Business  Administration 

University  of  Colorado  at  Colorado  Springs 

We  Are  Where  You  Are  ™ 


For  more  inloi  manor 


i   i-t 


Retirement  Communities 


Special  Advertising  Sect 


Retirement  &  CareeJ 


Retirement  Communities 


(We  couldn't  wait  another  minute 

to  start  living  like  this." 


-Virginia  &  Roger  Fong, 
Oel  Webb  residents  since  2002 


HERITAGE 


OAKS 


rORGETOWN,        TEXAS 
An  Active  Adult,  Age-Restricted  Community 


| 

111 


M 


Opens  mid-2003 


we  listened.  Spend  vonr  day 
on  the  liiking  trails,  at  the 


nary  "retirement"    a  slogan.  Jimmy  Jacobs'  newest  retiremi 
nt  you  wanted  -    community  continues  a  tradition  ol  el  g  i 
and  uncompromising    ' 
I    quality  tailored  tea  ai 


TI JVIIVTY  adult  tastes.  Contaci  u| 

I  y^^^tf^Tt^^     Jgeron@jacobshomes.| 
«J  („«,„.„  //„„.„«  ^     01  800-550-1945  for  l: 


ping  in  town,  or  visiting  I  ^XC^C  ,H5^k     Jgeron@jacobshomes.l 

nearby  Austin.  Meet  With  «J  Custom  Homes              "'  800-550-1945  foi  I'; 

ourarchitecturalclesignei  A  Design/B niid  Company        Plai,s  lot  availability  j 

—  to  US„"custom"  isn't  just  ^                                                ^  and  pricing;. 

800-550-1945  •  512  930-4005  •  www.jacobshomes.cotj 


The  waiting  is  the  hardest  part.  Waiting  to  live  the 
kind  of  life  you've  dreamed  of.  Waiting  to  experience 
for  yourself  the  lifestyle  Del  Webtf  communities  have 
made  famous.  Peaceful  landscapes.  World-class 
amenities.  Pursuing  your  passions.  Forging  new 
friendships.  They  are  the  kinds  of  places  family  -  even 
grandchildren  -  love  to  visit.  If  you're  55  or  better, 
why  wait?  Start  planning  your  future  today  with  our 
free  Lifestyle  Advisor  at  www.delwebb.com/discover, 
or  call  1-888-526-9760. 


From  resort-style  communities  to  more  intimate  living, 
in  AZ,  CA,  FL,  IL,  MA,  MD,  NJ,  NV,  SC,  TX,  VA. 


Career  Opportunities 


ill  usat  1-888-526-9760  or  visit 
www.delwebb.com/discover  today! 


aA 


Del  Webb  Corporation  6001  Nor*  24th  St..  Phoeni) 
55  years  of  aye  or  better  ami  i 
fees  for  golf  required  Some  g 
of-state  communities  to  CT,  N).  MA.  or  NY  residen;    N 
■  ■•I  terms  for  the  homeowners'  tSSOClatiOC 

Ity  in  MA,  M0,  NJ  or  VA  Wai 
vd.  examined  or  qualified 


rtusl  be 
or  Not 


■I 


We're  looking  for  dedicated 
partners  who  share  our  vision. 

MasterCard.  Focused  on  your  future.  If  you  have 
talent  that  separates  you  from  the  crowd,  there's  a  rewarding 
future  waiting  for  you  at  MasterCard  International  -  a  global 
payments  leader  with  one  of  the  most 
recognized  brand  names  in  the  world. 

Consulting  Services  •   Finance 
Information  Technology 

Bring  your  spirit  and  drive  to  MasterCard. 
Visit  us  online  for  more  information. 


www.mastercardintl.com 


MasterCard 
International 


Additional  Career  Opportunities:  I       nan  Genome  Sciences  www.hgsi.com/jobs  Tel:  (301)  309-850' 


farbeS  DisplayClassified 


Advertisement 


Investments 


Real  Estate  Auction 


I  RAISING  ALPACAS  = 

World's  Finest  Livestock  Investment 
can  return 

50%  -  75%  annualy! 

Raising  Alpacas  for  foundation  breeding 
stock  and  fleece  is  a  sound,  renewable, 
long  term  multi-million  dollar  business  that 
can  return  huge  profit  for  many  years. 

Average  yearly  income 

per  adult  female  510,000 

Productive  Years  1 5-20  years 

Yearly  Feed  and  Maintenance  less  than  $200 

Labor  per  day  (herd  of  ten)  30  mm 

Simple  Shelter  &  lour  toot  woven  wire  fencing 
Clean,  Gentle,  and  easy  to  raise 
Huge  Growing  Oemand  Nationwide 
Limited  Growth  Protects  Business. 
Great  Tax  Benefits  and  Ulestyle 

'HemlockjBrookJJarm 

William  or  Kcnd.i  Stem 
Wolf  Rim  Rd  -Cuba.  NY  14727 
Tel.  716-372-xy6x  •  www  hemlockbrookalpacas.com 


Investments 


Business  Financing 


al  Estate  Secured  Investments 
tential  Returns  Up  to  15.9% 

stForClosures  Financial  has  created 
the  Investor  Disclosure  Process 
it.  Pen)  Investors  monitor  the  use  of 
their  funds  live  over  the  internet. 
InvestorTainment®  We  use  investor 
ids  to  purchase  distressed  property 
nationwide.  The  properties  are 
bilitated  and  sold  for  a  profit-Simple! 
ted  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-289-0269 
CEO  847-341-4325 
/ebsite  www.investforclosures.com 
•mail  info@investforclosures.com 


BANK  SAYS  "NO"? 

Well  pay  you  cash  for  your 
company's  receivables  within  24 
hours.  Approvals  by  phone. 
Personalized  service.  No  upfront 
fees.  No  collateral  required. 
Call  today  to  CASH  $50,000 
minimum  to  $2,500,000. 
It's  more  affordable  than 
you  think. 

Mr.  Weil  800  -499-61 79  • 
or  888-505-7332  for 
recorded  information. 


For  information  an 
rates  on  advertising 
in  the  next  Forbes 
play  Classified  Sec 

Call  Media  Optio 
1-800-442-6441 

E-mail:  mediopt@aol.com 


18.69  ACRE  PRIME 

COMMERCIAL  LAND 

130  FT.  ON  441 

PARKWAY  IN  THE 

HEART  OE  PIGEON 

FORGE,  'IN. 

FROM  THE  LAI  E 
Z  HI  DA  ESTATE 

IN  ONE  LARGE  TRACT  •  FORMERLY  OPERATED  AS  300  SITE  SMOKIES  CAMPGROUND 

•  UUOINS  SMOKY  MTN.CONVENTION  CENTER, 

PONDEROSA  SI EAKHOUSK,  NEAR  KKISPY  KREME  &  CRACKER  BARREL  RESTAURANT #1 

GREAT  VISIBILITY  &  SEVERAL  LARGE  BILLBOARDS  ON  PROPERTY.  ZONED  C-2:  IDEAL 

FOR  LARGE  COMMERCIAL  DEVELOPMENTS  OF  ALL  KINDS. 

II  US  IS  AC  OUR1  ORDERED  AUCTION:  FINAL  BIDS  WILL  BE  SUBJECT  TO 

COURT  APPROVA1  VI I  HIN  API'ROX.  30  DAYS  FROM  AUCTION. 


SATURDAY.  SKPT.  13th,  10:30  A.M.  &  12:00  P.M 


SALE  *1:  1  ACRE  COMMERC1AI 
CORNER  LOT  AT  TRAFFIC  UGH  I  ON 

PARKWAY  441 

ON  RIGHT  SIDE  GOING  TOWARD 

PIGEON  FORGE,  IN.  ACROSS  FROM  FLAP- 

IACKS  PANCAKE  CABIN  ANDWEIGEI  'S 

3?')  FT.  TOTAL  ROAD  FRONTAGE, 

ZONED  C-4.  FORMER  BP  SERVICE  STATION 

WITH  UPDATED FUE1   IANKS 

PROPERTY  GOOD  FOR  MANY  USES. 

MUSTQUUm  FOR  Ml  SALES  AND  10*  BUYERS 


SALE  #2:  1 1±  ACRES  IN  9  TRACTS 

w/18  2-BR  UNIT  AFT.  COMPLEX 

ON  WEST  MAIN  ST,  CITY  OF  SEVIERV1LLE, 

TN,500i  II  FRONTAGE  HOT  441 

WESTSID1  VILLAGE  IOWNHOMIS 

ZONED  R-2  ALLOWS  PUDS.  APIS.  ETC 

WATER  &  SEWER,  PLENTY  OE  ROOM 

FOR  MORE  DEVELOPMENT, 
MOSTLY  LEVEL,  READY  TO  BUILD  ON. 

I'KI.MHIM  Will  Bl  ADM.DTO  BACH  SUCCESSFUL  BID 


N  865)453-1600. 
Scoil  I-  McCaner.CAl 


Toll  Fret: 

1-877-282-8467 

Real  Est  Lie  #214075 

Auction  License  #335 

•mail: 

www.McCarterAuction.com  mccarterauctloriimindspring.com 


Newsletter,  vi 


Forbes  Guru  Picks 


10  Stocks 
for  the  Summer  of  2003 

Forbes  Newsletters  just  issued  a  new  BUY 
LIST  containing  the  TOP  recommendations 
of  10  of  our  best  performing  gurus.  For  a 
limited  time  this  Special  Report  is  available 
without  charge  when  you  sign  up  for  Forbes 
FREE  Investment  Guru  Email. 

Sign  up  today  at  www.forbes.com/guru 


Health/Back  Pain 


BACK  PAIN? 


There  is 
an  answer1. 

Send  for  FREE  information 

on  NEW, guaranteed 

seat  and  back  supports 

.   \designed  by  a  leading 

W  back  pain  specialist. 

Posture  Education 

15Parkway,Kntonah,NY10536 
www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


- 


Forbes 

Subscriber  Service 

To  order,  change  address 

or  other  customer  service, 

call  1-800-888-9896 


FOrbeS  DisplayClassified 


Luxury  Resort  Mansions 


rchas 


Two  new  resort  golf  course  mansions  are  available 
for  one  month,  deeded  interests. 

Call  or  fax  for  details 

480-585-7500 

(Fax)  602-667-0299 

Resort  Mansions 

Visit  Us  at:  www.Resortmansions.com 

77ii,s  is  not  an  offer  to  sell  nor  a  Solicitation  of  an  offer  to  buy  to  residents  of  any  state  in 
which  registration  requirements  have  not  been  fulfilled.    Void  where  prohibited 


>  '■ 
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Forinf 
!j    rates  on  advertising 

in  the  next  Forbes 
Display  Classified  Section 

Call  Media  Oplio 


B:{>  •F'rw.Tf' 


E-mail:  mediopt@aol. 


Charge  your  ad 
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e-mcorporate 


T  Mil 


•  Incorporate  in  Delaware 

•  U.S.  bank  accounts  opened 

•  Legal  Delaware  address 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

800.423.2993 


Exclusive  Zip  Code  Territory 


Earn  up  to  $25,000  or  more  per  month! 

Become  part  of  a  nationwide  company  that 

owns  22  business  divisions  offering  something 

for  every  consumer  and  business.  You  will  earn 

money  on  all  sales  activity  within  your  exclusive 

zip  code  and  benefit  from  nationwide 

advertising.  Free  information  call 

(800)  380-0503  ext.4 


www.internetatagent.com 


Immediate  Return 

Principals  of  existing  Mortage  Co.  currently 
closing  more  than  $6MM  per  month  seeks 
investor  to  invest  $1,500,000  to  purchase  an 
existing  licensed  Mortage  Bank.  Investor  will 
have  equity  in  the  company  and  a  starting 
annual  payout  of  $250,000.  Limited  opportunit 
to  participate  in  a  fast  growing  company. 
Serious  inquiries  only. 
Call  212-330-8614  fax  516-512-6362 
Email  to  nybankman@yahoo.com 


$250,000  Profit 

First  year  in  business 

if  you  are  a  serious  person  who  wants 

to  make  serious  money. 

We  have  the  program  for  you. 

Investment  only  $14,900 

Call  1-800-675-6144 
You  Will  Make  Money 


Locate  Foreclosures! 

Earn  Big  Profits! 

Complete  Training! 

Call  for  Free  Information: 

800-995-0049  ext.  7675 


INVESTORS  WANTED 


41%  Annualized  Returns 
Profits  Paid  Monthly 


Free  lnfo-800-705-4423 


Forbes 

Subscriber  Service 

To  order,  change  address 

or  other  customer  service, 

call  1-800-888-9896 


NEGOTIATION  SPECIALISTS 

We  speak  all  foreign  languages.       \  w 
Claims  processing.  Corporate       #1U' 
transactions.  We  do  all  deals. 
Cut  company  costs  by  selecting  us. 
We  get  you  what  you  want.  Even'  time' 

1  -866-DE AL-DONE  (1  -866-332-5366  [ 

Web:  www.negotiationsuperstars.com 
e-mail:  sales@negotiationsuperstars.com    ' 


Vineyard 


SANTA  BARBARA  WINE 
COUNTRY,  CALIFORNIA 

93  ac  Vineyard  Estate  land  with  58  ac  of  I 

varieties  of  premium  grapes,  numerous  i 

home  sites,  borders  golf  course,  future 

Napa  Valley  for  Southern  California 

130  miles  north  of  L.A.  $4,200,000 

Santa  Ynez  Valley  Real  Estate  Co. 

800-959-5717 

www.santaynezvalley.com 


Financial  Services 


Finally 

SMOKERS 

SAVE  up  to  70% 

On  TERM  LIFE  Insurance 

Call  InsuranceQuote  Services 

1-800-972-1104 

For  GUARANTEED  LOWEST| 

PRICES 

In  the  USA 


III  nil 


Consumer  Security 


Sherlock,  The  Anti-Theft 
Garment  Hanger 

"Portable  Locking  Hanger" 

Everyday  Security 

•At  work  »At  Home  «At  Play 

or  Traveling. 

Don't  Be  An  Easy  Target 

1-877-340-7500 

www.sherlocksecurityhangers.coi 


CI 


Credit 


0%  Pre-Approved  Creditl 


Consumers  and  business 

owners. ..recieve  a  0%  pre-approvedl 

charge  account!  No  Hidden  Fees!  Ncl 

Gimmicks!  Send  No  Money!  Choose  I 

from  a  variety  of  products  &  services  J 

all  occasions.  To  open  your  account  c  f 

(866)  276-2643 


www.internetatcredit.com  I 


Art  Work 


www.uniquegiftsintl.con 

*. 


Advertisement 


ARE  DALI  PRINTS 

<>u  mm,  or  are  considering  the  purchase 

of  a  Salvador  Dull  print... 

r  exclusive  catalog  features  rup- 
tures of  more  than  500  signed  limited 
bon  Salvador  Dab  pnnts  Each  pnnt  is  fully 
rumented  bv  Albert  Field,  curator  of  the 
vador  Dali  Archive-,  and  guaranteed 
beittk.  The  catalog.    Salvador  Dali.  A 
trospective  of  Master  Prints    is  a  must 
anvone  interested  in  works  signed  bv 
i.  Call  now  and  we  will  rush  vou  a  free 
£ v  ot    The  SalvadorDali  Collector  s 
ter    (SI?  per  issue) 


l-(800)   275-3254 

ask  Tor  Dipt.  KM 

hup    wihlisdhlji'Ml'l  \X  HO  154  .'<no 
Brjiul  •  ■  »v  I'juI'«.  Puhttfcj  I  \  VSTi 


^Rent  A  Greek 

iruising  Palace 


Timeshare 


Mailing  Lists 


IMESHARES     I  Sales  Leads  &  Mailing  Lists 


1) 


off  retail1 


,  BEST  RESORTS. 
PRICES  4  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  (800)  704-0307 


OLIDAYGROUP.com 


14  Million  Businesses  •  Select  by  geography,  sales  volume, 
Ousmess  type  contact  name  credit  rating,  and  more 

250  Million  Consumers,  ■  Select  by  age,  income,  home  value, 
buying  behavior,  geography,  and  more 

Customer  Analyzer  &  Prosoect  Builder  -  Analyze  your  current 
customers  4  find  prospects  that  match  Frge.  analysis  &  25  Free 
prospects  at  mfoUSA.com 

»H^  1-800-555-5335  0,  F0R 


And  sail 
nong  the 
iO  Greek 
islands 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  6  to  50  guests, 

from  50'  to  200'  and  $700  to  $20,000  per  day  for  entire  yacht  with 

its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 

of  crewetl  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 
You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  1 9002  U.S.A. 
Tel: (2I5) 64U624  •  (215) 641-0423  •  (800) 223-3845  •  Fax: (215)641-1746 
E-mail:  info@valefyaehts.com  •  Website:  VALEFYACHTS  com 


Charge 
your  ad 
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■I 


LegalSemces 


Don't  be  held  back 

by  Vocabulary! 

Get  OWord  Fragments  on  CD  • 

Based  on  Greek  &  Latin  roots 

HighK  structured,  educationally  sound. 

Interactive.  8th  grade  through  adult 

1-866-344-0162  or 

www.vocabularyplus.com 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelors. 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


#/  For  information  an 

rates  on  advertising 

in  the  next  Forbes 

isplay  Classified  Secti 

Call  Media  Options 

1-800-442-6441 


Award 

Winning 

Book 

Order  Now 

R3Jxrr<iiu»ijriMiiiin. 

To  ImpIm  Everything    1 

Yob'kb  tamed 

lljfHUfi.vnl 

PROTECTION 
STRATEGIES 

JSdife 

Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •www.searsatty.com 

to 


*t 


•mail:  mediopt@aol.conn 
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Forbes 

Subscriber  Service 
To  order,  change  address 

or  other  customer  service, 
calM-800-888-9896 


THf)  LIGHTS 

On  the  Business  of  Life 


It's  1984  and  George  Orwell  is  dead  right.  Big  Brother's  got  all  our  numbers.  By  means  of  those 
numbers  on  plastic  and  in  the  computer,  all  sorts  of  Brothers  can  and  often  do  know  more  about 
everyone  than  one's  family  and  best  friends.  Your  credit  rating,  your  driving  record,  your  travels, 
your  income,  your  health,  mortgage — you  name  it,  it's  in  somebody's  computer  somewhere.  Instead  of 
reducing  us  to  numbers,  numbers  in  the  computer  have  made  us  each  and  every  one  a  readily 
documentable  individual.  By  George,  how  awful  right  Orwell  was.  — MALCOLM  S.  FORBES  (1984) 


There  are  three  roads  to  ruin: 
women,  gambling  and  technicians. 
The  most  pleasant  is  with  women, 
the  quickest  is  with  gambling 
but  the  surest  is  with  technicians. 

—GEORGES  POMPIDOU 


The  press,  the  machine,  the  railway, 
the  telegraph  are  premises  whose 
thousand-year  conclusion  no  one  has 
yet  dared  to  draw. 

— FRIEDRICH  NIETZSCHE 


Technology  is  a  queer  thing:  It  brings 
you  great  gifts  with  one  hand  and  it 
stabs  you  in  the  back  with  the  other. 

— C.P.  SNOW 


However  far  modern  science  and 
technics  have  fallen  short  of  their  inherent 
possibilities,  they  have  taught  mankind 
at  least  one  lesson:  Nothing  is  impossible. 

—LEWIS  MUMFORD 


If  we  had  a  reliable  way  to  label  our 
toys  good  and  bad,  it  would  be  easy  to 
regulate  technology  wisely.  Bin  we  can 
rarely  see  far  enough  ahead  to  know 
which  road  leads  to  damnation. 

—FREEMAN  DYSON 


MEETSMG 


Men  are  only  as  good  as  their  technical 
development  allows  them  to  be. 

—GEORGE  ORWELL 


Technology  is  so  much  fun  but 
we  can  drown  in  our  technology. 
The  fog  of  information  can  drive 
out  knowledge. 

—DANIEL  BOORSTIN 


Science  and  technology  multiply 
around  us.  To  an  increasing  extent 
dictate  the  languages  in  which 
we  speak  <  nd  think.  Either  we  use 
those  languages,  or  we  remain  mute. 


It  is  said  that  one  machine  can 
do  the  work  of  50  ordinary  men. 
No  machine,  however,  can  do  the 
work  of  one  extraordinary  man. 

— TEHYI  HSJ: 


Technology:  the  knack  of  so  arranging 
the  world  that  we  need  not  experience  r\ 

—MAX  FRIS 


Man  is  still  the  most  extraordinary 
computer  of  all. 

—JOHN  F.  KENNII 


-J.G.  BALLARD 


A  Text... 

I  have  laid  the  foundation, 
and  another  buildeth  thereon. 
But  let  every  man  take  heed 
how  he  buildeth  thereupon. 

—I  CORINTHIANS:  :j 

Sent  in  by  Melanie  Richardson,  Mount  Ver  I 
Ohio.  What's  your  favorite  text?  Forbes  Bo 
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More  than  14,000  "Thoughts,"  arranged  alphabetic  I 
subject,    are    available    in    a    900-page,   one-vc  I 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  i 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shippin  I 
$1  per  item  for  handling  (add  applicable  sales 
To  order,  please  call  toll-free,  1-800-876-6556. 
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CAN  A  SECURITY  BLANKET 


BE  MADE  OF  SHEET  METAL? 


YOUR  FAMILY'S  SAFETY  IS  YOUR 
MOST  IMPORTANT  CONCERN.  WHICH 
IS  WHY  IT'S  SO  IMPORTANT  TO  US. 


We  designed  the  first  car  seat  to  help  protect  children. 
And  we  invented  the  modern-day  front  crash  test 
dummy.  We  were  the  first  to  make  air  bags  available  to 
the  masses.  And  we  introduced  drivers  to  infrared 
Night  Vision.  Over  the  years,  our  dedication  to  safety 
has  helped  save  countless  lives. 

Today,  we  continue  to  set  the  standard  with  OnStar,® 
one  of  the  most  important  safety  innovations  ever.  This 
GM-pioneered  system  helps  keep  drivers  in  contact 
with  a  live  Advisor  24  hours  a  day,  365  days  a  year* 
Wherever  you  are,  OnStar  is  there.  It's  the  peace  of  mind 
over  two  million  GM  drivers  have  come  to  trust.  Which  is 
why  we  offer  it  on  over  40  different  GM  cars  and  trucks. 

Our  safety  measures  don't  stop  there.  Later  this 
year,  we're  introducing  the  first  ever  Advanced 
Automatic  Crash  Notification  system.  This 
groundbreaking  technology  reports  vital  crash 
data  to  the  OnStar  Center,  such  as  the  severity  and 
direction  of  impact,  helping  emergency  response 
teams  prepare  before  they  even  arrive. 

And  this  is  just  the  beginning.  Because  at  GM, 
we're  dedicated  to  building  safe  cars  and  trucks.  And 
making  sure  you  feel  protected  every  time  you  get 
behind  the  wheel. 

NIGHT  VISION.  ALLOW  US  TO  SHED  SOME  LIGHT. 

A  lot  of  companies  are  using 
cameras  these  days.  But  only 
GM  is  using  one  like  this:  a 
high-powered,  ferroelectric 
heat-sensing  camera  -  aka, 
Night  Vision.  Offered  exclusively 
in  the  Cadillac  DeVille,  this 
first-of-its-kind  feature  harvests 


thermal-imaging  technology  from 
the  military  to  help  drivers 
see  beyond  the  range 
of  low  beam  headlamps. 
By  projecting  infrared 
images  onto  the  windshield, 

Night  Vision  can  give  drivers  some 

extra  time  to  react. 


OnStar    is    on    the    scene    fast. 

When  a  crash  occurs,  a  quick  medical  response 
can  mean  the  difference  between  life  and  death. 
The  OnStar  Air  Bag  Notification  System*  can  help 
first-aid  get  to  the  scene  faster.  If  a  vehicle's 
front  air  bag  deploys,  an  emergency  signal 
is  sent  automatically  to  the  OnStar  Center. 
An  Advisor  will  attempt  to  communicate  with 
the  vehicle's  occupants.  If  there  is  no  response, 
or  if  the  car's  occupants  report  an  emergency, 
the  Advisor  will  contact  the  nearest  appropriate 
emergency  services  provider.      (iftitStnr 


The  National  Highway  Traffic  Safety  Administration 
(NHTSA)  gave  Chevy  Impala  five  stars  for  frontal  crash 
safety,  the  highest  government  rating** 


Beneath  the  inviting  exterior  of  the  Saturn  Ion  is  a 
mighty  steel  spaceframe.  This  reinforced  safety 
structure  helps  preserve  occupant  space  in  a  crash. 


GM  Versatrak™  is  a  move  in  the  right  direction. 
Available  on  the  Buick  Rendezvous,  it  adds  torque  to 
the  rear  wheels  when  conditions  get  slippery. 


The  latest  news,   reviews  and  3  glimpse  of  the  road  ahead.   See  it  all  at  www.gm.com/story. 
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*0nSta'  services  require  vehicle  elec'r  available  and  operating  for  features  to  function  properly.  Visit  www.onstar.com  for 

system  information  ard  det  rrd"'c  Safe!y  Administration  (NHTSA)  as  part  of  its  New  Car  Assessment  Program  (NCAP) 


ISN'T  A  ROAD  AT  ALL 


zost-efficient,  environmentally  friendly  way.  Though  140  years  have 
d,  we're  still  connecting  a  nation — past  to  present,  present  to  future. 


BUILDING  AMERIC 


BQHREafcJUHUUSS9i^H^Rnm8 


[Common  Name:  Spid^i 


S  Sf^'A  SP<  complete  S&P  500  in  one  share. 

Fin*  '  visit  www.amex.com/SPY  or  call  1-S00-THE  AMEX. 


1         !     n\)  $Q.t6  in  short  and  long-term  caj 

•.uB.amcx.coi 

ir  the  SPDR  Trust,  a  unit  investment  trust 


bitat:  cTke  Amex.  Genus:  S&P  500.  r 


Add  some  "biodiversity" 
to  your  portfolio  with 
one  of  the  world's  fastest 
growing  investments. 
Spiders  (SPY)  are  exchange 
traded  funds  that  instantly, 
in  one  transaction,  diversify 
your  portfolio  with  all  the 
opportunities  of  the  S&P  500. 

Each  Spider  share 
represents  the  whole  basket 
of  S&P  500  stocks,  just 
like  a  traditional  index  fund. 
But  you  buy  and  sell  Spiders 
like  a  stock.  In  fact,  you  can 
trade  them  all  day  long.  So 
Spiders  are  the  best  of  both 
worlds — made  even  better 
by  tax  efficiency  and  low 
management  fees'. 

If  you're  interested  in 
the  S&P  500.  here's  a  smart 
way  to  bring  it  home.  Spiders 
are  one  of  IOO+  exchange 
traded  funds  listed  on  the 
American  Stock  Exchange. 
Ask  your  advisor  or  learn 
more  at  amex.com/SPY. 


AMERICAN 

STOCK  EXCHANGE' 


:  subject  to  risks  including  possible  !  '  >rmance  is  no  guarantee  of  future  results. 

'and  SPDRr  are  trademark,  of  The  M<  c  •  anci  have  be<?n  "censed  for  use  by  PDR  Services  LLC  and  American 

iange  LLC.  SPDRs  are  not  spon  lndard  8  Poor's  and  Standard  &  Poor'.,  makes  no  representation 
the  advisability  of  investing  in  SPDRs. 


LANG!    IK 


Why  is  there  a  tiny  little  frown 
on  this  tiny  little  face? 

Perhaps  I  should  turn  off  the  lights. 

Is  he  feeling  cold? 

Let  me  cover  his  little  hands. 

Maybe  he  wants  teddy  beside  him? 

What's  with  that  tiny  frown? 

Wait  a  minute.  What  tiny  frown? 


Little  details  matter  to  us.  Because  they  matter  to  you. 

Best  Cabin  \/ 

\!\  $taff  H 


Voted  Wot  Id's  B«  foi  the  third  consecutive  year.* 


Also  voted  one  of  the  World's  Top  S  Airlines,  Top  S  Airport  Lounges  (2  consecutive  years)  and  awarded  Best  Signature  Dish.  'Skytrax  Global  Survey,  2003. 


For  reservations  and  flight  schedules,  please  call  Malaysia  Airlints  at  (800)  552  9264,  your  travel  agent  or  log  on  to  www.malaysiaairlines.com 
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image.  Beyond  obvious.  Beyond  social  approval.  The  340-horsepower  Q45.  Featuring  a  5-speed 
:ic  transmission  with  manual  shift  mode.  It  drives  to  the  beat  of  its  own  drummer.  Visit  lnfiniti.com. 
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7-Eleven  Says  'Oh  Thank  Heaven '  F 

Oracle  E-Business  Suit 


7-Eleven  chose  Oracle  E-Business  Suite  to  increase 

supplier  information  accuracy,  lower  costs, 

and  support  its  5,800  stores 


oracle.com/success 
or  call  1.800.968.4664 


!  Oracle  is  a  registered  trademark  of  Oracle  Corporation  and/or  its  affiliates. 
nd  OH  THANK  HEAVEN®  are  registered  trademarks  of  7-Eleven,  Inc. 
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;e.  Meet  the  complete  security 
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Dns  to  protect  your  entire  network, 


no  matter  where  you  are  on  the  path  to 
IP  telephony.  We  take  a  holistic  approach 
to  security  with  the  multi-vendor  expertise 
of  Avaya  Global  Services.  Our  industry- 
certified  consultants  methodically  assess 
all  your  communication  devices,  policies 
and  vulnerabilities,  inside  and  out  (no 
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Showing  You  the  Money 

Michael  K.  Ozanian 

This  issue,  which  contains  our  annual  valuations  of 
National  Football  League  teams,  also  features  an  in-depth 
look  at  the  change  of  back-office  leadership  of  the  Giants, 

the  professional 
football  team 
that  was  bought 
for  $500  (in 
1925,  admit- 
tedly) and  is 
arguably  the 
most  underval- 
ued franchise  in 
American 

A  Giant  ego,  but  an  undervalued  team.        professional 
sports.  Go  to  Forbes.com  for  more  information  on  own- 
ers, stadiums  and  sponsors.  Use  the  site's  interactive 
team-valuation  chart  to  compare  franchises.  And  if  you 
think  your  team,  too,  needs  a  fresh  face  in  the  owner's 
box,  then  say  so  on  our  discussion  boards. 
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Last  of  the  Summer  Wine 

Charles  Dubow 

As  die  dog  days  of  summer  pass,  there's  always  a  glass  to 
be  raised  to  golden  memories  of  longer  days.  Each  week 
Forbes.com's  wine  guru,  Nick  Passmore,  chooses  an  out- 
of-the-ordinary  wine  well  worth  lingering  over.  Among 
his  recent  selections:  a  magnificent  Montelena,  a  great 
Grgich  and  a  tres  beau 
Beaujolais.  Read  Nick's 
picks  on  Forbes.com  or 
watch  him  discuss  them 
in  his  we.  >  col- 

umn on  the  Forbes.com 
Video  Network.  Be 
introduced  to  some 
excellent  ou 

nighl  n  met 

befoi  Nick's 

ebullienl  ru      tnsense 
tips  ...hem  a; 

•heil  Nick  picks;  you  enjoy. 
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Mutual  Fund  Guide 

Visit  us  online  for  more  data  <i 
the  775  funds  listed  in  this  isstj 
plus  coverage  on  10,000  addi- 
tional funds.  Also  online:  pastl 
articles,  dynamic  performanol 
period  charts,  a  fund  screenerj 
and  a  free  PDA  download. 

Forbes  on  Fox 

Go  to  Forbes.com  to  watch 
clips  from  our  weekly  TV  sho 

Search  Our  Archive 

Search  past  issues  of  FORBES 
topic,  author  or  date.  Print, 
e-mail  or  download  articles. 

Forbes  Global 

What  the  CEOs  Make 

With  the  help  of  the  Corpor 
Library  of  Pordand,  Me., 
FORBES  GLOBAL  reveals  the 
pay  packages  of  the  heads 
of  48  of  the  top  50  foreign 
firms  (by  market 
capitalization). 
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Hong  Kong  offers  businesses  a  long  list  of  advantages  that  no 
one  else  can  match.  With  a  dedicated  team  of  advisors,  Invest 
Hong  Kong  helps  companies  of  all  sizes  make  informed  deci- 
sions on  establishing  a  business  here  -  at  absolutely  no  cost. 
For  further  information  regarding  the  many  benefits  of  Hong 
Kong,  please  consult  our  web  site: 

www.  I  n  vest  H  K  .gov.  h  k 
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88  Queensway,  Hong  Kong 

Tel:  (852)  3107  1000   Fax:(852)3107  9007   Email:  enq@investHK.gov.hk 
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Change  can  make  your  supply  chain  suddenly 
outdated  and  wasteful.  And  that  can  be  worse 
than  just  losing  money.  It  can  mean  losing 
longtime  customers  or  market  share.  Brown     \ 
can  help.  Our  supply  chain  team  can  work 
with  you  to  sort  out  inefficiencies  in  your  trans- 
portation, inventory  and  distribution  networks, 
and  reconfigure  them.  But  we  don't  just  develop 
new  plans;  we  can  help  you  implement  and 
manage  them  too.  Save  the  duct  tape;  get  in 
touch  with  Brown  today.  To  learn  more  about 
UPS  Supply  Chain  Solutions"visit  UPS-SCS.com. 
YOUR  SUPPLY  CHAIN.  SYNCHRONIZED. 
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Never  Give  a  Sucker  an  Even  Bre; 

"Warning:  The  Securities  &  Exchange  Commission  has  da 
mined  that  the  investment  product  you  are  about  to  buy  is  a; 
dumb  idea."    , 

No  mutual  fund  prospectus  has  ever  gone  quite  that  far.c 
if  some  would-be  reformers  have  their  way,  the  fund  indui 
would  have  to  be  a  lot  more  candid  about  its  offerings. 

Under  present  SEC  regulations,  funds  must  disclose  tl 
overhead  costs  in  percentage  terms  and  in  dollars  for  a  hj 
thetical  $1,000  investment.  If  you  want  to  know  what  the  fun) 
costing  you  personally,  you  can  get  out  a  calculator.  Eviden' 
lot  of  calculator  batteries  need  replacing,  because  million)) 
investors  are  pouring  money  into  grotesquely  overpriced  fill 

Not  content  with  current  disclosure  requirements,  Reprej 
tative  Richard  Baker  (R-La.)  wants  quarterly  fund  statement 
show,  in  dollar  amounts,  just 
what  the  operators  skimmed 
off  your  account.  The  fund 
companies,  panicked  at  the 
thought  of  how  an  educated 
consumer  would  wreck  their 
profit  margins,  have  so  far 
beaten  back  the  proposal.  In 
"The  Great  Fund  Failure,"  on 
page  176,  Neil  Weinberg  and 
Emily  Lambert  explain  how 
the  lobbyists  are  winning  this 
battle. 

What  should  a  believer  in 
free  markets  make  of  a  com- 
pulsory disclosure  rule  like 
this  one?  It  does  smack  of 
nanny-statism.  But  the  regulated  marketplace  is  already  ab 
with  confessional  statements  of  one  sort  or  another.  Vendoi 
gas  guzzlers,  junk  food,  erectile-dysfunction  drugs,  home  eq 
lines  and  booze  have  to  make  embarrassing  disclosures  ab| 
the  costs  or  side  effects  of  their  fun  products.  Mandatory  dis 
sure  is  an  intrusion  on  the  free  market,  but  a  comparati 
benign  one.  Disclosure  laws  deflect  the  stronger  puritan 
impulses  of  legislators  to  ban  things  they  don't  like. 

The  fund  industry  lobbyists  are  right  about  one  thing:  Tf 
is  already  the  most  heavily  regulated,  scandal-free  and  trans; 
ent  of  any  financial  product.  So,  if  we're  going  to  have  more 
closure  from  funds,  let's  crack  down  on  vendors  of  compe 
investment  products.  Life  insurance  salesmen  should  disc 
their  commissions.  Lottery  tickets  should  display  expet 
returns — after  taxes.  Hedge  fund  operators  should  use  illus 
tions  to  show  why  their  one-sided  incentive  fees  (they  get  \ 
of  your  gains,  but  chip  in  nothing  for  your  losses)  are  a  rip 
Fund-of-funds  hedge  funds  are  worse  still,  since  they  \ 
another  layer  of  fees;  perhaps  better  disclosure  would  save  s< 
of  the  lost  souls  who  buy  these  things.  Then  we  wouldn't  ha^  I 
ban  them.  i 


O    N    D 


S     T     O     C 


I      N      S     U     R      A     ll 


M      U     T      U     A     L      F      U| 


EXPENSERJI 


YOU  MAY  THINK  OUR  POLICIES  ARE  WRITTEN  ON  PAPER. 
TO  US,  THEY'RE  WRITTEN  IN  STONE. 


To  us,  a  New  York  Life  policy  is  a  promise  that  we  take  very  seriously.  That's  why  we're  a  I 
mutual  company.  Being  mutual  means  we're  owned  by  our  policyholders,  not  stockholders.  I 
Rather  than  focusing  on  quarterly  results,  we  care  about  the  long  term.  After  you  buy  a  New  I 
York  Life  policy,  you  may  not  need  us  for  years,  or  even  decades.  But  when  you  do,  we'll  be  I 
there.  To  us,  our  policyholders  are  really  buying  a  promise  -  that  we'll  be  here  to  pay  a  claim,  I 
fund  your  retirement,  or  pay  for  nursing  home  costs.  That's  why  New  York  Life  focuses  on  what  I 
really  matters  in  the  long  term:  financial  strength  and  integrity.  You  can  trust  that  we'll  keep  I 
our  promises  to  you,  just  as  we  have  for  over  155  years. 


The  Company  You  Keep.® 

NEWY0RKLIFE.COM/MUTUAUITY 

To  arrange  a  dis'.  New  York  Life  agent,  call  1-888-963-7946. 
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Land  of  the  Fee? 

As  a  nontraded  public  entity,  the  Wells  REIT  pro- 
filed in  "Blind  Faith"  (Sept.  l,p.  117)  is  extremely 
transparent,  governed  by  an  independent  board 
of  directors  and  subject  to  Sarbahes-Oxley,  SEC 
and  NASD  guidelines  like  every  other  public  REIT. 
The  Wells  management  fee  of  4.5%  covers  a  com- 
prehensive range  of  services,  including  portfolio, 
asset  and  properly  management;  leasing;  credit 
monitoring;  investor  accounting  and  reporting; 
property  accounting;  finance  and  treasury;  and 
risk  management.  The  comparative  fee  of  1.5% 

mentioned  in  the  story  appears  to  refer  only  to  the  costs  associated  with  third- 
party  property  management  for  individual  properties.  The  truth  is  that  the  WellsJ 
REIT  has  grown  by  serving  an  important  investor  need — dependable  dividend 
income  derived  from  creditworthy  tenants  in  Class-A  properties.  By  sticking  to  our  I 
core  investment  strategy — buying  highly  diversified  properties  that  produce  qual- 
ity, long-term  income — the  Wells  REIT  strives  to  add  value  to  our  investors'  port- 
folios. Isn't  that  what  they're  really  seeking? 

LEO  F.  WELLSJ 
President,  Wells  Real  Estate  Investment  Trust! 

Norcross,  Gal 

From  1999  to  2002  the  average  price  per  square  foot  Wells  paid  for  properties  rosd 
from  $88  to  $188,  not  to  $297  as  stated  in  the  article.  -Ed. 


In  Misery  and  Loving  It 

I  appreciated  "Companies  Hate  Misery" 
(June  23,  p.  58),  the  annual  ranking  of 
tax  burdens  for  47  countries.  It's  a  great 
service  to  global  executives  and  policy- 
makers for  keeping  them  up-to-date  on 
the  progress,  or  lack  thereof,  by  individ- 
ual countries.  As  a  former  consultant  to 
the  Russian  Federation  on  tax  reform 
there  several  years  ago,  I  am  pleased  to 
see  Russia's  efforts  shown  favorably  in 
comparison  with  other  countries  in  the 
Misery  Index.  The  reform  efforts  real- 
ized in  the  former  Communist  regime 
are  nothing  short  of  spectacular.  Taxes, 
an  American  jurist  once  said,  are  the 
price  we  pay  for  civilization.  And  the 
index  shows  just  the  price  different 
i  rics  exact  upon  their  citizens.  Let's 
applaud  those  that  do  it  efficiendy  and 
encourage  those  that  don't  to  do  better. 
IUDGH  DAVID  LARO 
U.S.  Tax  Court 
Washington,  D.C. 

Bench  Press 

!  )aniel  Webster  once  said,  "A  jury  is  12 
people  picked  to  decide  who  has  the 


best  attorney."  But  as  "Buying  Justi 
(July  21,  p.  64)  notes,  the  sitting  judgl 
the  final  authority.  It  is  problems 
when  we  have  judges  who  sit  on  : 
bench  with  a  particular  bias  and. 
upon  it,  dispensing  law  like  a  knig 
errant.  It  is  the  judge's  sacred  duty 
state  what  the  law  is,  not  what  he 
lieves  it  should  be.  To  do  otherwis 
to  usurp  the  constitutional  powei 
the  legislature  and  make  a  mocker 
the  law  and  the  bench. 

JUDGE  H.R.  (HAL)  MOI 
St.  Mary's, 

The  Rise  and  Fall  of  China 

"Make  Stansberry  Pay"  (Inforri 
Sept.  1,  p.  38)  incorrectly  states  1 
newsletter  author  Porter  Stansberry's 
port  this  summer  predicted  that  Chi 
currency  would  fall.  In  fact,  it  predic 
the  yuan  would  rise. 
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Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  Include  address  and  phone  number. 
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LINUX: 


Operating  systeu. 

can  now  give  you  the  same 

buzz  it  gives  IT. 


■e  tech  reasons  to  love  Linux.  And  there  are  business  reasons.  With  new  Novell*  Nterprise™  Linux  Services,  you  get  both.  An  application  suite  that  helps  you 
roductivity.  And  gives  your  tech  staff  the  deep  support  they've  been  iooking  for.  Bottom-line  types  will  appreciate  the  increased  efficiency  that  comes  from 
an  array  of  applications  -  everything  from  secure  i  nanagement  to  remote  access  to  messaging  -  on  an  operating  system  that's  renowned  for  its  low 

)  reliability.  And  while  everybody's  in  favor  of  better  financial  performance,  what's  really  going  to  get  your  tech  crew  jazzed  is  the  unprecedented  multilevel 
.  Right  on  down  to  the  actual  operating  system.  To  ftnd'oi  Novell  Nterprise  Linux  Services  can  free  your  business  to  be  more  productive,  call 

18-1 600  or  visit  www.novell.com/linux  ®  we   SPEAK   YOUH    language. 


Novell 


veil,  Inc  All  rights  reserved  Novell  is  a  registered  trademark  of  N 


::sdemark  of  Novell,  Inc.,  in  the  United  States  and  in  other  countries.  Linux  is  a  registered  trademark  of  Linus Torvalds 
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kCT  AND  COMMENT 

Jteve  Forbes,  Editor-in-Chief 

th  all  thy  getting  get  understanding" 


Helping  bin  Laden  and  Saddam 


'PEARS  CONGRESS  IS  ABOUT  TO  IMPOSE  GRATUITOUS  AND 
emely  harmful  restrictions  on  our  military's  ability  to 
loy  special  operations  forces  in  routine  but  unpublicized 
ations.  The  Senate  sneaked  a  nasty  provision  into  a  report 
mpanying  the  2004  intelligence  authorization  bill.  This  pro- 
Mi  would  require  the  Pentagon  to  go  through  the  same 
;aucratic  procedures  to  utilize  its  special  ops  that  our  intelli- 
:e  agencies  must  undergo  before  engaging  in  clandestine 
Jigence  and  counterintelligence  operations. 
So,  if  we  discovered  an  al  Qaeda  group  of  guerrillas  operating, 
in  the  Philippines,  we  could  no  longer  promptly  attack  them 
i  near-the-scene  commandos.  Instead,  the  Pentagon  would  be 
lired  to  obtain  a  presidential  directive,  wherein  the  President 
Jd  formally  declare  such  an  action  to  be  in  the  national  inter- 
Then  the  White  House  would  be  required  to  send  its  finding 
lapitol  Hill,  where  it  would  have  to  pass  before  the  chairmen 
le  House  and  Senate  Intelligence  Committees,  among  others, 


before  getting  the  green  light.  This  process  could  take  days,  even 
weeks.  By  that  time,  the  opportunity  would  have  long  passed. 

Needless  to  say,  this  is  head-in-the-sand  stupidity,  especially 
when  a  quick  response  is  vital  to  successfully  fighting  terrorism 
around  the  world.  The  President — not  the  Senate  and  the  House  of 
Representatives — is  Commander-in-Chief.  We  need  more  flexibil- 
ity, not  more  rigidity,  both  in  deploying  our  special  operations 
forces  and  in  undertaking  covert-action  intelligence  operations. 

Imagine  if  we  had  had  to  go  through  this  bureaucratic  rigma- 
role every  time  ground  commandos  wanted  to  move  against  the 
Taliban  in  Afghanistan  after  9/1 1.  There  is  no  rationale  whatsoever 
for  redefining  traditional  military  activities  as  some  form  of  intel- 
ligence operation.  The  President  should  put  an  abrupt  stop  to  Con- 
gress' attempt  to  play  backseat  general/admiral  by  vetoing  any  bill 
that  includes  such  a  constitutionally  usurpative  provision. 

How  could  a  Republican  Senate  even  consider  such  a  destruc- 
tive move,  one  that  would  only  bring  joy  to  our  terrorist  enemies? 


The  U.S.  Let  the  Monster  Grow 


ing  bin  Laden:  How  Bill  Clinton's  Failures  Unleashed  Global 

■or — by  Richard  Miniter  (Regnery,  $27.95) — chronicles  in 
a,  eye-popping  detail  how  the  Clinton  Administration  mor- 
'  bungled  our  pre-9/1 1  efforts  against  global  terrorism.  The 
lor  tapped  an  extraordinary  array  of  sources  to 
:e  this  sorry  tale  together.  This  book  delivers  a 
istating  blow  to  the  former  President's  reputa- 
i.  When  Clinton  took  office,  Osama  bin  Laden 

a  two-bit  player  in  global  terrorism.  By  the 
e  George  W.  Bush  took  office,  bin  Laden  was  a 
iter  of  that  hideous  universe,  with  cells  in  55 
ntries  and  a  record  of  numerous  successful 
cks  against  U.S.  targets.  Read  this  book  and 
won't  wonder  why  bin  Laden  thought  the  U.S. 

a  paper  tiger  that,  despite  its  strength,  lacked 
will  to  effectively  fight  Islamic  fanaticism. 
Losing  bin  Laden   gives   us  head-shaking 
Hints  of  paralyzing  bureaucratic  infighting  between  the  State 
jartment,  the  Pentagon,  the  CIA,  the  National  Security 
incil,  the  FBI,  et  al.  This  infighting  hampered  our  antiterror- 
ifforts,  despite  irrefutable  evidence  of  terrorism's  growing 


menace  to  U.S.  security.  Missed  opportunities  to  destroy  bin 
Laden  and  his  accomplices  abounded.  One  particularly  ghastly 
instance,  which  preceded  the  1998  bombings  of  two  of  our 
embassies  in  Africa,  involved  Sudan,  where  bin  Laden  had  his 
headquarters  for  a  few  years.  The  Sudanese  gov- 
ernment badly  wanted  our  economic  sanctions 
removed  and  went  out  of  its  way  on  numerous 
occasions  not  only  to  try  to  share  its  detailed  intel- 
ligence on  bin  Laden  and  his  operations  with  us 
but  also  to  just  about  deliver  the  devil  himself  to 
us  on  a  platter.  Sudan's  efforts  were  repeatedly 
rebuffed. 

President  Clinton  never  forcefully  cracked 
bureaucratic  heads  to  achieve  an  effective  coordi- 
nated antiterrorist  undertaking.  He  and  his  Ad- 
ministration were  never  fully  engaged;  antiterror- 
ist efforts  were  haphazard,  half-hearted.  Why?  It 
wasn't  as  if  the  Administration  was  oblivious  to  the  threat. 
Miniter  speculates  that  there  were  a  variety  of  factors,  prime 
among  them  Bill  Clinton's  deep  ambivalence  about  the  use  of 
American  power,  a  ho'dover  from  his  anti-Vietnam  War  days. 
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Degrading  Our  Military 


IR  OUR  TROOPS'  SPLENDID  PERFORM;  2  WAR, 

'd  think  Washington  would  do  everyth  b  •  -  - sure 

hing  would  stand  in  the  way  of  men  g  '• '  ring 


possible  for  any  future  conflicts.  Think  again.  In  recent  years  envi- 
ronmental extremists  have  been  achieving  more  and  more  success 
in  restricting  the  armed  services  from  conducting  ongoing, 


FORBES-   September  15,  2003      25 


FACT  AND  COMMENT 

rigorous  and  complex  training  exercises  that  are  necessary  for  our 
troops  and  our  weapons  systems.  These  fanatics  are  using  the 
Endangered  Species  Act,  the  Marine  Mammal  Protection  Act  and 
other  environmental  laws  to  impose  more  and  more  restrictions  on 
how  the  military  can  utilize  its  bases  for  training  and  testing. 

Pending  lawsuits  in  the  court  system  would  put  more  than 
half  of  the  Marine  Corps'  critical  Camp  Pendleton  in  California 
out-of-bounds  because  the  Marines  might  disturb  the  one-inch- 
long  Pacific  pocket  mouse  and  other  species.  Other  bases  find 
themselves  more  and  more  hemmed  in  by  restrictions,  includ- 
ing rules  on  the  use  of  airspace  and  the  levels  of  airborne  noise. 

Green  zanies  are  utilizing  the  Marine  Mammal  Protection  Act 
to  prevent  the  Navy  from  developing 
and  employing  antisubmarine  sys- 
tems that  could  detect  the  ever  quieter 
diesel  submarines  operated  by  such 
"friendly"  nations  as  North  Korea  and 
Iran.  They  cry  that  such  equipment 
might  "harass"  whales,  sea  lions  and 
the  like.  And  what  constitutes  harass- 
ment? That  definition  is  ambiguous, 
so  extremists  have  taken  it  to  mean 
anything,  including  the  possibility  of  a 
vessel's  disturbing  a  resting  sea  mam- 
mal. Because  there  is  no  clear  defini- 
tion of  harassment,  the  Navy's  efforts 
to  deploy  an  up-to-date  sonar  system  have  been  delayed  for  more 
than  six  years.  As  Senator  Ted  Stevens  (R- Alaska)  pointedly 
observed  at  a  recent  hearing:  "Of  hundreds  of  thousands  of  sea 
mammals,  the  Navy  is  to  be  stopped  from  its  research  if  it  is  charged 
with  harassing  one  of  them.  Yet  [there's  a  newspaper  story]  about  a 
group  of  orcas  that  consumed  700  harbor  seals  in  eight  weeks. 
They're  not  charged  with  any  harassment."  One  wonders  why 
North  Korea's  lunatic  dictator,  Kim  Jong  H,  hasn't  filed  suit  against 
the  Navy  for  beefing  up  its  presence  near  the  Korean  peninsula. 

Contrary  to  the  fevered  alarms  of  these  fanatics,  sound  training 
and  sound  environmentalism  go  hand  in  hand — when  allowed 
to  do  so.  The  Marine  Corps  and  the  U.S.  Fish  &  Wildlife  Service 
demonstrated  that  at  the  Corps'  Air  Station  Miramar  in  California. 
A  sensible,  flexible  program  was  put  in  place  that  protected  at-risk 
species  and  allowed  the  Marines  to  conduct  necessary  exercises. 


i 


Extreme  environmentalists  don't  believe  extensive  on-the- 
ground  training  remains  essential  for  a  first-rate  military. 


Though  you'd  never  know  it  from  the  media,  the  Defei 
Department  has  been  a  superb  environmental  steward  of  the 
million  acres  it  manages  in  the  U.S.  Given  its  record  in  preservjl 
and  protecting  habitat  for  more  than  300  threatened  or  endjj 
gered  species,  the  Pentagon  does  as  good  (or  better)  an  envirt 
mental  job  as  the  Interior  Department  or  the  Forest  Service.  . 
Congress  should  enact  an  amendment  proposed  by  Repl 
sentative  Duncan  Hunter  (R-Calif.)  that  would  codify  into  1 
the  sensible  ecosystem  arrangements  that  the  Marine  Corps  a 
the  Fish  &  Wildlife  Service  put  in  place  at  Miramar.  It  would  a: 
clarify  the  term  "harassment"  so  that  the  Navy  can  get  on  vi 
the  job  of  making  sure  rogue  states  can't  do  us  or  our  all 

harm  under  the  oceans. 

The  House  passed  the  amei| 
ment  a  few  months  ago,  but  the  S 
ate  has  stalled  on  the  harassm 
definition,  giving  in  to  zealots'  i 
founded  fears.  For  instance,  the  I 
that  the  Navy's  sonar  systems 
harming  whales  is  about  as  v 
based  in  fact  as  the  1960s  fear  t 
fluoride  in  our  water  was  poison 
Extremists  want  to  continue  us 
lawsuits  to  impose  crippling  rest 
tions  on  future  military  tests  and  tr. 
ing  activities.  They  claim  the  milill 
should  employ  more  simulations  and  simulators  in  training  its  p 
pie.  As  helpful  as  simulations  might  be,  in  the  real  world  of  milit 
conflict  there  is  no  substitute  for  rigorous  on-the-ground  exerci 
Critics  accuse  the  military  of  wanting  blanket  exempti 
from  environmental  laws.  Not  true.  The  Pentagon  only  w: 
modifications  that  will  have  negligible  environmental  imp 
Extremists  charge  that  the  Defense  Department  can  aire 
obtain  exemptions  from  environmental  restrictions.  That's  r 
leading.  There  are  no  exemptions  in  the  Marine  Mammal  I 
tection  Act,  and  those  in  other  statutes  are  cumbersome,  til 
consuming  and  impractical. 

The  military  has  an  excellent  environmental  record. ' 
issue  here  is  not  either/or.  Our  troops  should  and  must  b 
well  trained  as  possible — and  their  equipment  must  be  fully 
frequendy  tested,  as  well.  Anything  less  is  bloody  foolish. 


II 


Uncharitable  Abuse 


MORI-:  THAN  THREE  DECADES  AGO  CONGRESS  MAN]  >ATED  THAT 
charitable  foundations  must  give  at  least  6%  (later  amended  to 
5%)  of  their  assets  eacli  year  to  charitable  causes.  Pi  tor  to  that,  a 
number  of  these  entities  had  simply  been  tax  d<  i  it  is,  places 

to  park  assets  and  receive  favorable  (ax  treatment,  Despite  Con- 
gress' intent,  however,  many  ol  these  organizations  have  gotten 
around  thai  restriction  by  brazenly  includi  hunks  of  their 

own  internal  administrative  costs,  in  s  and  fringe 

benefits,  as  part  of  the  5%.  A  new  variatii  .    i  say,  on  the 

old  adage  thai  charity  begins  at  home — top  of]         giving  them- 
selves i. it  salaries  and  attributing  the  costs  t(  ible  gh 
Congress  should  pass  the  hill  sp«  I 


Roy  Blunt  (R-Mo.)  and  Harold  Ford  (D-Tenn.),  which  wc 
close  this  loophole  by  forbidding  foundations  to  count  mc  I 
spent  on  salaries,  perks,  lavish  offices  and  juicy  expense  accoi  I 
as  part  of  the  required  minimum.  Foundations  would  final! 
truth  give  1  /20th  of  their  boodle  every  year  to  charitable  cat 
Incredibly,  foundations  are  yelping  and  trying  to  kill  j 
provision  behind  closed  doors.  It's  not  as  if  a  true  5% 
would  force  them  to  spend  themselves  into  oblivion  (altho  I 
that  would  be  a  fitting  fate  for  some  of  these  institutions).  A 
brainer  investment  strategy  for  these  foundations:  They  sh< 
put  their  money  in  30-year  Treasurys,  which  would  yield  n  | 
than  5%  per  annum. 
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OTHER  COMMENTS 


A  great  memory  is  never  made  synonymous  with  wisdom, 
any  more  than  a  dictionary  would  he  calleda  treatise. 

—JOHN  HENRY  CARDINAL  NEWMAN 


1  line  Out  Congress  is  set  to  impose  new  restrictions  on  the 
use  of  special  operations  forces  that  for  the  first  time  will  require 
a  presidential  order  before  deploying  commandos  in  routine  but 
hidden  activities.  "We  want  to  be  able  to  deploy  [special  ops]  in 
minutes  and  hours  instead  of  days  and  weeks,"  said  a  former 
special  operations  officer.  "This  will  make  it  hard  to  kill  terrorists 
by  turning  over  deployment  decisions  to  the  Senate." 

—BILL  GERTZ,  Washington  Times 


Special  operations  forces  work  in  the  war  on  terror  mainly 
because  of  their  ability  to  take  advantage  of  events  as  they  hap- 
pen. They  are  the  point  of  our  very  sharp  spear.  Without  the 
ability  to  deploy  right  now,  without  waiting  for  Washington  to 
debate  for  hours  or  days,  that  spear  point  could  be  blunted. 

— JED  BABBIN,  former  deputy  undersecretary  of  defense, 

National  Review  Online 

Balancing  A.Ct  These  are  perilous  times.  Our  [armed] 
forces  must  continue  to  prepare  for  the  kaleidoscopic  array  of 
asymmetric  threats  that  will  confront  them.  There  is  no  doubt  that 
military  training  disrupts  the  environment.  War  is  a  violent  enter- 
prise. But  in  recent  months  we  have  witnessed  the  extraordinary 
national  benefits  of  maintaining  a  well-trained  force  that  prepares 
for  our  defense  in  areas  carefully  selected  and  set  aside  for  that 
purpose.  Over  the  years,  the  Navy  and  Marine  Corps  have  been 
excellent  stewards  of  our  environment.  Their  2  million  acres  of 
land  are  home  to  about  185  threatened  and  endangered  species 
that  are  protected  by  130  full-time  natural  resources  specialists. 
Our  nation  needs  forces  that  are  humane  and  highly  skilled 


"Do  we  have  aplacefoi  \  :es?" 


and  fight  with  the  precision  that  Americans  expect.  To  achie 
that  end,  we  need  to  correct  the  imbalance  between  our  enviro 
mental  laws  and  national  security  requirements.  It  was  only 
months  ago  that  the  very  worst  environmental  criminals  of  o 
time  leveled  the  World  Trade  Center,  set  the  Pentagon  ablaze  ai 
slaughtered  2,976  of  our  citizens  and  friends  in  cowardly  sne 
attacks.  We  learned  again  the  great  value  of  military  preparedne 
Our  sea  services  need  our  help  and  support.  Let's  give  it  to  the* 
—SHEILA  M.  MCNEILL,  national  presideJ 
Navy  League  of  the  United  States,  Sea  Pom 

Sweet  Charity  Recent  disclosures  about  the  lavish  hab 
of  a  few  [charitable]  foundations  have  turned  up  a  common,  a 
perfectly  legal,  scandal:  the  small  portion  of  their  assets  that  fou 
dations  actually  give  to  charity.  Under  federal  law,  private  foun 
tions  must  donate  a  mere  5%  of  their  assets  each  year  to  rem; 
exempt  from  virtually  all  federal  and  state  income  taxes.  But  evj 
that  modest  requirement  is  undercut  by  rules  that  let  foundatic 
count  administrative  expenses  as  part  of  the  5%.  While  fun 
charities  on  the  cheap,  they  can  claim  huge  tax  breaks  and  sp 
freely  on  salaries  and  other  perks.  The  foundations'  high  expeni 
have  prompted  legislation  that  would  require  foundations  to  g 
a  full  5%  to  charily  annually,  excluding  expenses.  Unless  foi' 
dations  are  willing  to  focus  more  attention  on  funding  char: 
ble  works  than  building  wealth,  they  don't  deserve  the  1 
breaks  they  receive  in  exchange  for  serving  the  public  good. 

—USA  Toe 

What  Goes  Around,  Comes  Around  in  is 

Belgium  enacted  a  law  that  gave  its  courts  "universal  jurisdictio 
allowing  them  to  try  foreigners  for  human  rights  violations.  So,  n 
urally,  socialists,  antiwar  radicals  and  other  misfits  in  Belgium  h 
been  constantly  suing  the  Bush  Administration  for  "war  crimt 
But  [in  July]  Belgium's  own  Foreign  Minister,  Louis  Mid 
became,  according  to  Reuters,  "the  latest  public  figure  to  fall  fou 
his  country's  controversial  human  rights  law."  A  small  opposit 
party  sued  Michel — a  vocal  critic  of  American  military  action 
Iraq — for  approving  the  sale  of  5,500  machine  guns  to  conflict-t< 
Nepal,  "counter  to  human  rights."  Michel  called  the  suit  "ridi< 
lous."  Coincidentally,  the  ten-year-old  law  has  been  sudde 
scrapped.  The  Voice  of  America  reports  Michel's  complaint:  "1 
law  was  abused  and  manipulated  for  political  ends."  Gee,  he  notk 

—RUSH  LIMBAUGH,  Limbaugh  Le\ 

Sucker  Punched  An  Alabamian  family  of  four  c 
rently  starts  paying  income  tax  when  it  earns  $4,600,  the  low  j 
threshold  in  America. 

— The  Economist 
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YOU'RE  LOOKING  AT  THE 

MOST  POWERFUL  ECONOMIC 

FORCE  IN  THE  COUNTRY: 

THE  AMERICAN  DREAM. 


And  who  dreams  this  dreairr?  Jtge  hardworking  and  trusted  American  homeowner. 
Through  strong,  disciplined mawgejhent  We have  stayed  focused  on  the  homeowner  from  the 
beginning.  In  fact,  this  is  the  core  of  our  business.  We've  helped  put  more  than  50  million 

American  families  into  homes  of  theirown.  This  in  turn  has  given  us  16  years  of  strong  financial 
performance.  We  expect  there  will  be  30  million  new  Americans  by  2010.  And  when  they 
dream  of  owning  a  home,  we'll  be  there.  Because  as  the  American  Dream  grows,  so  do  we™ 
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Climbing  the  la<        of  su  :es  stamina,  know-how  and  a  little  luck.  We  have  investment  and 
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dties  that  can  help.  Not  to  mention  the  investments  managed  by  our  affiliate 
I're  ready  for  life's  ups  and  downs.  Yew  can't  predict.You  can  prepare. 

nuance -Annuities'Trust  Services'OppenheimerFunds,<r  ^tments-For  our  nearest  office,  contact  massmutual.com 
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Experience  the  strength  of  the  XL  global  network.  Our  financial  security  and  expertise  are  trusted 
by  some  of  the  world's  leading  companies  to  help  them  achieve  their  business  objectives. 
Specializing  in  large  risks  and  financial  solutions  for  business,  we  are  strong  partners. 
INSURANCE  I  REINSURANCE  I  FINANCIALExperienceourstrength.www.xlcabital.com 

The  XL  Capital  group  is  rated  A+  by  AM  Best. 
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lURRENT  EVENTS 

Caspar  W.  Weinberger,  Chairman 


The  Books  of  Summer  XI 


SVEN  \TARS  AGO  I  BEGAN  SHARING  WITH  THE  READERS  OF  THIS 
ice  my  insights  on  some  of  the  books  I  read  during  summer 
ication."  Summers  have  expanded  because  of  my  somewhat 
iter  load  of  FORBES  traveling,  speaking  and  columns.  In  short, 
immer"  reading  now  goes  on  most  of  the  year,  particularly  dur- 
\  long  flights  to  Asia,  of  which  there  are  still  several  each  year. 

First  I  call  your  attention  to  200 l's  Churchill, a  Biography — by 
>y  Jenkins  (paperback:  Plume,  $18).  Of  all  the  works  on  Win- 
»n  Churchill  (and  the  list  of  books  about  him  is  approaching 
e  length  of  the  list  of  Abraham  Lincoln  biographies),  I  would 
iminate  Jenkins'  biography  as  one  of  the 
st — although  William  Manches-  m 

■'s  unfinished  study  is  great,  too. 

Jenkins,  who  performed  similar 
rvices  for  prime  ministers  William 
ivart  Gladstone,  Herbert  Henry 
>quith  and  Stanley  Baldwin,  as  well 
for  others  of  historic  significance, 
as  superbly  gifted  with  experi- 
>0  years  at  or  near  the  top  of 
•itish  and  European  politics)  and  had  the  opportu- 
ty  to  observe  Churchill  during  the  16  years  they  served 
gether  in  the  House  of  Commons.  Jenkins'  recent  death  has 
jprived  us  of  the  further  biographies  we  were  all  anticipating. 

Churchill  is,  on  the  whole,  admiring,  but  it  is  certainly  no 
igiography.  The  last  sentences  disclose  the  fairness  and  the  full- 
xs  of  this  great  biography:  "When  I  started  writing  this  book  I 
[ought  that  Gladstone  was,  by  a  narrow  margin,  the  greater  man, 
trtainly  the  more  remarkable  specimen  of  humanity.  In  the 
mrse  of  writing  it  I  have  changed  my  mind.  I  now  put  Churchill, 
ith  all  his  idiosyncrasies,  his  indulgences,  his  occasional  childish- 
ss/but  also  his  genius,  his  tenacity  and  his  persistent  ability,  right 
r  wrong,  successful  or  unsuccessful,  to  be  larger  than  life,  as  the 
■eatest  human  being  ever  to  occupy  10  Downing  Street." 

Next  I  want  to  call  attention  to  two  books  that  have  two  things 
i  common:  both  are  by  Buckleys — father  and  son,  respectively — 
id  are  therefore  distinguished  by  first-rate  writing,  great  narra- 
te skill  and  a  splendid  appreciation  of  the  historic  and  the  comic. 

Getting  ft  Right— by  William  F.  Buckley  Jr.  (Regnery,  $24.95)— 
jntinues  Bill  Buckley's  series  of  turning  the  history  (perhaps 
>o  narrow  a  canvas  here)  of  20th-century  American  politics  into 
Kiting  novels.  And,  of  course,  the  autfu  a  partici- 

ant  in  many  of  the  incidents.  In  Getting  ■     we  see  what 

obert  Welch,  founder  of  the  John  Birch  Sociel  y,  and  the  impres- 
ve,  puzzling  and  enormously  influer,  '*ime)  Ayn 

and  were  really  like.  Rand's  novels  a  b  .  n  n  ing  of  the 

Miservative  movement  rivaled  the  Hai  er  :>  in  sales. 


Now  it's  hard  to  know  quite  why,  as  Rand's  writing  was  unex- 
ceptional. Probably  her  loss  of  fame  is  because  conservative 
thought  and  philosophies — so  unusual  at  the  time — have 
become  so  much  a  part  of  the  conventional  wisdom  that  her 
writings  have  lost  their  shock  value.  Welch  and  Rand  had  off- 
shoots that  had  to  be  exorcised  and  dealt  with  before  conser- 
vatism could  be  accepted.  Buckley  was  the  major  force  behind 
making  conservatism  appealing,  understandable  and  respectable. 
Washington  Schlepped  Here — by  Christopher  Buckley  (Crown 
Journeys,  $16) — is  an  incredibly  good  guidebook  to  our  nation's 
capital.  Even  the  most  ancient  of  Washington's  cave  dwellers  who 
are  reputed  to  know  everything  will  have  a  lot  to  learn  about 
their  city  from  young  Buckley.  Christopher,  a  compara- 
tive newcomer,  has  mined  the  sources  assid- 
uously, without  ever  losing  his  extra- 
ordinary comic  talents.  There  are 
few — if  any — better  descriptions 
of  the  Freer  Gallery  of  Art's  Peacock 
Room.  And  I'd  be  surprised  if  many 
Lincoln  scholars  are  familiar  with  Lin- 
coln's casual  dismissal  of  criticism  of  the 
Gettysburg  Address:  "Men  are  not  flat- 
tered by  being  shown  that  there  has  been  a  difference  of  purpose 
between  the  Almighty  and  them."  When  it  comes  time  for  your 
children  or  grandchildren's  school  class  to  visit  Washington,  the  best 
preparation  they  or  anyone  could  have  would  be  to  read  this  book. 
Then  I  read  two  too  short  books  with  similar  themes:  An  Ital- 
ian Affair — by  Laura  Fraser  (Vintage  Books,  $12)  and  A  Thousand 
Days  in  Venice — by  Marlena  de  Blasi  (Ballantine  Books,  $12.95). 
In  both  of  these  books  an  American  woman,  each  an  excellent 
cook,  has  her  dreams  of  romance  in  Italy  come  true — at  least  for 
a  time.  Ms.  Fraser's  book  is  far  superior,  probably  because  of  a 
general  lightheartedness  and  her  obvious  joy  in  her  love  affair.  In 
both  books,  the  local  color  and  the  descriptions  of  the  mouth- 
watering Italian  dishes  are  superb.  These  books  are  among  the 
best  recruiting  weapons  Italy's  tourism  authority  could  wish  for. 
And  last  I  read  a  truly  small,  delightful  book  for  dog  lovers: 
Why  Dogs  Do  That — by  Tom  Davis  (Willow  Creek  Press,  $13.95). 
An  earlier  Davis  work,  Just  Goldens,  chronicles  the  lives  and 
skills  of  golden  retrievers.  Why  Dogs  Do  That  answers  several 
puzzling  questions,  such  as  why  dogs  bury  bones;  why  dogs 
insist  on  sleeping  in  bed  with  their  masters;  and  why  some  dogs 
howl.  (Sadly  there's  no  reasonable  explanation  for  the  blood- 
curdling noises  emitted  occasionally — usually  around  mid- 
night— by  my  golden  retriever.)  This  book  is  a  splendid  addi- 
tion to  dog  lore.  It  should  enable  you  to  understand  at  least 
some  of  your  dog's  puzzling,  but  always  lovable,  behavior.       F 
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Small-Jet  Shocker 


.TV  31  AN  ALIEN-LOOKING  AIRSHIP  MADE  OF  CARBON  FIBER 
two  tails  flew  774  nautical  miles  from  its  hatching  grounds 
lglewood,  Colo,  to  the  annual  air  show  in  Oshkosh,  Wis. 
strange,  small  jet,  called  the  A700,  is  made  by  a  company 
^e  probably  never  heard  of,  Adam  Aircraft  Industries.  It 
i  shake  up  the  business-travel  market  as  nothing  has  since 
rrival  of  the  Boeing  707  in  1958. 

Do  you  dream  of  a  nationwide  air  taxi  service?  Boy,  I  do. 
lmercial  air  travel,  let's  agree,  is  modernity's  great  triumph, 
lety  percent  of  Americans  have  flown,  a  tripling  over  30 
>.)  But  its  utility  to  business  travelers  is  in  decline.  Now  we 
t  queue  up  like  prisoners  and  trudge  through  endless 
ritv  lines,  shoeless  and  under  the 
umption  of  guilt.  Greater  hassles 
it.  In  August  the  FBI  arrested  a 
i  trying  to  sell  shoulder-fired  mis- 
to  terrorists.  You  figure  it  out. 
\ir  taxis  promise  liberation  from  all 
It  you  don't  hope  for  a  bright  new 
n  of  air  taxis,  you're  too  rich  (with  a 
f  your  own,  thank  you)  or  brain  dead. 
Hope  alone  won't  take  us  to  the 
mised  land  of  private  mass  trans- 
t.  For  that  we  need  bold  entrepre- 
rs  and  favorable  economics.  Eco- 
lics  first.  NASA  has  studied  the  air 
possibility  and  thinks  it  will  happen.  But  only  when  private 
bring  down  a  ticket  price  to  under  $2  per  passenger  mile, 
ay's  generation  of  small  jets,  such  as  Cessna's  six-seat  Bravo 
Raytheon's  six-seat  Premier,  cost  too  much. 
Can  any  jet  manufacturer  hit  the  $2-per-passenger-mile 
et  price7.  Good  news:  Several  are  trying.  Eclipse  Aviation  of 
uquerque,  N.M.  has  raised  $410  million  from  Microsoft 
iders  Bill  Gates  and  Paul  Allen  and  others  to  build  a  six-seat 
nd  sell  it  for  SI. 2  million.  But  Eclipse,  the  cheap-jet  pioneer, 
stumbled.  It  gambled  on  a  new  lightweight  engine  and 
—too  fragile  (see  Digital  Rules,  Dec.  23, 2002).  Switching  to  a 
rier  Pratt  &  Whitney  engine  will  cost  Eclipse  two  years  of 
jlopment  time.  Then  last  year  Cessna,  an  aviation  bigfoot, 
ounced  its  entry,  the  $2.7  million  Mustang.  Nice  plane,  but 
so  cheap. 

xtbook  Disruption 

surprise  winner  could  turn  out  to  be  Adam  Aircraft,  with  its 
double-tailfin — or  "twin  boom,"  to  be  "00  jet. 

j  A700  will  be  priced  at  $1.9  million  anc  cabin  size 

al  to  $5  million  jets  from  Cessna  and  Raytheon. 


The  $1.9  million  Adam  A700  will  beat  Eclipse  and 
Cessna  to  the  cheap-jet  market  by  two  years. 


In  mid-August  I  visited  Adam  Aircraft  founder  and  CEO 
Rick  Adam  at  his  Centennial  Airport  headquarters  near  Denver. 
We  toured  his  factory  for  three  hours,  then  enjoyed  an  entrepre- 
neur's lunch  of  chicken  burritos  and  diet  Cokes  at  a  nearby 
mall.  Adam  described  a  textbook  case  of  disrupter  tactics. 

Start  with  time  and  money.  Cessna  will  spend  $250  million 
to  develop  its  Mustang,  certify  it  with  the  Federal  Aviation 
Administration  and  bring  the  jet  to  market  in  2006.  Eclipse  has 
raised  an  eye-watering  $410  million  and  is  also  hoping  to  deliver 
its  Eclipse  500  by  2006.  Adam,  by  contrast,  will  spend  only  $50 
million  to  bring  the  A700  jet  to  market  ...  two  years  before 
Cessna  and  Eclipse!  Amazingly,  the  A700  is  Adam  Aircraft's 

second  airplane.  The  first  is  a  twin-pis- 
ton airplane,  the  A500.  It  costs  $900,000 
and  cruises  35%  slower  than  the  A700 
jet,  even  though  it  uses  the  same  com- 
posite fuselage  and  twin-boom  tail. 
The  A500  will  ship  this  December. 
Seventy  buyers  have  written  checks. 

Hands  down,  Adam  Aircraft  wins 
the  time-and-money  battle.  Precisely 
what  a  disrupter  must  do. 

So  how  did  Adam  do  it?  Rick  Adam 
ticks  off  five  reasons: 
•  Rapid  Prototyping.  In  a  previous 
career  Adam  was  the  CIO  and  a  senior 
partner  at  Goldman  Sachs.  He  turned  around  Goldman  Sachs' 
IT  operations  and  got  the  bank  to  see  technology  as  a  medium 
for  profit.  Adam's  secret?  "Big  goals,  small  bites,  rapid  iteration." 

•  Frugal  Spending.  "For  example,  we  use  $35,000  supply-chain 
software  on  mail-order  PCs,"  says  Adam. 

•  Carbon  Fiber  Design.  Bypassing  traditional  aluminum  cuts 
development  time  by  75%.  "Simpler  tooling  and  less  labor," 
Adam  explains. 

•  Modularity.  "The  Burt  Rutan  twin-boom  design  is  original," 
Adam  says.  "All  the  rest,  from  engine  to  avionics,  is  off-the- 
shelf."  Adam  says  Eclipse  made  a  classic  entrepreneur's  mistake 
of  innovating  on  too  many  fronts  at  once:  design,  engine,  avion- 
ics and  manufacturing. 

•  24/6  schedule.  Adam  employs  double  shifts.  Each  employee 
works  12-hour  shifts  in  a  three-day  workweek.  And  Adam  adds 
a  seventh  day  whenever  needed.  This  company  moves  fast. 

I've  met  a  thousand  or  more  entrepreneurs  in  my  life.  Rick 
Adam  lands  in  the  99th  percentile.  Which  means — yes! — air 
taxis  could  happen.  F 

ftV"M*f)fkC  I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
"    JA/y^C-aj  |  ore-mailhimatpublisher@forbes.com. 
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INFORMER 


Litigating  in  a  state  with  no  income  tax: 
Bobby  G.  Stevenson. 

Seeking  a  Double 

Ciber  founder  and  Chairman  Bobby  G. 
Stevenson  is  suing  the  Internal  Revenue 
Service  to  refund  an  extra  $12  million  he 
paid  for  1997  after  rejection  of  $18  mil- 
lion of  claimed  losses  from  a  KPMG- 
blessed  "basis-shifting"  tax  shelter.  The 
feds  want  to  make  an  example  of  Steven- 
son, whose  taxes  had  been  only  $101,701. 
But  they  just  conceded  validity  of  his  1998 
use  of  a  Merrill  Lynch  forward  contract  to 
lock  in  $82  million  of  Ciber  gains  and 
defer  tax.  Stevenson  still  owns  $75  million 
of  the  Colorado-based  IT  firm.  His  new 
lawsuit  is  in  the  taxpayer-friendly  federal 
court  of  Lubbock,  Tex.      — Janet  Novack 

It's  Payback  Time 

This  page  was  the  first  to  report  lawyers 
Jenkens  &  Gilchrist  had  sued  last  year  to 
bar  accountants  Ernst  8c  Young  from  giv- 


ing the  IRS  names  of  joint  clients  in 
shelter  scheme.  Now,  in  a  new  law: 
force  disclosure  by  J&G,  whic 
claimed  attorney-client  privilege,  th 
have  produced  a  sworn  statement 
Robert  B.  Coplan,  E&Y  head  of  fil 
wealth  planning.  He  said  J&G  was  " 
ing"  the  shelter  and  charging  a  fixed 
not  the  more  lawyerly  billing  per 
More  tellingly,  Coplan  said  J&G  vi 
involved  that  E&Y  felt  obliged  to  get 
ion  letters  from  other  lawyers. 

Stay  North  of  Tijuana 


alons 


Requests  from  U.S.  firms  for  quotl  te,  N. 
kidnap  and  ransom  insurance  pel  mliiu 
abroad  have  surged  200%  since  Jari  lelea: 
says  the  St.  Paul  Cos.'  David  Lj  iee« 
Biggest  reason:  fundamentalist  Is  the  c! 
groups  around  the  world.  Diciest:  I|  (five 
Colombia,  Ecuador,  former  Si  tfa 
republics,  India,  Mexico,  Nigeria,  P,  t 
pines,  South  Africa  and  Venezuela.1  'J 
surprisingly,  isn't  among  them.  !  ktis 
typical  annual  premiums:  $36,000)  ike 
$2.5  million  policy  covering  a  meet  irtti; 
size  U.S.  food  concern  operatiii  sting 
Brazil;  $193,000  for  $25  million  cov  mug 
of  a  large  American  utility  workii  ipi 
nearby  Mexico.  — Matthew  S 

Should  Be  on  Fiction  L  | 

For  $25  the  American  Bar  Associat 
peddling  to  its  members  a  200-  iaj, 
paperback  book  called  Lawyer  Life, 


Fodder  for  More  Recalls? 


DOT 


a] 


California  Governor  Gray  Davis  faces  a  toss-him-out  vote  next  month,  partly 
because  he  backed  nearly  tripling  the  yearly  car  registration  fee.  But  his  state  hardly 
has  been  unique  around  the  country  this  year  in  nickel-and-diming  the  public  with 
boosted  charges,  which  have  raised  billions.  Below,  a  sampling.  —  J.N. 


. 


, 


Limited  liability  corporation  filing 

Maryland 

0 

300.00 

Marriage  license 

Oklahoma 

25 

50.00 

New-tire  fee 

New  York 

0 

2.50              ' 

Nonresident  hunting  license 

Ohio 

91 

125.00 

Permit  to  carry  firearm 

Massachusetts 

25 

100.00 

Plant  grower's  license 

Michigan 

20 

100.00 

Request  for  civil  jury  trial 
:   Retail  liquor  license  renewal 

Oklahoma 

60 

349.00 

Illinois 

175 

500.00               | 
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But  at  Least  the  Advice  Comes  Free 


study  in  the  latest  Financial  Analysts  Journal  says  stock  recommendations  posted  by  amateur 
vestors  on  Internet  discussion  groups  are  little  different  from  picks  made  by  professional  stock 
lalysts.  Michael  Oewally.  assistant  professor  of  finance  at  Marquette  University,  says  the  rubes 
ecommend  stocks  after  the  stocks  have  experienced  sharp  price  in- 
cases" in  about  the  same  7-to-l  buy/sell  ratio  as  the  pros,  and 
tat  the  choices  don't  outperform  market  indexes.  Dewally  looked 
1 33,355  postings  in  1999  and  2001  on  misc.invest.stocks  and 
It.invest.pennystocks.  His  conclusion:  "The  newsgroups  provide 
ttle  value  to  their  readers."  —William  P.  Barrett 


'  a  Life  and  A  Higher  Calling  in  the 
ictice  of  Law.  The  author:  Carl  Horn 

a  longtime  federal  magistrate  in  Char- 
te.  N.C.  Horn  is  known  around  the 
rolinas  for  making  sure  the  defendants 

releases  on  bail  aren't  living  in  sin; 
ne  even  get  married  immediately.  One 
the  chapters  in  his  book  is  entitled, 
welve  Steps  Toward  Fulfillment  in  the 
ictice  of  Law."        —J.N.  and  W.P.B. 


ay  "Cheese" 


Itest  issue  of  2600  Tlie  Hacker  Quarterly, 
e  Internet  pirate  magazine  that  lost  a 
urt  fight  to  publish  DVD  encryption- 
isting  software,  contains  an  article  on 
:ering  UPC  bar  codes  on  manufacturers' 
upons.  Using  guesswork,  a  bar  code 
neration  Web  site  and  Adobe  Photo- 
op,  the  author — identified  only  as 
larles — says  he  turned  a  30-cents-off 
iupon  from  the  inside  cover  of  a 
liladelphia  Cream  Cheese  container 
to  a  75-cent  coupon  he  used  at  a  store. 


BMS* 


Maker  Kraft  Foods,  an  Altria  Group 
unit,  says  it  knows  about  the  article  and 
is  investigating  the  claims.      — W.P.B. 

How  L'Eau  Can  He  Go? 

Forbes  400  member  Donald  J.  Trump, 
whose  name  adorns  casinos,  golf  courses, 
resorts  and  condo  buildings,  is  now  grac- 
ing ...  water.  Trump  Ice,  which  bears  The 
Donald's  mug  on  the  bottle  label,  is  being 
rolled  out  at  his  various  properties, 
selected  stores  and  on  his  new  NBC  reality 
series,  The  Apprentice,  which  begins 
shooting  this  month.  Claims  the  never- 
shy  tycoon,  "Real  estate  with  the  Trump 
name  is  worth  45%  more  in  value  just  by 
having  the  name  on  it."  He's  already 
applied  the  markup  here;  a  12-ounce  slug 
goes  for  $2.  — Dirk  Smillie 

A  Half  Suit  All  the  Way 

Two  issues  back  we  wrote  here  that  temp 
agency  giant  Robert  Half  International, 
owner  of  the  trademark  "OfficeTeam," 
was  continuing  to  sue  disabled  veteran 
Daniel  Fitzpatrick  for  $10,000  even 
though  he  had  stopped  using  the  name 
"Virtual  Office  Team"  on  his  Web  site. 
But  soon  after  our  report  came  out,  the 
New  York  City  federal  judge  hearing  the 
case  ordered  it  discontinued.         — D.S. 

ComoSeDice  "Flat  Tax"? 

A  new  U.S.  Treasury  study  says  the  IRS 

in.slat.ed  into  Spanish  only  16  of  the 

58  forms  and  publications  that  outside 

.  's  say  would  be  the  most  useful  for 

ling  with  the  55,000-page  tax  law. 

hose  available  only  in  English: 

1040,  Form  1040  instructions, 

and  Form  2441,  which  is  used 

dm  the  child  care  credit.         — J.N. 


RES"   September  15,  2003     37 


At  home  with 

the  dollar, 

the  yen, 

the  euro 


ST.    REGIS 
CW  YORK. 


Home  to  a  certain  world 

The 

ST.  REGIS 


NEW  YORK 

Call  i.877.stregis    www.stregis.com 

ASPEN       HOUSTON       LOS  ANGELES 

MONARCH  BEACH.  CA      NEW  YORK     WASHINGTON  D.C. 

BEIJING      LONDON     ROME     SHANGHAI 


ON  MY  MIND 


By  Michael  Kremer,  professor  of  economics  at  harvard  university  and  senior  fellow  at  the  brookings  institution 


The  Match  Game 

For  college  roommates,  there's  only  one  vice  that  brings  grades  down. 


PARENTS  ALL  OVER  THE  NATION  ARE  GOING  THROUGH  THAT 
awkward  rite  of  passage  and  trepidation:  meeting  their  child's  first 
college  roommate.  Is  he  or  she  a  slacker  who  drives  your  son's 
grades  down?  A  Poindexter  with  two  professor  parents  who  in- 
spires your  daughter  to  put  her  nose  to  the  grindstone  and  make 
Phi  Beta  Kappa?  If  he's  a  smoker  or  a  fingernail  biter,  will  those  bad 
habits  rub  off  on  your  progeny? 

Parents  can  relax  a  little.  At 
least  as  far  as  grade  point  average  is 
concerned,  only  one  factor  seems 
to  matter,  and  only  if  your  child  is 
a  boy.  This  may  be  obvious  to  any- 
one who  has  seen  the  John  Belushi 
classic  Animal  House.  Drinking. 

My  colleague  Dan  Levy  and  I 
examined  1,357  students  at  a  large 
state  university  that  randomly 
assigned  roommates  through  a 
lottery  system.  We  were  surprised 
to  find  that  a  student's  college  GPA 
is  not  influenced  by  a  roommate's 
grades  in  high  school,  admissions 
test  scores  or  family  economic 
and  educational  background.  Nor 
did  the  amount  of  time  the  room- 
mate spent  watching  television 
while  in  high  school,  the  room- 
mate's religious  attitudes  or  the 
degree  of  similarity  with  the 
roommate  make  a  difference. 

But  drinking  did.  To  be  precise,  males  randomly  assigned 
first-year  roommates  who  reported  drinking  in  the  year  prior  to 
entering  college  had  one-quarter-point  lower  GPA  than  those 
assigned  to  nondrinking  roommates.  Having  a  drinking  room- 
mate the  first  year  in  college  has  an  even  stronger  effect  on 
sophomore  GPA  than  first-year  GPA.  That's  despite  the  fact  that 
only  17%  of  students  at  this  university  stay  witli  their  initially 
assigned  roommate  after  the  first  year. 

This  suggests  that  it's  not  just  that  a  drinking  roommate  stays 
up  too  late  with  the  lights  on  and  the  music  blasting.  He  has  a  last- 
ing effect  on  his  roommate'  >  )ehavior.  In  fact,  we  find  some  evi- 
dence that  students  assigned  id]  nkingroommafe  in  the  first  year 
are  more  likely  to  engage  in  bing<  di  inking  late,  in  college  as  well. 

A  recent  story  in  the  New  York  1  nes  highlighted  the  increas- 
ing use  by  colleges  of  roommate-mate  fling  softv  are  thai  allows 
roommates  to  select  one  another.  Students  post  |  v  (files  of  them - 
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"A  student's  GPA  isn't  affected  by  a  roommate's 

high  school  grades,  test  scores  or  background— 

but  by  whether  the  roommate  drinks." 


selves  that  include  work  habits,  music  and  food  preferences. 

The  results  of  our  study  suggest  a  possible  downside  if  s 
dents  with  a  propensity  for  drinking  seek  one  another  o\ 
Males  who  themselves  drank  frequently  prior  to  college  ; 
particularly  vulnerable.  Being  assigned  a  drinking  roomm 
reduced  their  GPA  by  two-thirds  of  a  point. 

It  would  be  odd  indeed  if  o 
an  alcohol-loving  roommate  lei 
mark  on  your  child.  And  our  sti 
ies  found  that  roommates  do 
fluence  certain  social  attitudes.  C 
is  race  relations.  Using  data  fr< 
the  same  university,  Dan  Levy  a 
I,  along  with  Greg  Duncan,  j 
hanne  Boisjoly  and  lacque  Ecc 
find  that  white  students  randor 
assigned  to  black  roommates  j 
substantially  more  likely  to  endo 
affirmative  action  later  in  colleg 
Moreover,  white  sophomoi 
juniors  and  seniors  who  wt 
randomly  assigned  minor 
roommates  as  first-years  < 
more  likely  to  say  they  have  m< 
contact  with  and  interact  mc 
comfortably  with  minorities.  A 
they  are  just  as  likely  to  rem; 
close  with  a  black  roommate  p 
the  first  year  as  they  would  wit 
white  roommate. 
The  findings  should  buoy  supporters  of  the  Suprei 
Court's  recent  decision  upholding  affirmative  action,  by  lendi 
weight  to  the  argument  that  increased  contact  between  rac 
and  ethnic  groups  promotes  greater  understanding  and  emj 
thy,  especially  in  education.  We  found  no  evidence  to  suppi 
the  argument,  made  by  some  opponents  of  affirmative  acti< 
that  it  reinforces  negative  stereotypes  and  inflames  conflicts. 
That  same  bonding  phenomenon  occurred  in  econon 
areas,  too.  For  instance,  students  who  roomed  with  peers  fix 
low-income  families  are  more  likely  to  do  volunteer  work. 

One  tip  to  high-income  parents:  If  you  hate  paying  ste 
taxes,  try  to  get  your  kid  a  poorer  roommate.  Our  study  fou 
that  rather  than  instigating  class  warfare,  students  assign 
wealthier  roommates  gravitate  toward  the  opinions 
rich  kids — becoming  less  supportive  of  higher  taxes 
the  wealthy. 


ALEXANDER 


RIDA  A&M 


Questions  about  chemistry 

Questions  about  literature. 

Answers  to  our  future. 

Meet  one  thought-provoking  academic  competition.  With  64 
teams  of  the  brightest  students  from  Historically  Black  Colleges  and 
Universities  across  America.  The  Honda  Campus  All-Star  Challenge 
is  a  testament  to  the  contributions  made  by  these  schools  toward 
the  development  of  the  nations  future  leaders,  our  higher  education 
system  and  the  making  of  lifelong  friendships. 

Since  the  competition  began  in  1989,  Honda  has  awarded  major 
grants  to  the  outstanding  colleges  and  universities  these  hardworking 
students  represent.  And  every  year,  these  grants  are  used  to  enhance 
the  entire  college  experience  by  supporting  student  programs,  hiring 
faculty  and  upgrading  facilities.  The  final  equation?  Better  education 
that  leads  to  more  opportunity  More  opportunity  that  leads  to  better 
education.  A  winning  situation  in  which  everyone  comes  out  ahead. 


3  power  of  dreams: 


©2003  American  Honda  Mott    ;  a.ln  ration ,e  H.uda  Campus  AIIStarChallenge.visithonda.com. 
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Scott  Van  Valkenburgh 


CRM  ANALYTICS 

Bridging  the  Customer  Intelligence  Gap 


UMS1 


Gabrielle  Bedewi,  Ph 


h 


ho 


Understanding  and  retaining  customers  is  essential  in  today's  tight  economic  environment.  Yet  there  is  a  profound 
ference  between  simply  collecting  customer  data  and  achieving  true  customer  intelligence,  which  can  generate  a  mec 
five-year  ROI  of  112%,  according  to  IDC. 

Scores  of  leading  companies  are  tapping  into  this  lucrative  strategy  with  CRM  analytics,  providing  deep  insight  into  c 
tomer  behavior  to  effectively  design  and  drive  their  marketing  programs.  In  this  point-counterpoint,  two  top  experts  tr 
some  valuable  insights  on  making  CRM  analytics  work. 


»! 


Scott  Van  Valkenburgh  is  director  of  Solutions  Business 
Development,  Alliance  Development  Division,  at  SAS,  and  is 
a  recognized  leader  in  the  areas  of  customer  and  supplier  rela- 
tionship analytics. 

Gabrielle  Bedewi,  Ph.D.,  is  vice  president  of  Knowledge  Mining  for 
SIGMA  Marketing  Group  in  Rochester,  N.Y.  She  has  over  20  years 
of  teaching  and  business  experience  in  statistical  modeling,  analysis 
and  research. 

SVV:  CRM  analytics  is  hugely  important  for  sustaining 
competitive  advantage.  The  true  leaders  are  going  to  be  the  orga- 
nizations that  can  create  predictive  insights  around  their  most 
profitable  customers  and  the  services  and  products  that  they  can 
sell  to  them.  That's  going  to  change  the  competitive  landscape  of 
where  companies  are  today  and  where  they're  going  tomorrow. 

GB:  I  agree,  Scott.  And  what  facilitates  this  now  is  more 
competition  in  the  marketplace,  with  more  firms  finding  that  when 
they  have  that  competitive  intelligence  they  are  doing  better  and 
are  better  able  to  anticipate  customer  needs  while  optimizing  their 
marketing  budgets. 

SVV:  Yet  there  are  a  lot  of  vendors  today  who  are  now  incorporat- 
ing "analytics"  in  software  applications  that  truly  do  not  perform 
that  function.  It's  a  strong  challenge  for  corporate  customers  to 
understand  what  analytics  really  means  and  how  they  can  make 
an  investment  without  having  to  change  all  of  their  current 
infrastructure  or  applications. 

The  a  lot  of  vendors  incorporating  "ana- 

lytics" in  software  applications  that  truly  do 

not  perform  that  (unction.  —  Scot  Van  Valkenburgh 

GB:  And  finding  qualified  people  to  effectively  provide  these 
analytical  services  is  an  area  thai's  definitely  growing  in  importance. 
You  can  have  the  hardware  a,  id  tl  e  software,  but  you  still  need  to 
understand  the  business  domain. 


SW:  It's  a  continuous  education  process,  Gabrielle.  You  imp 
upon  your  previous  actions  and  learn  from  them,  historically  shot  W 
revenue  growth  over  time.  If  you're  not  doing  that,  then  I'm  not 
you're  taking  the  functionality  and  using  it  toward  the  best  busi 
process. 

GB:  No  quarrel  there,  Scott.  You're  not  going  to  be  able  to  ac« 
plish  everything  with  the  first  program  that  you  do.  Yet  you  < 
want  to  be  spending  too  much  time  before  showing  a  return  on 
investments.  So,  it's  always  good  to  take  actions  in  small  s 
developing  something  that  will  take  100  days  to  accomplish, 
then  the  return  that  you  get  from  that  you  invest  into  the  next 
dred  days.  You  need  to  show  the  return  at  every  point. 


You  can  have  the  hardware  and  the  soft 
ware,  but  you  still  need  to  understand 

the  business  domain.  —  Gabrielle  Bedewi,  Ph.D. 

SW:  You  also  need  to  make  sure  that  strategy  is  aligned 
supported  correctly  —  the  process  and  people  —  and  then  the 
nology  can  support  that.  Rolling  out  from  a  pilot  to  company 
efforts  definitely  takes  continued  support,  effective  training 
ongoing  success. 

GB:   An    incremental   pilot   approach   works   well.    In   toi 
environment,  there's  a  high  desire  to  have  a  quantitative  bus 
case  to  support  what  you're  doing  and  why.  People  feel  a  lot 
comfortable  going  to  the  leadership  of  the  firm  with  hard  date 
says  "this  worked"  and  here  are  the  results. 

SW:  Overall,  the  big  payoff  in  analytic  CRM  is  that  it  aligns  the 
resources  internally  to  allow  the  company  to  offer  the  right  n 
products  and  services  to  the  right  customers  at  the  right  time,  ai 
this  profitably! 

GB:  It  also  allows  the  firm  to  leverage  past  knowledge,  its  most 
able  asset.  If  you  do  that,  you'll  grow  more  revenue  with  your 
ing  clients  as  well  as  acquire  new  ones.  It  helps  you  stay  on  t 
dynamic  changes  in  the  marketplace. 


UNISYS 

Imagine  it.  Done. 


By  M^hael  Roney 


For  the  full  debate,  go  to 
www.unisys.com/experts/svvvsgb  or 
www.forbes.com/specialsections/unisys-crmanalytics.pl 


\/hen  Quest  Diagnostics 

hose  to  partner 

/ith  Unisys, 

ney  had  a  million  reasons. 


tare's  one. 


Systems  Integration. 

Outsourcing. 

Infrastructure. 

Server  Technology. 

Consulting. 

Imagine  it: 

Faster,  optimized  access  to  test  results, 
when  each  one  is  vital  to  doctor  and  patient  - 
through  an  IT  infrastructure  handling  over  250 
million  tests  a  year.  One  common,  unified 
help  desk  network  to  consolidate  all  mainte- 
ance  and  support  for  solutions  24/7. 

Done: 

Quest  Diagnostics  chose  Unisys  as  an 
outsourcing  partner  to  standardize  and 
manage  its  desktop  services  -  across 
more  than  1 ,000  patient  service  centers 
and  laboratories  with  over  10,000  desktop 
users.  The  Unisys  team  achieved  full 
mplementation  in  just  90  days,  reducing 
desktop  service  costs  by  1 1  %  -  to  help 
Quest  Diagnostics  deliver  on  speed, 
accuracy  and  growth. 

Infrastructure  support  with  precision  thinking, 
relentless  execution  to  drive  your  vision  forward. 

UMSYS 

Imagine  it.  Done. 

unisys.com     1 .800.874.8647  x373 

.  Corporation. 
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HP  Slips  Up 
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Next 
Battle  * 

Hewlett-Packard 
fixed  itself. 
Now  it  wants  to 
fix  your  company. 

'M3JHU  J^Pf. 

MICROSOFT 

XBOX  GRABS 

THE  ONLINE  LEAD 

GLAXO 

THE  DRUG  GIANTS 

TURNAROUND 

Cluel  E»eeulivu 
I  ;.r  ii"  inn  Fiorina 

$    Ml 

Hurting:  Hewlett-Packard  Chief  Carly  Fiorina. 

A  few  weeks  after  a  confident  Carleton  S. 
Fiorina  graced  our  cover,  Hewlett-Packard 
turned  in  a  disappointing  quarter  that 


Flashbacks 


80  YEARS  AGO  IN  FORBES 

LaWyer,  RefOrm  ThySelf  The  lawyers  of  America 
have  laid  their  heads  together  and  drawn  up  a  lot  of  proposed  re- 
forms—for  other  people.  The  unpleasant  truth  is  that  the  Ameri- 
can public  feel  that  no  class  needs  reforming  more  than  lawyers, 
particularly  many  of  the  shining  lights  of  the  profession.  The  man 
in  the  street  is  disgusted  with  both  the  lawyers  and  the  courts. 
He  will  tell  you  in  strong  language  that  soulless  corporations  have 
paitFfat  fees  to  lawyers,  not  for  being  told  how  to  live  up  to  laws, 
but  totebe  shown  how  to  do  things  regardless  of  laws,.  And  the  fact 
is  that  there  has  toopn  ground  for  the'  growth-of  this  belief. 

20  YEARS  AGO  IN  FORBES 


knocked  the  stock  back  10%.  This  doesn't 
help  the  HP  chiefs  plan  to  overrun  the  „ 
likes  of  Dell  Computer  as  she  battles  IBM. 
The  big  culprit  was  personal  computer 
sales.  Dell,  by  contrast,  recently 
turned  in  a  strong  quarter.  Also,  HP's 
PC  business  mismanaged  pricing  and 
shipping.  That  has  to  hurt,  since  Fio- 
rina &  Co.  trumpet  how  much  HP's 
two-year-old  merger  with  Compaq 
Computer  taught  them  about  man- 
aging their  supply  chain. 

"This  was  self-inflicted,"  admits 
Jeff  J.  Clarke,  HP's  executive  vice 
president  for  global  operations,  who 
says  HP  failed  to  raise  PC  prices  fast 
enough  to  keep  pace  with  compo- 
nents like  computer  memory.  De- 
mand for  flat-panel  computer 
screens  shot  up,  and  HP  had  to  pay 
expensive  airfreight  to  meet  its  retail 
market.  Dell,  with  its  direct-sales 
model,  didn't  have  those  problems, 
and  the  day  after  HP's  announce- 
ment it  said  it  would  cut  prices  of  busi- 
ness computers  by  up  to  22%. 

Other  pieces  of  HP's  third-quarter 


picture,  such  as  in  printers,  weren'j 
dark.  The  best  performance  was  in  J 
vices  consulting,  where  Fiorina  plana 
take  on  IBM.  — Quentin  Ha\ 

APRIL  14,  2003 

Love  and  War 

Now  that  Viagra  competitor  Levitra 
won  U.S.  government  approval,  the  n 
keting  battle  over  the  erectile-dysfunct 
market  is  revving  up.  Within  days  of  Ix 
tra's  approval,  joint  vendors  Bayer  AG  ; 
GlaxoSmithKline  unleashed  their  U.S.  s 
force,  calling  on  doctors  and  running  i 
directly  to  consumers.  That's  on  top  ol 
already-announced  three-year  sponsors 
deal  with  the  National  Football  League 
a  contract  with  former  NFL  coach  W. 
Ditka.  Levitra's  sales  pitch:  It  acts  mi 
quickly  than  Viagra. 

The  makers  of  rival  impotence  di 
Cialis,  Eli  Lilly  and  Icos,  also  put  togetft 
three-year  sponsorship  deal  since  our  sti 
ran,  with  the  PGA  Tour's  Western  Open 
tournament.  Lilly  and  Icos,  which  expe 
regulatory  decision  by  year's  end,  cl; 


enormous  40%  in  dollar  value. 

In  August  Sotheby's  announced  that  war  worries  and  a  conse 
quent  slowdown  in  spring  consignments  had  pushed  its  second 
quarter  net  down  26%. 

15  YEARS  AGO  IN  F0RBE 


Hasta  la  Vista,  Li 


Going,  Going,  Gon 


(Jtheby's  is%hr.inking  and  losing 
money.  It  has  been  said  of  its  management:  They  are  businessmen 
who  try  so  hard  to  be  gentlemen  I  up&eirig  neither.  In 

the  past  year,  there  have  been  mini  offs;  management 

shakeups  and  closing  of  facilities.  And,  nJBB^  horrors,  du 
the  recent  fall  auction  season  Christie's^B|&nu'mb.er  two  to 
Sotheby's,  actmBj^gaveled  down  more  sal§M|j:|d-wide— $137 
million  to  SothMp£$l3l  million  A  rn'ere  $7  (Hmjjihprease  over 
the  year  before^WChristii  <>theb$JKBfosJdropped:  an 
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riddld  Id  Vlald,  LIUCICUO  Fortunately  for  the  po 

__  m  litical  process  in  the  U.S.,  the  left  hasn' 

managed  to  monopolize  the  money 
raising  and  attention-getting  value  o 
show  business  celebrities.  Arnoli 
Schwarzenegger,  Charlton  Heston  am 
others  stand  ready  to  mobilize  behim 
the  Republican  candidate  after  the  con 
vention.  Taking  a  break  from  makin: 
$6  million  playing  a  Soviet  cop  chasm; 
i  criminals  in  Red  Heat,  Schwarzenegge 
I  talks  politics  with  FORBES:  "When  I  cairn 
'  to  Hollywood  19  years  ago,  people  toll 
me  I'd  never  get  work  if  I  was  conservative.  I  was  told,  'You  ough 
to  be  a  liberal  to  make  it  because  everybody  on  top  is  a  liberal 
Now  people  come  up  to  me  at  parties  and  whisper,  You  know,  In 
a  conservative,  too.'" 


MY  LONG-TERM 
GAME  PLAN 
FOB  THE 
SHORT-TERM 
WORLD. 


The  market  is  volatile.  Consumer  confidence  is  fickle.  And  you've  got  a  business  to  run.  Clearly,  you  need 
business  s\  stems  that  help  you  plan  accordingly.  SAP  has  more  than  30  years'  experience  helping  companies  run 
more  efficiently,  with  everything  from  analytical  tools  that  help  you  take  decisive  action  to  an  open  e-business 
platform  that  helps  you  get  mine  value  out  of  the  systems  you've  already  invested  in.  So  no  matter  what  size 
company  you  are.  we  have  a  long-term  plan  for  you.  Visit  sap.com  or  call  us  at  800  880  1727 

THE  BEST-RUN  BUSINESSES  RUN  SAP 


§  2003  SAP  AG.  SAP  and  the  S 
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their  drug  lasts  36  hours. 

Viagra-maker  Pfizer  is  reaching  out  to 
the  media  in  response  to  the  competition, 
calling  publications  like  Time  and  News- 
week and  offering  up  marketers  like  U.S. 
brand  manager  Janice  Lipsky.  For  now, 
Pfizer  says  it  is  sticking  with  its  marketing 
budget,  which  includes  sponsorship  of 
Major  League  Baseball.         — Allison  Fass 

JULY  22.  2002 

Whitman's  Sampler 

A  year  ago  FORBES  described  Ebay  as 
coming  to  a  critical  juncture  in  its  short 
life.  To  grow,  we  wrote,  the  online  auc- 
tioneer had  to  reach  beyond  small-time 
merchants,  without  abandoning  them. 
Now,  it  looks  like  Ebay  has  plenty  of 
growth  left  even  without  going  beyond 
those  small  merchants.  Second-quarter 


Growing  online  auction  empire:  Ebay  Chief 
Margaret  C.  Whitman. 

sales  nearly  doubled  to  $509  million  and 
profit  rose  69%  to  $92  million.  The  most 
robust  growth  is  overseas,  where  business 
was  up  146%  in  the  second  quarter  to 
$155  million.  Thirty-eight  percent  of 
Ebay's  transaction  revenue  now  comes 
from  outside  the  U.S. 

le  efforts,  little  has 
materiali;  d  in  th  last  year.  Its  long- 
promised  TV  I  v  Today,  has  yet  to 
reach  the  air.  Bran  plans,  like 
Ebay  books  an<  I  an  El  ii  ie,  are  on 
the  back  burner.  !  mpany's 
push  to  convince  large  nd  com- 
puter makers  to  sell  then  i  i  Ebay, 
that  business  remains  at  only  al 
Ebay's  sales,  the  same  as  a  year  ag 

—  Dirk 


What's  better  than  the  millions  you'll 
technology?  The  fact  that  we'll  guararfc 
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our  new  building    www,  ntrols.com 

us  online  or  call  us  at  1-414-524-4262. 
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Wal-Mart  of  the  Sky 

A  year  ago  we  ticked  off  the  challenges 
facing  Southwest  Airlines'  new  chief, 
James  Parker:  lackluster  travel  market, 
brewing  union  troubles,  rising  costs.  So 
far,  the  discount  carrier  has  vanquished 
most  of  them.  In  May  Southwest  became 
the  first  low- fare  airline  to  carry  the  most 
domestic  passengers  (6.5  million),  ac- 
cording to  the  U.S.  Department  of 
Transportation.  Second-quarter  profits 
rose  23%  to  $103  million,  excluding  one- 
time items. 

Shortly  after  our  piece,  Parker  con- 
vinced pilots  to  renew  their  contract  two 
years  early.  He  faces  a  tougher  challenge 
with  the  flight  attendants.  They  were 
picketing  airports  in  August  to  protest 
what  they  call  unfair  terms. 

— Daniel  Fisher 

FEBRUARY  5.  2001 

Cranberry  Cartel 

If  Ocean  Spray  were  an  ordinary  corpo- 
ration, it  would  have  been  sold  years  ago, 
as  we  pointed  out  in  early  2001.  But 
North  America's  largest  producer  of 
cranberry  juices  is  an  agricultural  cooper- 
ative that  requires  any  sale  to  meet  the  ap- 
proval of  75%  of  its  925  owner-growers. 
In  February  they  rejected  an  estimated 
$800  million  bid  from  competitor  North- 
land Cranberries.  The  next  month  they 
voted  to  replace  the  entire  board,  and  in 
June  they  named  a  new  chief  executive. 
Meanwhile,  sales,  which  peaked  at  $1.4 
billion  in  1998,  remain  flat  at  around 
$1.29  billion,  while  net  proceeds,  which 
are  distributed  to  farmer-members,  im- 
proved to  $115  million,  still  off  signifi- 
cantly from  their  1998  peak. 

In  August  three  publications  re- 
ported that  Ocean  Spray  had  hired  Mor- 
gan Stanley  to  look  for  suitors.  But  the 
company  called  the  speculation  "incor- 
rect," insisting  that  Ocean  Spray  is  in- 
volved in  a  "long-term  process"  of  ex- 
ploring options.  Without  Ocean  Spray's 
growers,  competitors  like  PepsiCo's 
Tropicana  can't  mount  a  sizable  cran- 
berry challenge.  The  cartel  continues. 

— Luisa  KroII 
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..e  country"s^rifliora-dollar  power  system  would  be 
(jmmensely^riore  valuable  if  we  could  find  a  way  to  spend 
'  a^fe'w  billion  on  intelligence  for  the  network. 

BY  PETER  HUBER  AND  MARK  MILLS 
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THE  BLACKG'JT,  BY  7    E  NUMBERS 

BY  EMILY  LAMBERT  AND  r-     ^HAEL  MAIELLO 

/O    Fraction  of  e-mail  s    , '  on  the  seconr  d .  y  of  bid :  kout 
restored.  %0*0  /O 
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that  was  spam.  It  jumped  back  to  0-     ^%  O  /  after  power 
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Number  of  times  the  phrase 
Canada,"  a  reference  to  the  South  Park  r 
was  used  in  blackout  news  stories. 


Number 
where  people  referred  1 
nation's  electrical  grid  < 
"antiquated." 
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long  series  otytn^  failures  and  plant  shutdowns  intiQ£tl\ern 

Ohio,  near  Cleveland  The  final  Elapse  took  nine^econds  to 

untold — a  long  time,  in  the  power  business.  ThisjK  excellent 
vs — we  kmiv^-now  to  fix  such  prbblems,  and  relatively  cheaply 
"wt.  Th&grid  does  need  more  \xpensive  work^too.  But  first 

^JwsifTo  stop  blackouts  like  this-Ust  ontkjuid  bits. 

4»  instant  pundits  were  too  quick  tVy^Jfnt  out  last  week, 
jstment  in  grid  assets  has  declined  steadily  in  recent  decades, 
ile  electricity  demand  has  risen.  Tangled  regulatory  reasons 

to  blame,  and  new  investment  in  grid  hardware  is  now 
gently  needed.  But  the  grid  was  not,  in  fact,  particularly 

Nscd  on  Aug.  1 4.  New  power  plants  and  transmission  lines 
ibably  would  not  have  averted  this  particular  blackout. 

Put  aside  the  big  plants  that  generate  the  power.  The  expen- 
:  parts  of  the  grid  itself  are  the  wires — some  680,000  miles  of 
nsmission  backbone  and  another  2.5  million  miles  of  wires  for 
al  distribution.  Because  they're  so  long,  and  carry  so  much 
rent,  they  store  huge  amounts  of  energy  in  the  magnetic  fields 
t  surround  them.  When  loads  or  supplies  change  quickly,  this 
ctrical  inertia  sends  rogue  power  sloshing  up  and  down  the 
tern,  like  waves  in  a  bathtub  that  move  water  independently  of 

faucet  and  drain.  Grid  engineers  call  this  "reactive"  power — 

wires  appear  to  contain  malignant  generators  of  their  own. 

Engineers  maintain  and  restore  order,  if  they  can,  at  "inter- 
s' and  "substations."  These  switching  points  can  flatten  out 
at  least  isolate  the  waves,  by  routing  power  in  and  out  of  dif- 
ent  lines  and  through  huge  transformers  and  capacitors. 
gh-power  switches  thus  add  order  to  the  grid  much  as  micro- 
>pic  gates  add  logic  to  a  Pentium. 

The  grid's  "supervisory  control  and  data  acquisition" 
.kI\)  networks  nunc  the  bits  that  control  the  power.  Sensors 
J  dedicated  communications  links  feed  information  about 
.-  state  of  the  grid  to  regional  transmission  authorities  and 
litv  control  centers,  and  the  latter  control  the  switches.  With 
il-time  access  to  Scada  networks  in  Ohio,  utilities  across  the 
>rtheast  could,  in  principle,  have  seen  the  problem  coming, 
d  activated  protective  switches  before  the  giant  wave  swept 
-.t  to  overpower  them. 

But  utility  Scada  networks  have  evolved  piecemeal  over 
ic  decades,  and  regulators  have  recently  pushed  the  physi- 
al  interconnection  of  power  lines  far  out  ahead  of  the  inter- 
connection of  the  data  networks,  and  the  deployment  of 

software  systems  to  provide  automated  monitoring  and 

\ control.  As  currently  engineered,  the  grid  moves 
.     megawatts  of  power  much  farther  and  faster  than  fa 


•noves  megabits  of  vital  information. 

This  creates  a  relatively  cheap  opportunity  for  fairly  quick 
improvement.  Scada  hardware  and  engineering  services— pro- 
vided by  GE,  Siemens,  Schneider  Electric,  Rockwell  Automation 
and  dozens  of  smaller  vendors — generate  some  $3  billion  per 
year  in  global  revenues — pocket  change  compared  with  what's 
spent  on  the  physical  networks  that  Scada  networks  control. 
"Advances  in  Scada,  telecom  and  computing  provide  us  now 
with  significant  opportunities  for  technology  solutions  to  man- 
age the  grid  more  reliably,"  says  Van  Wardlaw,  vice  president  of 
Electric  Systems  Operations  at  the  Tennessee  Valley  Authority. 
"They  offer  us  some  unique  solutions  that  were  not  even  avail- 
able to  use  five  or  ten  years  ago." 

Control  networks  have  their  vulnerabilities,  too,  of  course. 
Utility  Scada  systems  have  reportedly  been  probed  by  al  Qaeda 
terrorists,  and  cyberattacks  against  these  systems  have  certainly 
been  multiplying  rapidly.  Scada  systems  "have  generally  been 
designed  and  installed  with  little  attention  to  security"  and  are 
"highly  vulnerable  to  cyberattack,"  concludes  a  recent  report  by 
Sandia  National  Labs,  the  federal  entity  in  charge  of  promoting 
Scada  security.  "(S]ecurity  implementations  are,  in  many  cases, 
nonexistent  or  based  on  false  premises."  But  keeping  the  grid's 
control  networks  disconnected  and  comparatively  stupid  only 
increases  the  vulnerability  of  the  physical  assets,  which  are  far 
harder  to  protect. 

Scada  networks  need  more  and  better  instrumentation,  too, 
and  much  more  advanced  software  for  automated  control.  At 
present,  the  grid  has  far  too  few  sensors  to  monitor  current, 
voltage  and  line  temperature  in  real  time,  along  with  the  status 
of  capacitors,  transformer  oil,  insulators,  switch  contacts  and 
hundreds  of  other  variables  needed  to  provide  effective 
advance  warning  of  meltdowns.  On-site  power  networks  in 
many  factories  are  monitored  far  more  closely,  and  make  much 
more  sophisticated  use  of  predictive  failure  algorithms. 

Then,  finally,  the  grid  needs  more  and  better  strategically 
placed  gates.  Roughly  speaking,  each  utility,  at  present,  is 
expected  to  protect  all  its  neighbors  from  faults  on  its  own 
grid.  But  with  real-time  access  to  regional  information,  utilities 
could  and  would  take  steps  to  protect  their  own  grids  from 
problems  unfolding  elsewhere. 

Almost  all  the  grid's  logic  is  currently  provided  by  electro- 
mechanical switches.  Ultrahigh-power  silicon  switches  manufac- 
tured by  companies  like  International  Rectifier,  Fairchild  Semi- 
conductor and  Powerex  (a  GE-Mitsubishi  joint  venture)  can  now 
control  power  flows  much  faster,  more  precisely  and  more  reli- 
ably.,;Cyberex  (a  Danaher  business)  and  GE-Zenith  Controls,  for 
exatrf||e,  now  build  truck-size  cabinets  containing  arrays  of  solid- 


f~W    Number  of 
indmills  that  would 
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Number  of 
New  Yorkers  complaining  to 
doctors  about  diarrhea  the 
day  after— up  from 
normally. 


500 


Number  of  clock  towers  estimated  to  need 
resetting  after  the  blackout;  ^%  ^^  need  extensive  repairs. 

4a4Hll        I  OH    People  who  lost 
power  in  Georgia  after  the  lights  came  on  in  the  Northeast. 
(That's  the  Republic  of  Georgia,  on  the  Black  Sea.) 

Sources:  Lloyd  Larish;  American  Wind  Energy  Association;  Factiva;  Interfax 
Information  Services;  SpamCon  Foundation;  NYC  Department  of  Health. 
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state  switches  that  can 
handle  from  several  kilo- 
watts to  as  much  as  35 
megawatts.  These  sys- 
tems already  play  key 
roles  in  securing  power 
supplies  at  military  bases, 
airport  control  hubs  and 
data  and  telecom  centers. 
At  ultrahigh-power  lev- 
els— up  to  100  mega- 
watts— enormous  cus- 
tom-built arrays  of 
solid-state  switches  are 
now  being  used  to  inter- 
connect and  isolate  high- 
power  transmission  lines 
at  about  50  grid-level  interconnection 
points  worldwide. 


Demand  for  electricity  has  risen 
steadily  while  investment  in 
transmission  capacity  has  fallen. 
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Sources:  Edison  Electric  Institute; 
U.S.  Department  of  Energy. 


deployed  80  gigawatts 
of  generating  capac-^ 
ity — about  10%  of 
the  capacity  that 
lights  the  grid— to 
back  up  (or  substitute 
for)  grid  power. 
Another  3%  to  5%  of 
the  public  grid's 
capacity  is  backed  up 
by  arrays  of  batteries 
(and  ancillary  elec- 
tronics) that  cushion 
delicate  equipment 
from  electrical  blips 
and  supply  power 
during  blackouts 
ranging  from  minutes  to  hours.  The  big- 
ger backup  systems  are  controlled  by 
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Meanwhile,  the  private  sector  has      local-area  Scada  networks  of  their  own, 


as  are  all  the  electrically  powered  purl 
and  valves  that  control  pipelines  <| 
industrial  plants.  New  links  between  I 
private  and  public  power-control  ill 
works  would  make  it  easier  for  prhl 
equipment  to  help  relieve  the  pressl 
when  the  public  grid  gets  dangeroi| 
overloaded. 

With  advanced  control  software,  inl 
connected  data  networks  and  high-spJ 
high-power  switches  at  key  locations,! 
grid  can  become  as  smart  as  it  is  powel 
Power  suppliers  know  where  to  put  I 
software  and  the  switches.  Will  the]! 
given  the  economic  incentive  to  do  so: 

Peter  Huber,  a  senior  fellow  at  the  Manhjl 
Institute  for  Policy  Research  is,  along  with  l| 
Mills,  a  partner  in  the  Digital  Power  Group, 
are  the  authors,  most  recently,  of  "Critical  Po 
(August  2003,  www.digitalpowergroup.com)  | 


Rate  Jitters 


A  few  banks  have  taken  a  hit  on  their  mortgage 
bonds  now  to  avoid  a  bigger  one  later.  The  more 
popular  strategy:  Pray  |  by  Bernard  condon 


THE  TIMING  WAS  NEAR  PERFECT.  ON  JUNE  24  NORTH  FORK 
Bancorp  announced  it  had  begun  selling  an  astounding 
12%  of  its  assets,  mostly  securities  backed  by  mortgages, 
in  the  belief  that  interest  rates  would  continue  to  climb  and 
really  hammer  these  securities.  Sure  enough,  yields  on  bench- 
mark ten-year  Treasurys  rose  nearly  as  fast  over  the  next  two 
months  as  they  did  in  the  infamous  run-up  of  1994.  Mortgage 
paper  got  slammed. 

Now  the  question  on  everyone's  lips:  When  will  all  the  other 
banks  unload — and  if  rates  keep  climbing,  can  they  avoid  a  rush 
to  the  door? 

Scrutiny  has  fallen  on  those  that  have  bought  the  most 
recently,  including  Hibernia,  which  expanded  its  mortgage  secu- 
rities portfolio  53%  in  the  year  through  March;  City  National, 
up  45%;  and  UnionBanCal,  up  21%.  The  perennial  attention- 
grabber:  Commerce  Bancorp  of  New  Jersey,  whose  holdings  are 
up  56%  and  now  represent  46%  of  ass( 

All  the  banks  say  they  foresee  no  problem  with  their  mort- 
gage bonds.  They  say  their  strong  deposit  growth  provides  low- 
cost  funding  that  will  protect  them    iou     rates  continue  to  rise. 

Banks  are  hoping  the  spike  in  ites  was,  as  Fannie  Mae 
Chief  Franklin  Raines  put  it,  "a  hui  >rm" — mean- 

ing it  isn't  likely  to  occur  again  soon  adyorrise 

slowly,  they'll  be  able  to  run  then  ge  I        Is  off  the 

books  slowly  without  spooking  the  market 
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But  a  new  jump  in  rates  could  be  hazardous.  More  ho 
owners  will  stop  refinancing,  and  low-yielding  securities  ba 
by  their  mortgages  could  be  stuck  at  banks  for  years  while 
interest  the  banks  pay  on  money  they  borrow  climbs  hig 
squeezing  profits.  If  rates  went  up  far  enough,  long  enoi 
some  banks  would  be  in  the  red. 

Banks  waiting  to  sell  the  bonds  also  may  end  up  unlj 
ing  along  with  everyone  else,  n 
ing  losses  worse.  Commei 
banks  have  sold  only  3%  of  t 
massive  $765  billion  holding 
these  dicey  securities  since 
beginning  of  July. 

Most  worrisome,  $300  billic 
so — or  40%  of  the  total  be 
held — are  backed  by  fixed 
mortgages  of  greater  than  1 5  y 
estimates  Adam  Compton 
Dresdner  RCM  Global  Inves 
Banks  planning  to  get  rid  of 
"nuclear  waste"  this  year,  he  fig 
will  give  up  as  much  as  $9  billic 
their  aftertax  earnings,  10%  o) 
year's  total  profits. 

Investors  seemed  to  ackn 
edge  the  interest-rate  dang< 
their  reaction  to  the  North  '. 
statement.  Analysts  cut  their  e 
ings  estimates  for  the  year  15  c 
to  $2.56  a  share.  That  day  the  $ 
rose  7%  anyway.  Better  to  be 
to  sell  than  dead  last. 
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>eriences  are  the  true  measure  of  wealth. 


openfrench  restaurant 


retirement 


new  house; 
great  kitchen 


master  the 
souffle 


make  VP 


promotion; 
fremhfood  every  night 


morning  after 
retirement  party 


Wth-anniversary 
dinner  at  benri  s 


promotion 


long  hours; 
french fries  every  night 


MARSICO 

FUNDS* 

ping  you  appreciate  life 


■  .       '  -  ,-,  ,  'I'll  r-  111 

.•-; :  Vpiffi "it  comes  to  investing,  we  at  the  Marsico  Funds  believe  that  what  grows 

>?  bylffae  yoUr' portfolio  is  what  matters  most.  Our  inspired  approach  to  investing 

and  dedication  to  discipline  may  help  you  achieve  your  hopes  and  dreams.  It's 

an/approach  that  we  believe  in — enough  to  invest  in  our  funds  right  along  with 

yov  Because  we  too  have  hopes  and  dreams.  For  more  complete  information 

Marsico  bunds,  including  fees  and  expenses,  call  888-860-8686  or  visit 

arsicoi  unds.ee >in  for  a  prospectus.  Please  read  it  carefully  before  investing. 

!■■■•■ 
H|  fund  inviting  involves  risks,  including  the  possible  loss  of  principal. 


-V     J, 


)i  Marsico  Capital  Management,  LLC.    UMB  Distribution  Services,  LLC,  Distributor. 
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SWEAT  EQUITY 

It  may  be  best  known  for  smoothing 
wrinkles  among  the  vain  (and  well- 
heeled),  but  Botox  is  gaining  popular- 
ity for  a  little-known  off-label  use: 
reducing  the  sweats.  When  injected 
into  the  palms — or  feet  or  armpits — 


Botox  halts  the  triggering  of  sweat 
glands.  Good  news  for  fashionistas 
and  celebs,  but  it's  appealing  to 
another  group:  image-conscious 
executives  seeking  a  more  board- 
room-appropriate handshake. 

"I'm  in  sales — I  have  to  shake 
hands,"  says  the  president  of  a  St. 
Louis  wholesaling  business  whose 
sweating  got  so  bad  that  he  closed 
deals  over  the  phone.  He  pays  $500  to 
get  annual  injections  in  his  right  hand, 
and  presses  the  flesh  in  person. 

Dee  Anna  Glaser,  M.D.,  an 
associate  professor  of  dermatology  at 
St.  Louis  University,  has  seen  her 
patient  list  double  in  the  past  two 
years,  many  of  them  execs.  "[Excessive 
sweating]  implies  that  they're  hiding 
something,"  she  says. 

Allergan,  the  company  that  turned 
Botox  from  a  drug  to  treat  muscle 
spasms  into  a  $550  million  vanity 
franchise,  wants  in.  In  July,  it  filed  for 
FDA  approval  to  market  Botox  as  a 
sweat  reducer. 

But  schvitzing  execs,  tal  'he 

injections — 40  to  50  in  iach  palm — 
can  cause  temporal 
in  the  muscle  pad  under       thi 

Which  is  worse  boardi 
etiquette — a  clammy  ban 


wimpy  oner 


— Leigh i 
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Betting  on  Bernard 

With  Loral  in  bankruptcy  and  buyout  offers  flying,  can  its  chii 
executive  survive?  Don't  count  him  out  yet  |  by  daniel  krugef 

BERNARD  L.  SCHWARTZ,  THE  77- 
year-old  chief  of  Loral  Space  & 
Communications,  has  been  left  for 
dead  plenty  of  times.  Among  his  "fatal" 
bets:  investing  heavily  in  defense  after 
taking  over  Loral  in  1972,  just  when  the 
Vietnam  war  was  winding  down  (a  great 
gamble);  acquiring  satellite  assets  in 
1990  (good  move);  selling  off  most  mil- 
itary businesses  to  Lockheed  Martin  in 
1996  (smart  then,  dumb  now);  and 
investing  $1.3  billion  in  satellite  phone 
network  Globalstar  (a  disaster). 

In  mid-July,  when  Loral  filed  for 
protection  from  creditors  under  Chap- 
ter 1 1  of  the  bankruptcy  code,  industry 
experts  predicted  liquidation  for  the 


company — so  said  the  New  York  Tim 
And  now  that  satellite  rival  EchoS 
Communications  Corp.  has  express 
interest  in  bidding  for  Loral,  word 
Schwartz  can't  possibly  survive. 

Not  so  fast.  Schwartz  regards  t 
$1.5  billion  offer  by  EchoStar  mainly 
a  vote  of  confidence.  "It's  a  demonst 
tion  to  the  bondholders  that  ther 
something  of  great  value  here,"  he  sa 
Which  is  nice  when  you  owe  your  en 
itors  $2  billion  and  your  bonds  are  tr 
ing  at  27  cents  to  62  cents  on  the  doll 
Besides,  Schwartz  has  another  offer 
the  table:  $1  billion  from  EchoStar  rr 
Intelsat,  which  wants  Loral's  six  Noi 
American  satellites  and  has  agreed 


AMSUN 


ie  world's  fastest-moving  brand  is  still  on  the  move. 


world*  Samsung  mobil  , 
rywhere  more  involving,  more 
|a,  we  owe  a  great  deal  of  our 
nope  our  past  achievements  f 

p  Samsung  Electronics  Co.  Ltd.  ,'S<, .. 


oe  again  Samsung  has  been  ranked  as  the  fastest-growing  brand  in 

i«nel  televisions  and  household  electronics  are  giving  people 

periences.  Although  our  technology  has  led  the  charge  in  this 

support  of  our  customers.  Moving  forward,  *\ 

"V  SAMSUNG  D1GIW 

greatthingstocome.www.samsung.com    everyone's  invited 

r/irrterbrapd  Annual  Ranking  of  the  World's  Most  Valuable  Brands,  Aug.  4,  2003. 


front 

place  an  order  for  a  new  bird  from  what 
would  remain  of  Schwartz's  company. 

Bidding  war,  anyone? 

Schwartz  is  pretty  confident  he  can 
emerge  from  bankruptcy,  pay  off  his 
debts  and  stay  at  the  helm.  At  first  blush, 
that  sounds  crazy.  Loral's  market  cap  has 
plunged  from  $3  billion  in  early  1997  to 
just  $10  million  today,  making  his  stake 
worth  all  of  $180,000.  Loral,  which 
makes  and  runs  satellites  for  broadcast 
and  cable,  had  bet  on  surging  demand 
that  collapsed  in  the  market  crash.  The 
company  hasn't  had  any  new  satellite 
orders  for  20  months;  in  that  time  its 
cash  has  trickled  away  to  a  current  $66 
million  from  $394  million  at  the  start  of 
2001.  That  kind  of  drain  is  sustainable 
only  for  so  long,  what  with  annual  inter- 
est expenses  of  $77  million  and  preferred 
dividend  payments  of  $89  million.  A 
public  offering  is  out  of  the  question: 
Since  it  was  delisted  by  the  NYSE  this 
summer,  Loral  shares  have  traded  over- 
the-counter  at  22  cents  or  so. 

So  what's  the  upside?  That  offer 


93,000 


from  Intelsat.  The 
cash  would  be  enough 
to  retire  Loral's  $959 
million  in  bank  debt, 
leaving  Schwartz  to 
tussle  with  bond- 
holders. It  also  repre- 
sents a  floor  for  other 
potential  bids  for 
North  American  satel- 
lites. And  while  it's 
still  early  in  the 
Chapter  11  process, 
the  creditors  com- 
mittee appears  to 
have  gotten  behind 
the  offer;  the  whole 
business  could  be  done  by  the  end  of 
October.  "I  think  it's  a  viable  business," 
says  Phelps  Hoyt,  an  analyst  at  KDP 
Investment  Advisors. 

Despite  the  drought  in  the  satellite 
business — Boeing  and  Lockheed  Martin 
are  hurting,  even  on  the  defense  side — 
Schwartz  still  thinks  he  can  get  three  or 
four  new  orders  a  year.  At  $250  million  a 


By  the  Numbers 


Getting  satellites  into  the  sky  may 
be  the  easiest  pari  of  the  business 


XZ  /O  Share  of  the  800  satellites 
now  in  orbit  that  need  to  be 
replaced  in  the  next  five  years. 


$3.6  billiOn  Amount  Loral 
has  lost  since  1998. 


30,UUU  Number  of 

subscribers  with  Globalstar 
phones.  AT&T  Wireless  has 
21.5  million  subscribers. 


Sources:  Companies;  Satellite  Broadcasting  &  Communications 


pop  (including  lauij 
and  insurance),  Lg 
could  actually  tun 
profit.  "You're  i 
going  to  see  the  h 
day  of  the  199 
when  a  helluva  lot 
stuff  was  thrown 
on  speculation,"  s; 
Intelsat  Chief  Con| 
L.  Kullman.  But  soi 
15  to  20  satellites  v 
need  replacing  in  et 
of  the  next  five  year 
By  that  time,  say 
banker  familiar  w 
the  satellite  industd 
will  probably  shrink  to  three  players  fni 
the  current  five.  Will  Loral  and  its  ch 
be  among  them?  Schwartz  is  "one  of  I 
most  driven  and  smartest  guys  in  this  1 
of  business,"  says  Kullman.  Certainly  h<! 
a  survivor,  holding  on  as  Loral  has  wit 
ered.  Regrets?  Says  he:  "I  don't  feel  gui 
or  sorrowful  about  anything  we  did — j 
didn't  do." 


ANTITERRORISM  SEAL  OF  APPROVAL 


Suddenly  everybody  seems  to  be  making  antiterrorism  products.  Or  so  they  say. 
Starting  this  fall  the  new  Department  of  Homeland  Security  will  begin  certifying 
products  and  services  as  "qualified  antiterrorism  technologies."  Certified  products 
will  enjoy  protection  from  liability  suits— similar  to  the  protection  defense  contrac- 
tors can  get— when  they  are  used  by  DHS  agencies  or  by  other  state  or  local  employ- 
ees fighting  terrorist  acts.  Even  better,  this  good  homeland-keeping  seal  of  approval 
could  also  provide  some  defense  in  private  tort  suits. 

Now  an  estimated  3,500  businesses  are  lining  up  to  get  certified,  some  with 
products  that  seem  tenuously  connected  to  antiterrorism.  A  few  examples. 

— Matthew  Swibel 
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/e  can  jump  for  joy  at  any  age.  Because  with  advances  in  medical 
sciences  today,  millions  of  people  live  longer,  happier  lives  with  early 

sis  and  treatment  for  illnesses  that  were  once  incurable.  Hitachi's 
role  in  medical  and  life  sciences  has  resulted  in  imaging  systems  such 

i  MRIs,  diagnosis  and  analytic  equipment  like  electron  microscopes  and 

rough  cancer  diagnosis  and  thft£$$/E&ch,  is  a  confirmation  of  our 


nat  technology  must  never  be  ft 
benefit  of  all.  As  an  innov 
iy,  Hitachi  touches  your  life 
vVeb  and  see  technology  in  i 


;sake,  but 
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Paid  to  Picket 

Antichurch  protesters  get  a 
little  help  from  their  (lawyer) 
friends  I  by  daniel  lyons 


MIDST  THE  CATHOLIC  CLERGY  SEX 
abuse  scandal,  a  raft  of  advocacy 

■  groups  works  nonstop,  with  ral- 
lies, press  conferences  and  conventions, 
to  crank  up  the  rage  machine.  Some 
attack  the  settlement  of  $55  million 
reportedly  offered  by  the  Boston  arch- 
diocese to  settle  542  claims,  arguing  this 
isn't  about  money — and  that,  urn,  they 
want  more  of  it. 

Which  raises  a  question:  Who  is  fund- 
ing these  groups?  In  some  cases  the  cash 
comes  from  the  same  plaintiff  lawyers 
who  stand  to  reap  windfalls  in  clergy  set- 
tlements. "There  has  been  an  incestuous 
relationship  between  victim  lawyers  and 
victim  groups  for  some  time,"  says 
William  Donohue,  president  of  the  New 
York-based  Catholic  League  for  Religious 
and  Civil  Rights.  "It's  a  bad  stew." 

Even  some  groups  agree.  Survivors 
First,  a  Boston  group,  refuses  to  take 
money  from  plaintiff  lawyers.  "I  would 
hate  to  be  seen  as  a  lead  generator  for 
plaintiff  lawyers,"  says  Paul  Baier,  the 
group's  founder. 
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Symbiotic  alliance:  Plaintiff  Steven  Sanchez  with  attorneys 
Jeffrey  Anderson  and  Laurence  Drivon  announcing  lawsuit 
against  Los  Angeles  Roman  Catholic  Archdiocese. 


Yet  the  largest  national  group,  Snap 
(Survivors  Network  of  those  Abused  by 
Priests),  with  4,600  members,  lists  as  its 
number  one  donor  Laurence  E.  Drivon. 
The  Stockton,  Calif,  lawyer,  who  repre- 
sents 320  plaintiffs  in  clergy  cases,  donated 
$20,000  last  year.  Another  big  Snap  donor: 
Jeffrey  Anderson,  a  lawyer  in  St.  Paul, 
Minn,  who  has  250  clergy  cases  pending; 
he  donated  $10,000,  according  to  Snap's 
IRS  filing.  Anderson  says  he  has  since 
$20,000   more   and  pledged 
another  $30,000  matching  grant  for  2003. 
o  3,000-member  Linkup  lists  as  its 
lo        in  Oregon  plaintiff  lawyer 
cases  pending  and  last 
e  a  $1 00.000  joint  donation  with 
nt  who  received  a  settlement  from  a 
religious  order.  The  lawyer,  Michael  S. 


Morey,  says  the  client  put 
two-thirds  of  the  $100,0 
Another  Linkup  dono 
Joseph  Klest,  a  lawyer  1 
has  handled  more  than 
Catholic  clergy  cases  in 
nois  and  who  gave  $2,6 L 
Linkup  last  year,  accor 
to  Linkup's  IRS  filing. 

Linkup's  presid 
Susan  Archibald,  says 
hopes  to  get  a  donati 
from  William  McMurn 
plaintiff  lawyer  in  a  reo 
$25.7  million  settlemi 
from  Louisville's  Cathc 
archdiocese.  McMurry  s 
he  has  made  no  promises 
The  symbiotic  alliar 
makes  Mitchell  Garabedi 
squeamish.  The  lawyer  1 
year  negotiated  a  $10  m 
lion  settlement  for  86  pla 
tiffs  in  Boston,  but  he  wo 
give  money  to  advoc 
groups  because  he  belie'i 
the  practice  violates  le; 
ethics  guidelines.  "It's  sorli 
a  solicitation,"  he  says. 

Hogwash,  say  Anderst 
Drivon  and  Morey.  "It's  i 
a  solicitation.  I  don't  thr 
I've  ever  gotten  a  case  frc 
Snap,"  Drivon  says. 

But  Drivon  has  receh 
help.  Snap  last  year  urg 
California  legislators  to  pass  a  bill  tl 
Drivon  helped  draft.  The  law  lifted  1 
statute  of  limitations  on  child  sexi 
abuse  crimes,  allowing  Drivon  to  bri 
hundreds  of  lawsuits  based  on  decad> 
old  claims,  which  could  earn  him  m 
lions.  Drivon  says  his  donation  to  Sn 
had  nothing  to  do  with  Snap's  support 
the  bill. 

Maybe  not,  but  Snap  and  otl 
lawyer- funded  victim  groups  are  n< 
awash  in  money.  Snap  started  up  in  19! 
and  for  most  of  its  existence  the  gro 
has  squeaked  by  on  less  than  $2,00( 
year.  Last  year  Snap  raised  $140,0( 
spending  $52,000  on  salaries.  Linkup  1 
year  took  in  $126,000,  up  from  $29,000 
2001,  says  Archibald.  She  says,  howev 
that  she  collected  no  salary. 
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AT&T  Wireless  works. 


average 
20-40  Kbps 


Sprint  works  nearly  twice  as  fast, 


average 
50-70  Kbps 


Your  business  can  get  more  done,  faster,  in  more  places 
nationwide  with  the  Sprint  advanced  wireless  network. 

Compared  with  the  AT&T  Wireless  Next  Generation  network, 
Sprint  gives  you: 

•  Laptop  connections  nearly  twice  as  fast 

•  30%  larger  coverage  area 

•  35  million  more  people  covered 


All  of  this  and,  of  course,  clear  calls  on  the 
most  complete,  all-digital  wireless  network  in 
the  nation  to  make  your  business  more  effective. 

Get  the  facts  at  www.sprintpcs.com  or  call  877-459-8144 
for  a  PCS  Business  Representative. 


PCS  Connection  Card" 
Insert  it  in  a  laptop. 
Get  a  wireless 
connection 


Sprint 


One  Sprint.  Many  Solutions: 


Voice/Data         PCS  Wireless         Internet  Services         E-Business  Solutions         Managed  Services 


claims  based  on  published  averages  from  ea  h 
ced  Sprint  Nationwide  PCS  Network  (reaching  t ' 
i  plans  excluding  roaming  areas.  Copyright  ©200  < ' 


lion.  Realized  speeds  will  vary  based  on  devices,  tasks  and  other  factors.  Coverage  claims  based  on  the 
&T  Wireless  National  Next  Generation  (GPRS)  network  and  coverage  included  with  available 
ts  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP. 
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Avon  Mauling 

Erin  Brockovich's  next  case  isn't  very  pretty. 

Erin  Brockovich— the  real  one,  not  the  Julia  Roberts  version- 
made  a  name  for  herself  as  the  brassy  va-va-va-voom  legal 
researcher  who  extracted  a  $333  million  settlement  from  a  giant 
polluting  utility.  Now  she's  going  after  a  more  cosmetic  target: 
Her  law  firm,  Masry  &  Vititoe,  is  suing  Avon  Products,  the  $6  bil- 
lion (2002  sales)  makeup  empire. 

The  suit,  which  has  escaped  the  notice  of  the  gossip  rags 
that  have  followed  Brockovich  since  Roberts  portrayed  her  in 
the  film  three  years  ago,  accuses  Avon  of  shipping  massive 
amounts  of  unordered  products  to  its  independent  sales  reps, 
then  dunning  the  Avon  ladies  for  payment.  Even  if  a  rep 
returns  the  products,  the  company  "engages  in  a  pattern  and 
practice  of  denying  receipt,"  immediately  booking  the  bogus 
shipments  as  revenue,  alleges  the  suit  filed  in  Los  Angeles 
Superior  Court. 

Adding  to  the  Hollywood  angle:  Brockovich's  firm  brought  in 
Henry  Bushkin  of  Los  Angeles'  Huron  Law  Group.  Better  known 
as  Johnny  Carson's  former  lawyer,  "Bombastic  Bushkin,"  he  lives 


Arkansuckers 


&  "% 


'  V^-lfcOH'  .ftujtu,, 


Erin  Brockovich:  The  Sequel. 


up  to  his  nickname:  Avon,  correctly  for  the  most  part,  prides  its 
on  how  well  it  treats  its  sales  reps....  This  is  a  service  rep  sayir 
'We've  been  mistreated.'"  Bushkin's  and  Brockovich's  firms  a 
seeking  class-action  status. 

Bushkin  is  cagey  about  the  exact  size  of  the  potential  class  I 
the  extent  of  the  alleged  fraud  but  claims  it  could  be  widespre.' 
among  Avon's  450,000  U.S.  reps.  For  now,  only  one  plaintiff! 
named:  Raven  Blakemore  of  Los  Angeles.  Avon  says  the  suit 
overblown,  at  best  a  "customer  service  issue,"  at  worst  an  i 
tempt  "to  inflate  a  simple  account  crediting  issue  into  a  predica 
for  a  nationwide  class  action."  Well  said.  —Seth  Lubo 


Would  you  believe  you  can  get  50 
investment?  Some  people  did  |  by 


A  suicide.  The  disappearance  of  mil- 
lions of  investor  dollars.  Kickbacks 
among  cronies.  Allegations  of  the 
biggest  securities  fraud  in  Arkansas  history. 
No,  it's  not  the  return  of  Whitewater. 
But  tongues  have  been  wagging  again  in 
Little  Rock  ever  since  former  Arkansas 
financier  Mace  David  Howell  Jr.  swal- 
lowed a  fistful  of  hydrocodone  pills  in  his 
$550-a-night  Beverly  Hills  hotel  room  last 
October.  State  securities  regulators  are  still 
investigating,  but  they  are  convinced  he 


%  returns  from  a  surefire 

NATHAN  VARDI 

bamboozled  some  of  Arkansas'  wealthiest 
sons.  Investors,  crying  Ponzi  scheme,  are 
suing  Howell's  estate  and  those  they  claim 
gave  him  a  helping  hand. 

The  70  or  so  victims,  including  Dallas 
Cowboys  owner  Jerral  (Jerry)  Jones,  have 
filed  $80  million  in  claims  against  Howell's 
estate.  Good  luck:  The  estate  holds  about 
$1  million,  raised  mostly 
from  the  sale  of  Howell's 
2002  SL500  Mercedes-Benz 
and  a  50%  stake  in  a 


Beechcraft  King  jet.  Their  best  hope  re. 
on  three  life  insurance  policies  with  a  co; 
bined  face  value  of  $17.5  million,  held  fr 
trust  whose  beneficiaries  are  Howell's  t\ 
children.  Given  the  suicide,  the  insur 
Midland  Life,  so  far  isn't  paying. 

Howell  co-owned  and  ran  a  b 

venture  with  Johnnie  Bryan  Hunt,  t 

Arkansas  trucking  tycoon,  until  the  di 

parted  ways  in  the  late  1980s.  By  the  h 

1 990s  he  started  raising  money  from  golfi 

buddies,  supposedly  to  speculate  on  thin 

like  currency  futures  through  trading  a 

M*    counts  he  opened  at  inve 

ment  houses  like  Goldmr 

Sachs  and  Refco.  Lawsuits  s 

that   Howell   claimed  i 

"used  'arbs'  to  'lock  in  a  n 

of  return'  over  an  extend 

period,"  promising — incre 

^^    ibly — "that  the  profits  wt 

already  established  and  tr 

At  there  was  no  risk." 

Howell's  favorite  w 
of  raising  funds  was 
issue  promissory  notes  that  carrii 
coupons  paying  7%  to  50%.  Hoi 
According  to  lawsuits,  Howell  to 
investors  such  payments  could  easily  I 
covered  by  an  investment  strategy  th 
pumped  out  90%  returns — but  in  re< 
ity,  the  suits  say,  he  was  using  the  ve 
money  he  borrowed,  and  not  tradii 
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Outfront 

profits,  to  make  interest  payments. 

The  more  money  he  raised,  however, 
the  more  pressure  he  was  under  to  raise 
even  more.  Worse,  by  the  summer  of  2002 
the  few  trades  Howell  was  making  (long 
on  both  the  dollar  and  Standard  &  Poor's 
index  futures)  were  going  dramatically 
awry.  Howell  did  manage  to  get  his  hands 
on  some  serious  cash — thanks  to  Jones, 
who  made  a  $5  million  investment,  in 
return  for  a  note,  and  was  also  persuaded 
to  make  an  $1 1  million  loan  backed  by  a 
$12  million  CD  Howell  had  placed  at  Bank 
of  America.  (Jones  recovered  the  $11  mil- 
lion, but  is  still  out  $5  million.) 

Howell  had  some  help  getting  new 
money  in  the  door.  State  securities  regula- 
tors say  Brett  J.  Holiman,  an  Arkansas 
investment  adviser,  helped  persuade  33 
people  to  invest  more  than  $30  million, 
and  he  received  kickbacks  in  return.  (Last 
month  Holiman  agreed  never  again  to 
conduct  securities  business  in  the  state.) 
Suits  also  point  to  Richard  T.  Smith,  who 
controls  the  Bank  of  Salem  and  Stephens 
Security  Bank  and  whose  signature 
appears  alongside  Howell's  on  many  of 
the  notes.  One  lawsuit  alleges  that  Smith 
received  commissions  for  convincing 
investors  to  purchase  securities  he  knew  to 
be  bogus.  Another,  filed  by  Dr.  John 
McCracken,  says  Smith  arranged  for  a 
loan  from  the  Bank  of  Salem  to  help 
McCracken  finance  a  $2  million  loan  to 
Howell.  In  court  filings  Smith  denies  any 
wrongdoing  and  says  he  lost  $7  million  in 
Howell's  scheme.  He  has  countersued 
McCracken,  alleging,  among  other  things, 
that  his  losses  were  partly  due  to 
McCracken's  failure,  as  Howell's  physi- 
cian, to  disclose  Howell's  drug  abuse. 

t  even  with  new  investors,  Howell 
couldn't  keep  up  with  interest  payments.  By 
is  witing  hot  checks — 
20  in  one  mon  h — on  his  Bank  of  America 
account,  resi  live  balance  of 

$  1 .9  million,  I  i  nt  was  frozen. 

lipped  off  by  insas'  securi- 

ties commissioner  <  d  .11  to  stop 

issuing  notes,  claiming  h<  lling  secu- 

rities without  being  regjstere        i  broker- 
dealer.  Six  days  later  I  lowell,  th«  i  i  k 
his  own  life,  leaving  behind  his  no.     ife  of 
20  days,  two  children  and  one  angr) 
of  investors.  F 
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LARRY  ELLISON'S 
FOOTNOTE  FETISH 


Oracle  Chief  Larry  Ellison  just  can't  leave  well  enough  alone.  He  j 
Economist  writer  Matthew  Symonds  unrestricted  access  to  write  hi 
biography — but  with  a  catch:  freedom  to  write  footnotes  elaborati 
on,  correcting  or  spinning  Symonds'  material.  The  arrangement 
seemed  hardly  necessary:  The  book,  Softwar,  is  largely  hagiograph 
Here  are  a  few  examples  of  Ellison's  fetish.  — Victoria  Mu 


ON  HIS  WARDROBE 

BOOK:  "Ellison  'showed  up  in  shorts  and  a 

pink  tank  top,  holding  a  glass  of  carrot 

juice,'  recalls  former  Oracle  vice  president 

Mark  Barrenechea  of  his  first 

meeting  with  the  man." 

ELLISON  FOOTNOTE: 

"/  met  Mark  out  on  my 

deck  just  as  I  arrived 

back  home  from  the 

gym.  I  was  wearing  a 

black  cotton  tank  top 

with  a  Sayonara  logo 

on  it.  I  have  never 

owned,  nor  would  I 

ever  wear,  a  pink  tank 

top.  This  is  very 

important. " 


ON  HAPPINESS 

BOOK:  His  quote: 
"Being  nice  is  an  es- 
sential strategy  for 
pursuing  happiness. 
That  plus  excelling 
at  your  life's  work 
are  the  only  avenues 
leading  to  happiness 
that  I've  found  so  far.  I 
don't  think  that  masses 
of  money  increase  or 
decrease  your  chances 
for  finding  happiness  in 
this  life." 

FOOTNOTE:  "I  don't, 
however,  believe  in 
being  nice  to  my 
enemies.  My  enemies 
re  trying  to  deprive 
le  of  the  success  that 
1  d  to  my  happiness. 

vant  fi  bear  my 
enemies,  and  it's  hard 
to  be  nice  to  them  at 
:he  same  .  ime. " 


"  uium  pun 
LARRVFili  n!      "" 

■«  T;:°RACLE 


ON  THOMAS  SIEBEL  OF 
SIEBEL  SYSTEMS 

BOOK:  Quoting  Ellison:  "Most 
senior  software  executives  don't 
tell  out-and-out  lies  about  their 
products  or  their  businesses.  But 
optimism  and  exaggeration,  those 
are  the  standard  rules  of  engage- 
ment for  combat  in  this  industry." 
FOOTNOTE:  "Every  once  in  a 
while  there's  even  a  kernel  of 
truth  in  some  of  the  things 
Tommy  Siebel  says.  I  don't  like 
Tommy  very  much.  He  says  nasty 
things  about  me  all  the  time. 
I  hope  he  will  have  run  his 
company  out  of  business  by  the 
time  this  book  is  published.  He 
appears  to  be  working  hard  at  it." 


ON  SETTLED 
WRONGFUL 
TERMINATE 
LAWSUIT 

BOOK:  "A  lot  of  wo 
approached  me,  bi 
of  the  time  I  wasn 
interested.  But  the 
something  differer 
Adelyn,  something 
incredibly  intriguir 
couldn't  figure  out 
it  was  that  made  h 
different." 
FOOTNOTE:  "It  to 
while,  but  I  finally 
out  what  it  was:  Tl 
woman  was  pure  i\ 


ON  POLITICS] 

BOOK:  "I  ended  ui 
being  the  second- 
largest  contributo 
[Bill  Clinton's]  firs 
presidential  camp 
1992. 1  gave  him  a 
half  a  million  dolla 
That  was  before  h 
picked  Gore  as  hi; 
president.  After  th 
didn't  contribute  s 
dime." 

FOOTNOTE:  "Nee 
to  say,  I  didn't  suf. 
Gore  for  presiden 
Thank  God  for  tht 
butterfly  ballot." 


I 


They  both  took  care  of 

business. 


Took  care  of  their 

families. 


So  why  will  one 

leave  his  family  with  every 

advantage, 


while  the  other  leaves 


everything  to  chance? 


The  difference  is  an  estate  plan  that  will  leave 
more  of  your  assets  where  you  want  them  to  go. 
A  Northwestern  Mutual  Financial  Network 
Representative  offers  expert  guidance  in  estate 
planning,  as  well  as  a  network  of  specialists  to 
help  get  you  closer  to  all  your  financial  goals. 

4r  Northwestern  Mutual 

FINANCIAL  NETWORK® 


nnovative  solutions  for  retirement,  estate,  insurance,  and  personal  finance.    Are  yOU  th©!"©  yet?( 


15-2009  ©  2003  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wl 
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Connect  your  PDA  at  any  Wi-Fi  hotspot  for  fast,  secure  access  to 
all  of  your  business  applications  and  over  2,500  channels  of  high- 
speed content.  From  the  morning  newspaper  to  the  evening  news. 
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You've  heard  it  all  before.  But  this  time,  Motorola  really  is  back 


BY  MARK  TATGE 

MOTOROLA  EXECUTIVES  GOT  A  JOLT 
earlier  this  year.  Nine  students,  ages  18  to 
24,  were  flown  in  to  the  Chicago  area  head- 
quarters to  sound  off  about  the  company's 
cell  phones.  "Motorola's  problem  is,  Sam- 
sung kicks  ass,"  one  young  guy  told  an  au- 
dience of  240  top  bananas.  That  started  a 
cascade  of  complaints.  Even  the  revered 
Nextel  walkie-talkie  phone  came  in  for  a 
shellacking.  "That's  a  product  plumbers  or 
construction  workers  with  low-slung  pants 
use,"  said  another  student. 

These  well-deserved  swats  in  the  pan- 
taloons sent  the  company  back  to  the 
drawing  board — which  is  exactly  what 
Geoffrey  Frost,  Motorola's  "chief  brand  of- 
ficer," had  in  mind.  His  title  is  incongruous 
in  a  place  known  as  an  acad<  ny  for  engi- 
neers, but  it's  nothing  ecu  i  some 
of  the  shocks  Frost  has  inflic  I 
tern — all  with  official  backing.  I 
from    Nike,   where   he    mastc 
Michael  Jordan's  "1  rozen  Monien. 
Tiger  Woods'  "Hello  World"  campa 

62      I-   o   it   B   E  S  -  September  15,2003 


Frost  has  spent  four  years  reinventing 
salesmanship  at  the  75-year-old  company. 

One  of  his  first  moves  was  to  dump 
Leo  Burnett  Worldwide  and  McCann- 
Erickson  Worldwide,  handing  Motorola's 
$400-million-a-year  ad  budget  to  Ogilvy  & 
Mather  Worldwide,  which  has  created  ar- 
resting and  whimsical  commercials. 

Lately  Frost  has  been  talking  with  cus- 
tomers, beefing  up  product  design  and 
forming  alliances  with  other  companies. 
Not  exactly  earth-rattling  developments, 
but  they  are  new  to  Motorola.  This  is  the 
company  that  invents  great  stuff — from  the 
first  16-  and  32-bit  chips  to  the  first  cell 
phones — then  lamely  watches  as  slicker 
marketers  (Intel,  Nokia)  steal  the  lead. 
"Never  again!"  is  a  cry  often  heard  from 
Motorola. 

Maybe  tliis  time  it's  for  real.  Handsets 
acc<  int  for  60%  of  the  $1.45  billion  ex- 
pect* A  for  Motorola's  operating  income 
this  ar  (earnings  before  interest,  taxes, 
depreciation  and  amortization)  and  40% 
$26  billion  revenue.  (The  bad  part: 


Sales  could  fall  $600  million  from  a  ye 
ago,  and  the  second-largest  business,  n 
crochips,  is  20%  of  revenue  but  only  4 
of  profit.)  The  cell  phone  industry,  at  4 
million  units  and  $66  billion  in  annu 
sales,  is  now  the  largest  consumer  ele 
tronics  category.  The  industry  should  grc 
7%  a  year — thanks,  in  part,  to  engineer 
obsolescence. 

The  dilemma  is  how  to  stand  out ' 
a  commodity  business.  That's  where  Fro  I 
54,  comes  in.  His  standard  sartorial  fai 
wrinkled  khakis,  sneakers  and  a  bl 
T  shirt  emblazoned  with  the  neologis 
"Motomorph."  Outside  his  cramped  ( 
fice,  walls  are  being  torn  down  to  inspi 
collegiality.  Bright  aqua  colors  and  loi 
Motorola  ads  adorn  once-white  instit 
tional  walls.  Managers  proudly  distribi 
brighdy  colored  business  cards  with  curv 
corners,  designed  by  Frost  himself.  Th 
speak,  unselfconsciously,  in  Moto-isn 
Motomorphosis,  Motodelic,  AlphaMo 
They  recharge  their  cell  phones  in  a  ba 
station  created  by  a  designer  hired  fro 


' 


V 


icdy  for  commoditization: 
rf  rey  Frost  has  introduced 
z  to  a  much-pilloried  brand. 


Motorola 

Apple;  it  looks  like  an  iMac. 

Frost's  most  critical  change  has  been  to 
fling  open  the  doors  to  the  outside  world  to 
hear  what  customers  want  and  to  exploit 
new  ways  of  designing,  producing  and  sell- 
ing handsets.  The  way  to  stave  off  com- 
moditization,  he  says,  is  to  ally  with  carri- 
ers, an  approach  Nokia  has  eschewed. 

Motorola  is  tailoring  a  new  line  of 
some  30  higher-priced  phones  that  come 
with  unusual  combinations  of  features — 
among  them:  cameras,  color  screens,  MP3 
music  and  FM  radio  capability,  navigational 
tools,  restaurant  and  shopping  hookups, 
ring  tones,  photo  exchanges  and  blogging. 
The  more  consumers  spend  on  these  ser- 
vices, the  more  the  carrier  will  shell  out  to 
promote  Motorola's  phones.  "We  need  to 
develop  attack  strategies,"  says  Frost. 

That  is  why  he  pushed  the  deal  with 
France  Telecom's  Orange,  the  fourth- 
biggest  cellular  carrier  in  the  world  behind 
China  Mobile,  Vodafone  and  T-Mobile. 
Orange  alone  will  carry  two  new  Motorola 
handsets.  The  cell  phone  maker  hopes  to 
announce  a  similar  contract  this  fall  with 
Vodafone.  Motorola  has  tailored  software 
to  the  requests  of  each  carrier;  they,  in  turn, 
offer  guaranteed  volume  and  ad  support. 
As  unit  sales  rise,  so  will  the  marketing 
budget  funded  by  the  carriers. 

Those  deals  could  boost  Motorola's 
volume  by  2  million  to  2.5  million  units 
over  the  7.2  million  units  it  sells  each  year 
in  Europe.  That  would  lift  its  sagging  share 
there  by  at  least  two  points  to  8%,  adding 
$360  million  in  revenue  and  maybe  $18 
million  in  operating  income.  That  would 
still  leave  Nokia  with  39%  of  the  world 
market  (Motorola  has  1 7%)  and  53%  of 
Pu  rope's. 

Anything  to  push  the  phones,  includ- 
ing letting  retailers  do  their  own  uncon- 
ventional promotions.  In  Moscow  a  Eu- 
roset  store  decided  to  mark  the  first  day  of 
spring  on  the  Russian  calendar  (Mar.  1) 
with  large  posters  in  the  window  beckon- 
ing: "Anyone  who  comes  in  inked  between 
9:50  a.m.  and  10:15  a.m.  >  Mo- 

torola phone."  Twent)  nodels 

were  claimed. 

Motorola  has  trouble  at  i 
where  the  Chinese  and  Km 
nate  and  the  standard  Motorola 
model,  priced  under  $100.  ( 


$  1  to  $2  profit.  So  Frost  is  aiming  half  the  On  the  production  side,  Motorola 

new  models  at  the  middle  ($150  to  $250)  trimmed  the  cost  per  handset  by  20°/ 

and  upper  ($250  to  $300)  ends  of  the  „  even  as  prices  have  dropped  13%.  The  j 

market,  where  its  operating  margin  is  ings  are  attributable  to  a  reduction  in 


10%  to  12%. 

In  June  Motorola  rolled 
out  three  new  clamshells  for 
analysts:  the  V600,  V500  and 
V300.  Called  The  Triplets  be- 
cause they  are  nearly  identi- 
cal but  for  features  and 
price,  the  phones  show  Mo- 
torola's new  strategy  of  dif- 
ferentiating products  that 
have  common  parts.  Two 
will  be  sold  by  Orange; 
Vodafone  may  offer  the 
third.  All  have  color  screens 
with  double  the  resolution 
of  most  displays  and  feature 
Motorola's  i250  chipset — 
cheaper,  more  powerful, 
with  fewer  parts. 

These  phones  are  cre- 
ated in  an  entirely  new 
way.  "We  knew  we  had  to 
make  some  changes," 
Frost  says,  when  an  engi- 
neer's son  asked,  "Dad, 
why  does  Agent  Mulder 
[of  The  X-Files]  use  a 
Nokia?"  Frost  added  120 
designers,  doubling  the 
staff,  and  opened  a  studio 
in  Milan  to  soak  up  some 
fashion  vibes.  "Designs 
used  to  go  into  engineer- 
ing— and  strange  things 
would  happen  to  them," 
says  Tim  Parsey,  a  corpo- 
rate vice  president  and  for- 
mer Apple  executive  hired 
by  Frost.  Parsey  cites  the  V- 
70,  a  $499  phone  whose 
cover  swiveled  like  a 
switchblade.  One  exec 
complained  it  would  never 
sell;  it  was  the  first  phone 
Motorola  produced  as  a 
fashion  accessory.  Over  his 
objections,  the  phone 
I      and  became  a 

.Her  in  Asia. The exec- 
lle    no    longer 

>  ■;  here,"  Parsey  says. 


\ 


But  Few  Clams 
From  Clamshells 


While  Motorola  cuts  costs, 
big  margins  are  still  elusive 
on  midprice  phones. 

Screen 

$12 

Display  driver 

3 

Plastics 

4 

Processor 

7 

Battery  charger 

15 

Keyboard 

2 

Circuit  board 

6 

Transmitter 

8 

Software 

9 

Radio 

12 

Memory 

3 

Software  licenses 

4 

Assembly 

11 

Other 

20 

Factory  cost 

116 

R&D  costs 

5 

Sales  &  marketing 

3 

G&A 

1 

Total  costs 

125 

Price  to  carrier 

130 

Operating  profit 

5 

Price  to  customer 
after  rebate 

49 

Sources:  Goldman  Sachs:  Forbes. 

number  of  chassis,  from  several  doze 
few  years  ago  to  fij 
today,  and  to  outsouro 
which  now  accounts 

{  about  one-third  of  p 

duction,  mosdy  in  lov 
end  phones.  It's  a  st 
While  Nokia  earns 
operating  profit  of  $23 
every  unit,  Motorola  p 
in  only  $7.50  on  a  $ 
phone,  says  analyst  Brs 
ley  Thompson  of  Gc 
man    Sachs    (more 
models  designed  and  b 
by  an  outsourcer).  S' 
that's  a  huge  impro 
ment  from  three  ye 
ago,  when  Motorola ! 
money  on  its  hands 
Nokia's  edge:  It  sells 
million  handsets  a  yt\ 
Motorola  sells  only 
million. 

Still,  in  the  fou 
quarter  last  year  Motoi 
recaptured  the  lead 
North  America  and  n 
holds  a  32%  share 
Nokia's  29%,  says  Gart 
Dataquest.  To  keep  t 
lead,  the  company  \ 
have  to  deliver  its  c 
phones  more  quickly.  ^ 
torola  has  missed  deadli 
repeatedly;  new  models 
the  fall  were  origin; 
scheduled  for  spring.  Si 
fumbling  is  one  reasoi 
has  failed  in  Europe. 
Frost  aims  to' 
worldwide  share  to 
high  as  20%  to  25%,  wh 
means  Motorola  wo 
sell  an  extra  30  millior 
55  million  phones  a  y< 
That  means  $4.5  billior 
$8.3  billion  in  n 
revenue.  As  they  say 
Frost's  previous  emplo; 
"Swoosh!" 


64     P  O  R  B   i:   S  ■  September  I! 


ONCE  AGAIN, 

THE  TORTOISE  BEATS 
THE  HARE. 


Slow  and  steady  wins  the  race. 
For  example,  take  a  close  look 
at  the  performance  of  our 
Mutual  Discovery  Fund.  Although 
its  recent  performance  has 
been  negative,  it  generally  has 
performed  well  over  the  long 
term.  As  of  7/31/03,  Morningstar"' 
awarded  the  fund's  Class  A 
shares  a  5-star  overall  Morningstar 
Rating'",  measuring  perform- 
ance against  245  and  191 


Mutual  Series'  activist  approach  has 
provided  competitive  performance. 


through  market  upswings  and 
downturns?  Consistently  follow- 
ing our  time-tested,  value-driv- 
en approach  to  investing.  First, 
our  analysts  dig  deep  to  find 
undervalued  securities  others 
have  overlooked.  Next  they  put 
potential  investments  under 
intense  scrutiny  based  on  their 
own  primary  research.  Finally, 
they  stand  ready  to  get  actively 
involved  in  the  companies  in 


Mutual  Discovery  Fund  |  Morningstar  Ratings  7/3i/03f 


OVERALL 
•  •••• 


THREE  YEAR 
•  •*• 


FIVE  YEAR 
*•*•• 


TEN  YEAR 

N/A 


U.S. -domiciled  World  Stock  funds  over  the  3-  and 
5-year  periods,  respectively.'  Of  course,  past  per- 
formance does  not  guarantee  future  results. 
What's  the  secret  of  its  competitive  performance 


which  they  invest. 

To  gain  further  perspective,  mail  in  the  postage- 
paid  card,  call  1-800-FRANKLIN  Ext.  P551  or 

visit  us  at  franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN   FROM  OUR  PERSPECTIVE®  > 


Franklin  Templeton  Distributors  Inc.,  One  Franklin  Parkway  San  Mateo,  CA  94403.  Call  for  a  free  prospectus  containing  more  complete  fund  information, 
including  sales  charges,  expenses  and  risks.  Please  read  it  carefully  before  you  invest  or  send  money.  Foreign  investing  involves  special  risks  including 
currency  fluctuations  and  political  uncertainty. 

fSource  MnlN6SlM°  7/31/03  Past  performance  does  no*  guarantee  future  results.  For  each  fund  with  at  least  a  3-year  history,  Morningstar  calculates  a 
risk-adjusted  return  measure  that  account     i  in  a  fui      monthly  performance  (including  the  effects  of  all  sales  charges),  placing  more  emphasis  on 

downward  variations  and  rewarding  consistent  i  lerfoi  mance. ;  e  top  1 0%  of  funds  in  each  category  receives  a  Morningstar  Rating v  of  5  stars,  the  next  22.5% 
receives  4  stars,  the  next  35%  receives  3  si  >%  receives  2  stars  and  the  bottom  10%  receives  1  star.  (Each  share  class  is  counted  as  a  fraction 

of  one  fund  and'  rated  separately)  A  fund's  'rom  a  weighted  average  of  the  3-,  5-  and  10-year  (if  applicable)  rating  metrics.  Morningstar 

Rating'"  is  for  Class  A  shares  only;  other  class  I  wrformance  characteristics.  ©  2003  Morningstar,  Inc.  All  rights  reserved.  Trie  information  con- 

tained herein  is  proprietary  to  Morningstar  and/    il  "     rnay  not  be  copied  or  distributed;  and  is  not  warranted  to  be  accurate,  complete  or  timely.  Neither 

Morningstar  nor  its  content  providers  are  n  fanages  or  losses  arising  from  any  use  of  this  information.  For  more  current  performance  infor- 

mation, please  call  Franklin  Templeton  Invi  300-342-5236.  FOB9/03 


Is  RexK.  DeGeorge  the  unluckiest  mariner  in  the  world? 

He  lost  four  of  his  yachts.  Also,  his  paintings  and  cars  were  stolen, 

and  he  was  so  sick  he  needed  to  go  on  disability. 


IN  1970  LAWYER  REX  K.  DEGEORGE 
told  Hartford  Insurance  Co.  that  his 
boat  had  been  stolen  off  southern 
California  by  drug  smugglers.  Hart- 
ford coughed  up  $43,000.  Over 
three  decades  DeGeorge  had  a  lot  more 
bad  luck  with  insured  objects.  He  lost  three 
more  boats,  and  he  put  in  insurance  claims 
for  each.  He  lost  baggage;  his  cars  got 
stolen;  his  paintings  disappeared;  he  suf- 
fered disabilities.  For  these  mishaps  he  col- 
lected more  than  $2  million  from  more 
than  a  dozen  insurance  companies.  And 
:  caught. 
Today  DeGeorge  sits  in  federal  prison 
following  c<  "•  i  '.ion  on  16  felony  counts 
related  to  >f  the  fourth  boat.  Sus- 

pended a  ie  is  appealing  the 

convictions  ai   :  is  innocent  of 

any  fraud. 

A  wiry,  slen  bo  has  been 

married  four  times  a  i  ger  than 

his  67  years,  DeG  '    id  in- 

terview toFORB]  ching 

into  a  Los  Angeles  heai  -  ning  a 
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BY  WILLIAM  P.  BARRETT 

disputed  disability  claim.  "They  say  I  filed 
28  claims,"  he  said.  "They  say  every  piece  of 
paper  is  a  claim.  I  lost  four  boats."  As 
guards  ended  the  interview,  DeGeorge 
asked,  "Are  you  writing  about  me  or  the 
insurance  companies?" 

Actually,  both.  If  you're  one  of  many 
Americans  who  thinks  casualty  insurance  is 
too  expensive,  or  whose  coverage  was  made 
pricier  or  even  canceled  because  you  filed  a 
small  but  meritorious  claim,  the  amazing 
saga  of  Rex  DeGeorge  will  make  you  boil- 
ing mad,  and  not  just  at  him.  You  have  to 
wonder — after  the  tenth  claim,  maybe,  or 
the  twentieth  claim  or  the  third  big  boat 
loss — why  didn't  insurers  take  a  harder 
line?  Or  simply  stop  covering  him? 

Some  answers:  Insurers  often  were  too 
lazy  to  check  out  statements  on  DeGeorge's 
applications  attesting  that  he  hadn't  filed 
previous  claims.  A  California  system  man- 
dating confidential  reporting  by  insurers 
to  regulators  of  dubious  claims  was  of  lit- 
tle use.  It  is  terribly  expensive  for  insurers  to 
investigate  suspected  fraud  and  often  easier 


to  pay  the  claim — and  raise  everyor 
rates.  Decisions  on  paying  claims  have 
be  made  quickly — in  California,  usu; 
within  30  days — and  the  insured  gets 
benefit  of  the  doubt. 

There's  something  else.  As  DeGeo 
pointedly  noted  in  letters  to  companies  t 
dared  to  challenge  him,  any  insurer  de 
ing  a  claim  is  taking  a  chance  that  it  I 
get  hit  with  a  nasty  tort  suit  by  the  poll 
holder.  Ask  State  Farm,  which  denie 
$136,000  claim  for  a  1981  auto  accid 
and  ended  up  with  a  $145  million  punr 
damage  award  against  it  for  wrongful  f 
ure  to  pay.  The  loony  award  got  all  the  \ 
through  the  Utah  court  system  and  a 
overturned  only  because  it  attracted  the 
tention  of  the  U.S.  Supreme  Court.  Ear 
this  year  the  Supreme  Court  upheld  a 
million  compensatory  damage  aware 
the  case  and  asked  the  lower  court  to 
think  the  $145  million. 

DeGeorge  was  born  Angelos  Micl 
Karageorge  in  1936  on  Greece's  Islt 
Rhodes.  He  came  to  the  U.S.  in  1953  at 


ean 
of  I 


came 
mete 
irkini 
&or 

Mkr 

fboti 
leant 
>er  19 

lfte; 


earned  a  law  degree  from  the  Univer- 
'  of  California's  Hastings  law  school, 
:ame  a  U.S.  citizen  and  changed  his 
ne  to  Rex  Karageorge  DeGeorge.  After 
rking  as  a  claims  adjuster  for  Allstate, 
George  set  up  a  civil  and  criminal  law 
ctice  in  the  Los  Angeles  area. 
The  first  lost  boat  was  the  Tutania,  a 
footer  named  for  a  German  flight  at- 
dant  DeGeorge  had  been  dating.  In  (De- 
er 1970  DeGeorge,  saying  he  wanted  to 
the  yacht,  placed  a  classified  ad  in  the 
Angeles  Times.  He  later  told  this  story: 
e  ad  drew  two  men  calling  themselves 


Peruvian  coffee  merchants.  DeGeorge  and 
a  friend  met  them  on  a  street  corner  and 
went  to  Marina  Del  Rey,  where  the  boat 
was  docked.  The  four  set  sail  on  an 
overnight  test  run  toward  Santa  Barbara 
Island.  Thirty-five  miles  at  sea,  DeGeorge 
and  his  friend,  realizing  that  the  two 
prospective  buyers  were  drug  dealers,  es- 
caped in  a  dinghy.  Neither  the  boat  nor  the 
buyers  were  seen  again. 

A  somewhat  fishy  tale,  but  Hartford  In- 
surance couldn't  uncover  evidence  to  dis- 
pute it.  After  all,  DeGeorge  and  his  friend 
swore  under  oath  that  the  story  was  true. 


Six  years  later  DeGeorge  and  a  business 
associate,  Paul  Ebeling,  were  aboard  a  57- 
foot  racing  vessel  off  the  coast  of  Genoa, 
Italy  one  dark  night  when  the  boat  hit  a 
submerged  object  and  sank.  The  men 
reached  shore  in  a  dinghy.  So  they  said. 
DeGeorge  reported  the  loss  five  days  later. 
His  insurer,  Lloyd's  of  London,  was  suspi- 
cious, but  DeGeorge  had  a  witness.  Lloyd's 
paid  the  full  claim  of  $  1 94,000. 

In  1983  DeGeorge  said  that  a  47-foot 
boat  sank  off  the  coast  of  California  after 
a  mysterious  explosion  in  the  galley. 
DeGeorge  told  officials  he  suspected  the 
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Insurance  Scams 


The  sabotaged  Principe  di  Pictor  (above),  which  Italian 
authorities  encountered  by  chance  as  it  was  sinking  in 
1992.  Rex  K.  DeGeorge— found  on  a  nearby  life  raft- 
testifies  (below)  at  a  deposition  in  the  Cigna  case. 


explosion  was  caused  either  by  "hit  men" 
working  for  the  opposite  side  in  a  hotly 
disputed  case  he  was  litigating — a  "suspi- 
cious-looking tishing  boat"  had  circled  his 
yacht,  he  said — or  by  the  negligence  of  a 
repairman  who  lei  able  ina 

near  a  stove.  1  le  fil<  n  for  $254,000 

with  Fireman's  Fund,  whicl  paid  it  despite 
misgivings. 

In  1992  DeGeoi 
yacht  he  christened  the  Principe  di  Pictor. 
This  apparendy  was  inspired  by  Polai 
tures,  a  DeGeorge-controlliu  ove 
counter  public  company  supp<  - 
ing  films  that  was  the  boat's  noi 
owner.  Court  records  indicate  that  h 


$1.9  million  for  the  vessel  but 
contrived,  via  several  corporate 
shells  he  controlled,  to  make  the 
price — and  the  insured  value — 
appear  to  be  $3.5  million. 

For  insurance  DeGeorge 
called  David  Allen,  an  agent  for 
Cigna  Property  &  Casualty. 
DeGeorge  assured  Allen — so 
Allen  later  testified — that  he  had 
never  filed  a  claim  on  a  marine 
insurance  policy.  Cigna  issued 
the  policy. 

Two  months  later  an  Italian 
coast  guard  boat  off  Naples  came 
across  a  remarkable  scene.  The 
Principe  di  Pictor  was  sinking,  sev- 
eral large  holes  in  its  side.  Float- 
ing in  a  life  raft  near  the  vessel 
were  DeGeorge,  Paul  Ebeling — 
who  had  been  with  DeGeorge 
when  boat  number  two  sank  in 
1 976  and  was  now  the  chief  exec- 
utive of  a  DeGeorge-controlled 
company — and  a  third  man, 
Gabriel  Falco. 

Their  amazing  tale:  Just  the 
day  before,  they  had  fired  the  cap- 
tain but  met  a  replacement 
named  "Andrea  Libovich"  in  a 
dockside  cafe  in  Naples,  hiring 
him  on  the  spot.  On  the  yacht's 
test  run  he  brought  along  two 
crewmen.  Once  at  sea,  the  three 
revealed  themselves  as  Sicilian 
drug  smugglers.  They  drew  guns, 
forced  DeGeorge,  Ebeling  and 
Falco  into  a  stateroom,  scuttled 
the  ship,  then  escaped  with  six 
heavy  duffel  bags  in  a  speedboat  that  pulled 
up  and  left  for  the  Libyan  coast.  DeGeorge 
said  his  group  managed  to  break  out  of  the 
room  and  escape  in  the  raft.  Italian  au- 
thorities were  able  to  raise  the  boat  and  tow 
it  to  port,  where  it  could  be  examined. 

Rait  indeed  among  insurers  dealing 

with  DeGeorge,  Cigna  refused  to  cover  the 

loss  a>  id  sued  in  Los  Angeles  to  void  the  in- 

surance  policy.  The  insurer  did  not  have  to 

fraud,  but  only  that  DeGeorge  was 

obliged  to  disclose  the  three  previous  losses 

I  to  do  so.  DeGeorge  said  he  only 

disclose  boat  losses  from  the  past 

ITS.  1  le  unleashed  a  torrent  of  let- 

'i  ne  abusive,  to  Cigna's  lawyers,  par- 


ticularly Neil  Lerner.  DeGeorge  denies  a 
cusations  made  in  court  proceedings 
,  he  once  suggested  figuring  out  a  way  to 
Lerner  and  trial  judge  J.  Spencer  Letts, 
1997  Letts  held  for  Cigna — this  division 
Cigna  is  now  part  of  Ace  Casualty  &  Pro 
erty— and  also  referred  the  case  to  prose 
tors.  In  1999  DeGeorge,  Ebeling  and  F; 
were  indicted  on  federal  fraud  charges 
lating  to  the  Principe  di  Pictor  s  sinkir 
Pleading  guilty:  Ebeling,  who  got 
months  and  a  $40,000  fine,  and  Falc| 
handed  two  years  of  probation. 

Defiant  as  usual,  DeGeorge — who  h 
filed  for  personal  bankruptcy — pleaded  r 
guilty.  The  2002  trial  featured  evidence  fn 
Ebeling  and  Falco  about  how  they  ai 
DeGeorge  used  saws  and  electric  drills 
pierce  the  Principe  di  Pictor' s  hull,  th 
threw  them  overboard  as  Italian  authorit 
neared  and  DeGeorge  coached  them 
their  story.  DeGeorge  was  convicted  of 
charges  and  sentenced  to  7lli  years  in  j; 
From  both  trials  he  was  also  ordered  to  p 
$2.8  million  to  Cigna,  though  he  hasn't ) 

But  DeGeorge  had  one  more  laugh 
the  insurance  industry.  Since  1990  he  h 
been  collecting  on  policies,  as  much 
$12,900  a  month  on  disability  polic 
issued  by  Equitable  Life  Assurance  a  [ 
Paul  Revere  Life  Insurance.  A  year  beft 
the  federal  indictment,  the  two  insufl 
stopped  paying  on  the  policies  and  su 
in  Los  Angeles  to  confirm  their  mo 
DeGeorge  countersued.  The  insure 
found  witnesses  who  said  DeGeoi 
worked  as  a  lawyer  for  years  after  19 
and  had  faked  other  disability  clain 
Among  the  techniques  described  in  dep 
sitions  (and  denied  by  DeGeorg 
researching  illnesses  in  libraries;  pract 
ing  looking  ill;  acting  disoriented;  a 
driving  to  Los  Angeles  medical  appoi 
ments  wearing  a  sweatshirt  in  a  heal 
car  to  appear  sweaty  and  ill. 

DeGeorge  put  into  evidence  witnes 
and  medical  reports  documenting  wl 
his  lawyer  called  a  "brain  conditio] 
DeGeorge  himself  testified.  And  desp 
his  criminal  fraud  convictions,  he  cc 
vinced  a  civil  jury  earlier  this  year  to  g 
him  $391,000  in  withheld  payments  a 
declare  Equitable  still  on  the  hook  : 
$4,700  a  month  until  he  dies.  T. 
stunned  insurers  are  appealing. 
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TRUE    REDEMPTION"   DEFINED: 


Where  modern  pleasures 
meet  ancient  treasures. 
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Make  history  one  i  l<  stination  at  a  time.  Starwood  Preferred  Guest  offers  you  750  hotels  and  resorts 
in  ovei  80  countries.  From  the  sublime  to  the  majestic,  all  with  no  blackout  dates. 
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Sheraton 


VOTED  -     I"1    3UEST   PROGRAM    4   YEARS    IN   A    ROW   —    FREDDIE   AWARDS    1999-2002 


liperience  lets  you  rise  to  any  challeng 
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i   At  AEP,  we  believe  experience  is  essential  for  success  in  today's  energy  I 
marketplace.  For  nearly  a  century,  the  efficient  management  of  our  utility  I 
businesses  has  been  at  the  core  of  all  we  do.  Now,  as  the  largest  power  I 
generator  in  the  U.S.,  we  consistently  lead  the  industry  in  the  reliable 
production,  transmission,  and  distribution  of  low-cost  energy.  It's  this 

.     long-standing  operational  expertise  that  uniquely  equips  us  to  meet  toda< 
challenges — and  rise  to  tomorrow's,  as  well. 

tor  Information  on  investing  with  AEP,  visit  aep.com/investors. 


aep.cor 


AEP  is  b  proud  sponsor  of  the  Cirque  du  Soleil    2003  North  Americon  Tours. 
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— Electric  Companies  Take  Charge 

Written  by  Peter  Jump  •  Produced  by  Nuala  Byrne 

s  a  sector  to  reckon  with  and  the  one  in  the  spotlight  since  Blackout  2003.  Shareholder-owned  electric 
tilities  serve  nearly  three-quarters  of  all  customers  in  the  country  and  generate  nearly  three-quarters  of 
5  nation's  electricity.  Every  economist  knows  that  electricity  generation  tracks  GDP  (gross  domestic 
)duct),  so  when  one  is  up,  so  is  the  other. 

Jut  the  inappropriate  actions  of  a  few  energy  companies,  Progress  in  the  public  policy  arena  plays  a  big  role  in 

s  the  overall  economic  downturn,  made  2002  a  financially      investor  confidence,  and  the  industry  is  working  to  push  its 

illenging  year  in  the  electric  sector.  Improvement  in  2003      viewpoints  there.  But  the  most  important  development  for 

jue,  in  large  part,  to  the  fact  that  companies  are  taking      investors  over  the  last  year  has  been  the  industry's  focus  on 

d  steps  to  get  back  on  track.  They  are  shoring  up  balance      core  strengths  and  the  decisive  actions  to  increase  liquidity, 

jets,  pursuing  public  policies  to  strengthen  the  sector  and      realign  balance  sheets  and  attract  investors. 

•acting  investors.  Some  may  argue  that  the  confidence  is 

;  to  a  better  economy,  but  the  credit  must  go  to  an  industry     The  Investor  Challenge 

t  has  aggressively  developed  guidelines  for  improved         Last  June,  Erroll  Davis,  Alliant  Energy's  CEO  and  2002-03 

jncial  disclosure,  refocused  on  core  strengths  and  reached      chairman  of  Edison  Electric  Institute  (the  industry's  trade 

:  to  the  investment  community  in  the  past  year  and  a  half,      association),    reiterated   one   of   his   constant  themes:    "I 

'he  industry's  decision  to  make  investor  confidence  its      cannot   stress   enough   the   importance   of   continuing   to 

Tiber  one  priority  is  paying  off.  demonstrate  to  Wall  Street  that  our  industry  is  complying 

Still,  much  remains  to  be  done.  Glancing  at  the  energy     with  new  accounting  and  disclosure  standards,"  he  told  a 

ns  on  a  summer's  day  provides  a  glimpse  of  the  financial      gathering  of  industry  leaders. 

illenges  ahead.   One  story  describes   how  one  of  the         "Utilities  and  their  customers  have  been  painfully  reminded 

:ion's  largest  electric  and  gas  utilities  has  sold  much  of  its      by  the  upheaval  in  electricity  markets  that  electricity  is  not 

eign  operations  over  the  last  18  months,  yet  its  stock  price      just  another  commodity  but  is  an  essential  service  for  all 

>  not  rebounded.  Another  story  describes  a  company  low      consumers,"  said  Allen  Franklin,  Southern  Company  CEO 

cash  telling  state  regulators  it  can  no  longer  sell  power  to 

3  of  the  state's  major  utilities.  A  Standard  &  Poor's  report 

Dnes  ominously  about  recent  utility  debt  ratings 

Even  S&P  points  to  the  enhancement  ot  the  industry's 

sncial  metrics  over  last  year;  and  the  difficulties  of  some 

npanies  should  not  overshadow  the  posi  /(look  for 

!  industry  as  a  whole.  After  all,  this  sector's  companies 

)duce  an  essential  service  for  cons!        rs   an  -'bounding 

%  of  whom  are  highly  satisfied  with  thi  Vice  Even  in 

D2's  sluggish  economy,  total  U.S  lectricity 

ged  by  4.1  %  over  2001.  As  the  natic  ecovery 

ns  momentum,  so  too  will  electrici 
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Thomas  M.  O'Flynn 

Executive  Vice  President  and 

Chief  Financial  Officer, 

Public  Service  Enterprise  Group 

Chairman, 
38th  EEI  Financial  Conference 


PSEG 

This  year  PSEG  is  celebrating  its 
100th  anniversary  as  a  public  company. 
Our  company's  reputation  for  integrity 
is  as  important  as  any  factor  in 
enabling  us  to  reach  this  milestone. 
We  are  dedicated  to  keeping  it  strong 
—  and  pleased  to  support  industry 
efforts  in  the  same  direction. 

The  energy  industry  has  recently 
taken  a  number  of  positive  steps. 
Especially  noteworthy  is  the  work  of 
the  Committee  of  Chief  Risk  Officers, 
an  industry  group  that  has  developed 
best-practice  standards  for  the  disclo- 
sure of  energy  market  data  and 
risks.  PSEG  is  a  very  active  member  of 
thio  group. 

Invei  "Ktifiably  giving  more 

scrutiny  >  the  quality  of  a  company's 
govemarK;-  md   financial 

disclosure.  .is    is   good 

news  for  all  ntain 

a  high  stana  business 

practice  —   not  word   but 

in  deed. 


PSEG 

Id  make  things  work  for  you. 
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(and    EEl's   current   chairman),    during 
Senate  testimony  last  March.  "We  have- 
recognized  the  importance  of  assuring  the 
integrity  of  electricity  markets  to  investors, 
customers  and  the  public  at  large." 

What  is  the  investment  community 
looking  for?  First,  they  want  improved 
financial  disclosure.  The  industry  has 
answered  this  need  by  developing  a  set 
of  financial  information  and  energy  trading 
disclosure  guidelines  —  and  making 
sure  they  are  transparent,  consistent 
and  understandable.  Also,  driven  by  the 
industry's  Committee  of  Chief  Risk 
Officers,  the  industry  is  formulating 
recommendations  on  corporate  gover- 
nance and  controls,  valuation  and  risk 
metrics,  credit  risk  management  and 
risk  management  disclosures. 

In  other  words,  all  the  cards  must  be 
laid  on  the  table,  and  utilities  must  have 
the  systems  in  place  to  produce  those 
cards.  Wall  Street  doesn't  want  the  kind 
of  game  Enron  made  it  play. 

The  analysts  want  to  see  more 
liquidity.  Companies  must  have  cash  to 
pay  dividends,  invest  in  capital  projects 


and  maintain  good  credit  ratings.  To 
end,  they've  sold  assets  to  reduce  t 
—  often,  that  entails  selling  vent 
outside  the  core  business  and  con 
trating  on  generating  and  delive 
electricity,  as  well  as  retail  servi 
Also,  last  year  the  industry  unveili 
"master  netting  agreement"  for  us 
companies  trading  electricity  and  c 
commodities.  It's  designed  to  ret 
cash  dedicated  to  energy  trading, 
allowing  two  companies  that  are  se 
commodities  to  each  other  to  net 
difference  in  price  between  transact 
actually  changing  hands.  That  le. 
more  cash  freed  up  at  each  compa 

Investors  also  want  to  know  thatl| 
industry  and  its  regulators  are  cle 
the  future  —  no  one  wants  bum 
the  road.  That  means  educating  fe> 
and  state  policymakers  on  the  issues 
electric  companies  are  actively  eng. 
with    regulators   and   the   approp 
agencies   to   resolve   issues   favoi 
Over  the  last  year,  companies  wo 
with   the    Federal    Energy    Regule 
Commission   (FERC)  to  hold  tech 


U.S.  Economic  Growth  Is  Closely  Linked  to  Electricity  Grov 
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Allen  Franklin 

Chief  Executive  Officer 

SOUTHERN  COMPANY 

Southern  Company  is  the  premier 
super-regional  energy  company  in 
the  Southeast,  serving  4  million 
customers.  Our  goal  is  to  lead  the 
industry  in  customer  satisfaction 
while  earning  superior  risk-adjusted 
returns  and  delivering  a  sustainable 
and  growing  dividend  to  shareholders. 

Southern  Company  is  one  of  the 
most  widely  held  stocks  in  the  country. 

Our  strength  is  in  our  people, 
whose  talent,  experience,  under- 
standing of  the  business,  diversity  and 
community  involvement  are  our  most 
important  assets. 

We  also  have  the  hard  assets, 
including  more  than  38,000 
megawatts  of  generating  capacity 
and  more  than  27,000  miles  of  high- 
voltage  transmission  lines.  We 
emphasize  reliability  in  the  way  we 
run  the  business  to  serve  the  interests 
ustomers  and  shareholders. 

We  sot  financial  and  operational 
targets  <  believe  are  realistic. 

We  ar*:  in  our  decision- 

making. We  omises  and 

stick  to  tl  ;  narkets 

that   wo    kno  ve    are 

committed  to  i  v    c.n- 

ment  in  respon 

SOUTHER* 
COMfcft 

Energy  to  ur\\ 
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conferences  on  capital  finance  and  credit 
in  energy  markets.  They  harmonized  » 
their  understanding  of  disclosure  and 
corporate  governance  rules  with  federal 
agencies,  like  the  Securities  and  Exchange 
Commission.  And  company  investor 
relations  and  corporate  communication 
groups  are  working  to  keep  their  share- 
holders informed  and  involved. 

Legislative  Assists 

Electric  companies  pay  out  more  in 
dividends  than  any  other  industry,  so 
when  the  Jobs  and  Growth  Tax  Relief 
Reconciliation  Act,  signed  last  May, 
reduced  the  double  taxation  of  dividends, 
most  in  the  industry  viewed  it  as  a  shot  in 
the  arm.  The  new  tax  treatment  promises 
to  free  up  needed  capital,  put  more 
money  into  the  hands  of  investors  and 
generally  boost  shareholder  confidence 
—  all  good  signals  to  investors,  who 
responded  positively  by  increasing  utility 
share  prices  once  the  bill  was  signed. 

What  else  do  Wall  Street  and  the 
industry  want  Congress  to  do?  For  starters 
(and  with  August's  blackout  putting  the 
focus  on  infrastructure),  Washington  can 


provide  incentives  to  boost  transmis 
line    planning    and    construction 
industry  consistently  makes  the  ( 
before    Congress    that    transmis 
congestion  has  risen  rapidly  —  in 
opposite    direction    of    transmis 
investment.   If  no  new  lines  are 
customers  will  end  up  facing  tight  mar 
and  price  spikes.  More  importantly, 
nation  will  continue  to  be  saddled  w 
system  designed  to  serve  local  mark 
not  regional  or  national  ones.   It's 
trying  to  drive  from  New  York  to 
Angeles  without   using  the   inters 
highway   system   —  you'll   get  trj 
eventually,  but  at  what  cost? 

By  reducing  rates  on  dividends 
capital  gains,  the  tax  bill  indirectly  prov 
incentives  for  transmission  investm 
Another  advancement  for  the  indu 
would  be  an  energy  bill  that  also  o 
incentives.  The  industry  has  b 
successful  in  getting  many  impor 
provisions  into  the  current  versi 
scheduled  to  go  into  conference 
September  —  accelerated  deprecie 
of  transmission,  tax  provisions  for  the 
of  transmission  facilities,  streamlining 


Transmission  Capacity  Continues  to  Decline 
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ELECTRICITY:  KEEPING  THE   LIGHTS  ON  TODAY 
AND   POWERING  THE   ECONOMY  OF  TOMORROW. 


he  electricity  at  the  heart  of  our  lives  is  the  heart  of  innovation  in  the  American  economy.  And  electricity  will  continue  to  power  America's  growth  for 
ears  to  come.  In  fact,  electricity  demand  is  projected  to  grow  more  than  40  percent  in  the  next  two  decades. 

hareholder-owned  electric  companies  are  doing  their  part  to  help  expand  the  economy.  Our  power  plants,  transmission  and  distribution  systems  bring 
nergy  to  America's  homes  and  businesses,  and  a  proud  history  of  innovation  and  service  keeps  us  looking  ahead  with  a  keen  sense  of  the  challenges 
acing  the  energy  marketplace.  While  we  work  closely  with  regulators  and  policymakers,  we  are  committed  to  building  on  the  foundation  of  our  customers' 
md  investors'  confidence  as  we  serve  America's  electricity  needs.  Most  importantly,  we  believe  in  the  future  of  America's  electric  power  industry. 


America's  Shar® 


Real      Assets 


wned  Electric  Companies 


ervice.      Real      Growth 
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William  Cavanaugh  III 

Chairman  and  Chief  Executive  Officer 


PROGRESS  ENERGY 

What  does  it  take  to  become  a  truly 
great  energy  company? 

At  Progress  Energy,  we  believe  it's  a 
sound,  sensible  strategy  supported  by 
strong  execution  and  a  philosophy 
of  full  and  clear  disclosure.  In  2002, 
Progress  Energy  was  the  only  energy 
company  to  receive  Standard  & 
Poor's  highest  rating  based  on  trans- 
parency in  disclosing  information  to 
investors  on  finances,  operations  and 
corporate  governance. 

With  more  than  23,000  megawatts  of 
generation  capacity  and  $8  billion  in 
annual  revenues.  Progress  Energy 
(NYSE:  PGN)  is  one  of  the  nation's  top 
10  energy  producers.  The  company's 
holdings  include  two  electric  utilities 
serving  more  than  2.8  million 
customers  in  North  Carolina,  South 
Carolina  and  Florida. 

Progress    Energy    provided    a    total 

n  *or  investors  well  above  the  S&P 

ex  and  raised  its  divi- 

consecutive  year. 

Since     v  2000     Progress 

Energy  i  ,   the  S&P 

Electrics  to  '  for  total 

return  I  >i  e  7001 

and  2002. 

Open,  honest    k  I 
on  the  execu' 
formula     for    ce 
Progress  Energy. 

^t  Progress  Energy 
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siting  process  and  using  pricing  incentives 
to  stimulate  infrastructure  investment.  - 

The  industry  also  wants  to  avoid  a 
situation  where  the  nation  creates  a 
national  policy  that  favors  one  fuel  over 
others.  Right  now,  companies  use  a  range 
of  fuels  to  generate  power,  but  as  Federal 
Reserve  Board  Chairman  Greenspan 
warned  in  the  summer,  policies  favoring 
one  fuel,  such  as  natural  gas,  can  lead  to 
unbalanced  markets  and  dire  results  for 
companies  and  consumers.  Fuel  diversity 
gives  stability  and  acts  as  a  hedge 
against  unanticipated  events. 

Wall  Street  also  dislikes  investment 
roadblocks.  For  instance,  it  seems  likely 
that  Congress  will  repeal  the  Public 
Utility  Holding  Company  Act  (PUHCA). 
Passed  in  the  1930s  to  prevent  monopoly 
abuse,  PUHCA  (due  to  its  merger  and 
investment  restrictions)  now  acts  as  a 
barrier  to  capital  investment,  particularly 
in  transmission  infrastructure.  Not  only 
would  repeal  cut  down  on  compliance 
costs,  but  it  would  enhance  shareholder 
value  by  allowing  beneficial  mergers 
and  injections  of  much-needed  capital. 


The  End  of  the  "One-Size- 
Fits-AH"  Approach 

One  thing  that  would  help  eart 
across  the  sector  would  be  a 
around  in  wholesale  prices.  For  r 
industry  analysts  and  investors,  1 
an  important  indicator  of  when 
industry  as  a  whole  can  expect  tc 
sustained  improvements  in  earning' 
addition,  the  ongoing  uncertainty 
the  design  of  wholesale  markets  k 
investors  hesitant. 

The  utility  industry  has  a  stake  in 
electric   market   design   takes   sh 
FERC  is  responsible  for  impleme> 
wholesale   competition,   and   over} 
last  decade  the  commission  has  c 
to  realize  that  the  sheer  size  and  reg 
differences   of   power   markets   in 
U.S.   make  a  one-size-fits-all  appt. 
impractical.  Why?  One  reason  is 
many  companies  have  worked  sue 
fully  with  regulators  and  consumer  gr 
to  provide  reliable  power  at  affort 
prices.  Naturally,  when  prices  are 
and   service   is   reliable,   there   is 
incentive  to  change. 


Building  Investor  Confidence  10  Ways 


sheets  and  refocus  on  the  core  business 

Enhancing  disclosure  methods  and  guidelines,  in  addition  to  and  in  conjunct 

with  Sarbanes-Oxley 

Recommending  more  transparency  regarding  risk-management  practice 

energy  trading  and  marketing 

Creating  a  "master  netting  agreement"  to  maintain  liquidity  of  parties 

energy  contracts 

Seeing  tax  rates  on  dividends  and  capital  gains  reduced  in  the  recent 

legislation  —  a  boost  for  a  traditionally  dividend-paying  industry 

Working  with  Congress  to  include  positive  provisions  in  energy  bill  regard 

fuel  diversity,  incentives  for  transmission  investment  and  line  siting  (amc 

many  other  things) 

Teaming  with  Congress  and  the  regulatory  community  for  the  repeal  of 

Public  Utility  Holding  Company  Act 

iking  witlvthe  Federal  Energy  Regulatory  Commission  (FERC)  to  incre 
lility  of  Standard  Market  Design. 
WWfifflfe  witmFERC  to  develop  the  proper  balance  of  control  and  ownei 
nal  transmission  organizations 


OUR  REAL  POWER  IS  IN  OUR  BUSINESS  MODEL. 


SOUTHERN  Jl!k 
COMPANY 

Energy  to  Serve  Your  World' 


labama     Power       Georgia 


Power       Mississippi     Power       Savannah     Electric 


_ 


Dr.  E.  Linn  Draper  Jr. 

Chairman,  President  and  CEO 


AMERICAN  ELECTRIC 
POWER 

As  the  largest  generator  of  low-cost 
electricity  in  the  U.S.,  American  Electric 
Power  is  focusing  on  maximizing  the 
value  of  its  core  utility  operations 
across  11  states  and  strengthening  its 
balance  sheet.  We  have  cut  costs, 
reduced  short-term  debt,  improved 
cash  flow  and  issued  common  equity. 
As  we  concentrate  on  our  traditional 
utility  operations,  we  are  divesting 
assets  that  are  not  essential  to  the  core 
business  of  generating,  transmitting 
and  distributing  electricity. 

I  believe  our  industry  will  see 
significant  consolidation  over  the  next 
decade  because  it  is  still  so  fragmented. 
For  example,  AEP  is  the  largest 
generator  of  electricity  and  one  of  the 
largest  distributors  of  electricity  in  the 
United  States,  yet  we  have  only  a  5% 
market  share.  Increased  consolidation 
is  inevitable.  The  challenge  for  our 
company  u  ill  l  grow  in  a 

logical  way  that  in<  .  shareholder 

returns  while  maintain  attributes 

that  have  served  our  >s  and 

shareholders  weii  ears. 
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ELECTRIC 
POWER 


Currently,  FERC  has  proposed  its 
Standard  Market  Design  (SMD)  for. 
wholesale  power  markets.  The  goal  is  to 
create  uniformity  for  the  various  regional 
markets,  making  transactions  more 
transparent  and  bringing  a  level  of  confi- 
dence to  the  participants. 

Wall  Street  has  told  FERC  officials 
that  SMD  is  a  key  part  of  restoring 
confidence  in  the  industry.  The  industry 
"needs  a  cohesive  set  of  tariffs  before 
we  can  move  forward  on  transmission," 
commented  one  analyst  at  Charles 
Schwab.  But  it's  also  true  that  other 
issues,  such  as  siting,  regional  authority 
over  system  planning  and  flexibility  are 
equally  important.  For  example,  how 
will  RTOs  (regional  transmission  organi- 
zations that  operate  the  transmission 
lines  in  a  region  of  the  country)  make 
sure  transmission  owners  get  a  fair  shake? 
How  will  the  rules  spur  transmission 
investment?  How  can  companies  — 
and  investors  —  ensure  they  don't  have 
to  divest  themselves  of  their  lines? 
Getting  those  rules  right  is  one  of  the 
most  important  tasks  for  stakeholders. 

FERC  seems  to  have  recognized  the 
need  for  flexibility,  incentives  and  state 
cooperation  —  and  heeded  the  concerns 
of  industry,  state  commissions  and 
other  stakeholders.  Electric  companies 
and  investors  were  generally  pleased  in 
April  when  FERC  substantially  modified 
its  market  proposals  by  allowing  the 
wholesale  market  platform  to  develop 
with  more  regional  flexibility,  creating 
regional  state  committees.  Many  who 
were  worried  about  the  original  proposals 
are  now  happier.  "It's  not  over  yet,"  one 
CEO  told  colleagues,  "but  it's  looking 
much  better  than  it  did." 

FERC  now  also  proposes  to  allow 
utilities  additional  returns  on  equity 
when  they  participate  in  an  RTO,  divest 
their  RTO-operated  transmission  assets 


or  pursue  other  ways  to  promote 
grid's  efficiency  and  expansion.  Bu 
industry  and  the  investment  comm 
are  still  leery  that  FERC  may  en 
penalizing  companies  that  give  up  cc 
—  but  not  ownership  —  of  lines  to  F 

A  Confident  Future 

In    spite    of    these    regulatory 
legislative  challenges,  the  utility  pi 
is  positive.  Companies  are  concenti 
on  generating  and  delivering  pow. 
markets  they  know  and  are  expai 
overall  services  to  customers.  They 
listened  to  the  investment  comm 
and  are  putting  the  tools  in  place 
will  restore  confidence  in  individual 
panies.  They  are  working  with  Con' 
and  federal  and  state  regulators  to  han 
out  policy  and  organize  markets  in 
that  will  benefit  consumers  (sure 
overriding  goal  of  any  deregulation! 

The  climate  is  once  again  positiv 
investors,  a  change  reflected  ir 
recent  gains  in  utility  share  prices 
industry  fully  expects  those  gair 
accelerate  as  the  full  impact  o" 
actions  taken  over  the  last  year  ar 
by  companies  and  markets  alike 
future  demands  it.  Electricity,  after 
the  economy's  key  support. 
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Southern  Company 

www.southerncompany.co 


GAME  PLAN 


[ANOTHER    REASON    PSEG    HAS    WALL    STREET'S    ATTENTION 


In  the  end,  the  team  with  the  most  runs,  not  home  runs,  wins.  That's 


been  our  game  plan  at  PSEG  for  one  hundred  years.   Our  corporate 


style  is  to  stick  to  what  we  know  best.  We  go  for  singles  and  doubles. 


Rather  than  swing  for  the  fences.  Besides,  our  portfolio  of  businesses 


gives   us   a  balanced  lineup  of  performers,   including   a  New  Jersey 


utility,    a   Northeast   generating   company   and   other   energy   related 


businesses.   And   as   our   overall   earnings   record   suggests,   good 


things  happen  when  you  cover  all  the  bases. 


PSEG 

We  make  things  work  for  you. 


www.pseg.com 


Conservative  is  only  dull  until  the  monthly  statement. 


Municipal  closed-end  exchange-traded  funds  may  not  be  famous  for  heart-pounding  excitement.  Then  again,  there's  something! 
undeniably  thrilling  about  the  tax-free  income  they  can  provide  month  after  month.  With  more  than  90  municipal  closed-endt 
ETFs,  Nuveen  Investments  continues  to  pioneer  new  and  innovative  ways  to  offer  you  dependable  tax-free  income.  Whichl 
means  you'll  have  even  more  ways  to  balance  your  portfolio  and  keep  even  more  of  your  hard-earned  money.  Which  is  anything I 


but  dull.  Lt 


jout  other  smarter  ways  to  be  conservative:  contact  your  financial  advisor  or  visit  nuveen. coml 


0*0 

NUVEEN 


Investments 


Smarter  ways  to  be  conservative. 


There  are  risks  inherent  in  any  im 
may  trade  at  a  discount  or  premiun. 

subject  to  state  and  local  taxes,  ana 
minimum  tax  Capital  gams,  if  any, 
1-800-257-8787  Read  the  prospectus 


!>u;sible  loss  of  principal.  In  addition,  closed-end  exchange-traded  funds  freq 
;?»  value.  Income  from  national  Nuveen  municipal  closed-end  exchange-traded  funds 
■ial  closed-end  exchange-traded  funds  may  be  subject  to  the  federal  • 
axe    F-or  more  information  and  a  prospectus  where  applicable,  contact  Nuve 
i  v.  Distributed  by  Nuveen  Investments,  LLC.  ©2003  Nuveen  Investma 


ike  Father, 
Jnlike  Son 

e  New  York  Giants  are  perhaps  the  nation's  most 
dervalued  sports  franchise,  thanks  to  longtime 
iner  Wellington  Mara's  indifference  to  making 
jney.  But  son  John  has  a  new  game  plan. 


Football  Team  Values 


MONTE  BURKE 


goal:  John  Mara  and 
h  (with  Shockey)  want  the 
fits  fiscally  competitive. 


HE  FINAL  PLAY  OF  THE  SEASON 
for  the  New  York  Giants  last  year 
was  one  they'd  just  as  soon  for- 
get: A  bad  snap  from  center  and  a 
botched  hold  led  to  a  bungled 
field  goal  attempt  that  could  have  beaten 
the  San  Francisco  49ers  and  put  the  Giants 
in  the  next  round  of  the  playoffs.  Instead, 
they  lost  39-38  and  wound  up  watching  the 
Super  Bowl  on  television. 

With  a  new  snapper,  holder  and  kicker  in 
camp,  along  with  260-pound,  second-year 
tight  end  Jerome  Shockey — who's  explosive 
both  on  and  off  the  field — the  Giants  feel 
they're  poised  to  win  their  first  Lombardi 
Trophy  since  1990.  And  with  fresh  talent  on 
the  field,  there's  change  in  the  front  office, 
too.  Venerable  team  owner  Wellington  Mara, 
87,  who  has  attended  almost  every  Giants 
game  since  his  father  bought  the  team  in 
1925  for  $500,  is  finally  ceding  control  to  his 
48-year-old  son,  John  Mara,  and  the  team's 
co-owner,  Preston  Robert  Tisch,  77,  the  for- 
mer cochairman  of  hotel-and-tobacco  con- 
glomerate Loews  Corp. 

The  transition  comes  none  too  soon. 
Despite  playing  in  the  biggest,  richest  TV 
market  in  America,  the  Giants  are  the  finan- 
cial laggards  of  the  National  Football  League. 
By  FORBES  estimates,  Giants'  ownership  has 
left  at  least  $150  million  of  team  net  worth 
on  the  table.  The  Giants  generate  only  $143 
million  in  annual  revenue — 17%  less  than 
the  Buccaneers  in  the  second-tier  market  of 
Tampa,  Fla.  FORBES'  annual  ranking  of  team 
values  puts  the  Giants  in  22nd  place  at  $573 
million.  The  number-one-ranked  Washing- 
ton Redskins,  by  contrast,  are  worth  a  hand- 
some $952  million,  66%  more  than  New 
York — in  a  market  with  76%  fewer  people. 
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Fnnthall  Team  Values 


"We're  falling  further  and  further  behind  other  teams  in 
terms  of  revenues,"  concedes  John  Mara.  "At  some  point  it  will 
be  difficult  for  us  to  afford  big  contracts  and  signing  bonuses. 
We're  going  to  be  at  a  competitive  disadvantage." 

No  secret  as  to  where  the  finger  points.  Beloved  as  he  may  be 
to  his  players,  Giants  fans  and  his  fellow  owners — "a  real  gentle- 
man, who  loves  the  game  of  football,"  says  Houston  Texans 


owner  Robert  McNair — Wellington  Mara  has  always  put 
league's  interests  ahead  of  his  team's.  Forty  years  ago  he  pusl  fa  i 
for  establishing  the  NFL's  still-intact  revenue-sharing  schema  se  d 
which  TV  revenues  are  shared  equally  among  the  32  teams;  g  lost 
receipts  are  split  60-40  in  favor  of  the  home  team.  Thus  a  te 
like  the  Green  Bay  Packers  will  get  as  much  from  national  t<i  altn  n 
vision  rights  this  season— $80  million — as  the  Giants. 


PC! 


SHOWING  YOU  THE  MONEY 

The  value  of  a  National  Football  League  team  rose  this  year  to  an  diums  in  Detroit,  Houston,  New  England  and  elsewhere  that  |  dfinr 

average  of  $628  million,  up  19%  from  a  year  ago.  Our  values  packed  with  advertising  and  luxury  suites, 
(which  do  not  deduct  team  debt)  are  usually  based  on  multiples  Baseball  might  be  our  national  pastime,  but  football  is 

of  four  times  revenues,  and  can  be  attributed  to  the  richest  TV  blue-chip  stock  of  sports.  While  television  ratings  for  basebj  lary 

deal  in  sports  ($77  million  per  team  last  season),  as  well  as  new  sta-  basketball  and  hockey  have  plummeted  in  recent  years,  they  hi  m 


FRANCHISE/PRINCIPAL  OWNER(S)  (YEAR  ACQUIRED) 


CURRENT1 

(SMIL) 


VALUE 


1-YEAR  ANNUALIZED 

CHANGE  CHANGE2 


DEBT/  REVENUES 

VALUE3  (SMIL) 


i  B 


WASHINGTON  REDSKINS  I  Daniel  Snyder  (99) 


$952 


13% 


6% 


70% 


$227 


*# 


DALLAS  COWBOYS  I  Jerral  Jones  ('89) 


851 


13 


12 


198 


3       J£     HOUSTON  TEXANS  I  Robert  McNair  ('99) 


791 


NA 


49 


193 


4      gjfl    NEW  ENGLAND  PATRIOTS  I  Robert  Kraft  (94) 


756 


32 


19 


61 


189 


CLEVELAND  BROWNS  I  Randy  Lerner  ('98) 


695 


12 


174 


6      *j^     DENVER  BRONCOS  I  Patrick  Bowlen  ('84) 


683 


13 


12 


29 


171 


7  at 


TAMPA  BAY  BUCCANEERS  I  Malcolm  Glazer  ('95) 


671 


11 


17 


21 


168 


8      jJ^P      BALTIMORE  RAVENS  I  Arthur  Modell  ('61)/Stephen  Bisciotti  ('00) 


649 


13/NM 


23 


155 


»£ 


CAROLINA  PANTHERS  |  Jerry  Richardson  ('93) 


642 


12 


19 


161 


10     j$£     MIAMI  DOLPHINS  I  Wayne  Huizenga  ('93) 


638 


15 


17 


31 


159 


11  iS 


DETROIT  LIONS  I  William  Ford  ('64) 


635 


25 


14 


32 


159 


12      ^j£     CHICAGO  BEARS  I  McCaskey  family  ('20) 


621 


15 


21 


32 


132 


13 


TENNESSEE  TITANS  |  Kenneth  Adams  Jr  ('59) 


" a 


PHILADELPHiA  EAGLES  j  Jeffrey  Lurie  ('94) 


»  a 


SEATTLE  SEAHAWKS  I  Paul  Allen  ('97) 


16     J^    GREEN  BAY  PACKERS  I  Community  owned  ('21) 


on. 3  year,  the  Washington  Redskihs1 
URRIER  and  Detroit  Lions'  Steve  \   : 
Mariucci  are  the  NFL's,  highest-paid  head  coach 


Revenues  and  operating  income  are  for  200;'     .son  gam  based  on  current  stadium  deal  (unless  new  stadium  is  pending),  without  deduction  for  debt  (other  than  stadium  debt).  1  ! 

value  compared  with  most  recent  transaction.         Iim  debt.  Jtai  i    igs  before  interest,  taxes  and  depreciation.  NA:  Not  applicable.  NM:  Not  meaningful  (last  transaction  within  past 


In  the  past  that  system  allowed  small-market  teams  like  the 
Jeers  to  attract  top  players  and  dominate  the  league.  But  in 
se  days  of  hyperinflated  team  values— and  correspondingly 
h  debt  loads  for  new  owners — there's  intense  pressure  for 
teams  to  make  money  above  and  beyond  the  share-the- 
alth  revenue  flow  in  order  to  remain  competitive.  Thus  the 
sh  to  pump  up  what's  known  as  "local"  revenue — money 


made  on  stadiums,  naming  rights  and  sponsorships. 

McNair,  who  bought  Houston's  expansion  franchise  for 
$700  million  in  1999,  is  the  poster  boy  for  this  new  method. 
After  getting  taxpayers  to  shell  out  $334  million  for  a  new  sta- 
dium and  taking  on  $410  million  in  debt,  he  sold  the  naming 
rights  to  Reliant  Energy  for  $300  million  over  30  years.  Last  year 
alone  he  made  $33  million  from  premium  seats,  helping  the 


FOR  MORE  STATISTICS  AND  STORIES  ON  THE  NATIONAL  FOOTBALL  LEAGUE,  PLEASE  GO  TO  WWW.F0RBES.COM/F00TBALL. 
TIST1CS  EDITOR:  KURT  BADENHAUSEN.  RESEARCH:  STEVE  CHRYSANTHIS.  VERONICA  DICAMILLO,  CECILY  FLUKE,  LESLEY  KUMP,  MICHAEL  K.  0ZANIAN,  LACEY  ROSE. 

d  firm  for  football.  Football  already  has  sold  half  of  its  ad  time  nopolistic  industry  where  costs  are  largely  fixed?  No  wonder  Forbes 
the  Super  Bowl  that  airs  in  February,  something  the  team  own-  400  member  Robert  McNair  paid  $700  million  for  the  expansion 
in  other  sports  can  only  dream  about.  Even  better,  the  NFL  has  Houston  Texans  in  1999,  up  from  $200  million  apiece  for  the  Car- 
dan cap  that  keeps  player  salaries  at  56%  to  64%  of  the  league's  olina  Panthers  and  the  Jacksonville  Jaguars  just  six  years  earlier, 
enue.  Who  wouldn't  want  to  own  a  piece  of  a  growing,  mo-  Business  in  the  NFL  is  very  good.  — Michael  K.  Ozanian 


0WNER(SHYUA  ACQUIRED) 


VALUE 


CURRENT1 

(SMIL) 


1-YEAR 
CHANGE 


ANNUALIZED 
CHANGE2 


DEBT/ 
VALUE3 


REVENUES 

(SMIL) 


OPERATING 
INCOME4 

(SMIL) 


■     PITTSBURGH  STEELERS  I  Daniel  Rooney  (33) 


$608 


9% 


19% 


19% 


$152         $11.4 


B     ST  LOUIS  RAMS  I  Georgia  Frontiere  (72)/Stanley  Kroenke  ('95) 


602 


11 


12/15 


17 


150 


30.9 


P      KANSAS  CITY  CHIEFS  I  Lamar  Hunt  family  ('60) 


601 


30 


26 


150 


31.4 


I 


NEW  ORLEANS  SAINTS  I  Thomas  Benson  ('85) 


585 


22 


13 


21 


146 


43.1 


P     OAKLAND  RAIDERS  I  Allen  Davis  (66) 


576 


37 


24 


144 


\ 


15.5 


NEW  YORK  GIANTS  I  Wellington  Mara  ('25)/Preston  Tisch  ('91) 


573 


11 


20/12 


11 


143 


15.6 


JACKSONVILLE  JAGUARS  I  Wayne  Weaver  (93) 


569 


11 


19 


142 


36.5 


P      SAN  FRANCISCO  49ERS  I  Denise  DeBartolo  York  (77) 


568 


23 


16 


13 


142 


16.0 


M      NEW  YORK  JETS  I  Robert  Wood  Johnson  ('00) 

I 


567 


11 


NM 


18 


142 


BUFFALO  BILLS  I  Ralph  Wilson  Jr  (59) 


564 


23 


26 


12 


141 


CINCINNATI  BENGALS  I  Michael  Brown  ('66) 


562 


11 


12 


12 


141 


SAN  DIEGO  CHARGERS  I  Alexander  Spanos  (84) 


561 


26 


12 


13 


140 


'  INDIANAPOLIS  COLTS  I  James  Irsay  (72) 


547 


31 


12 


16 


137 


MINNESOTA  VIKINGS  I  Billy  Joe  McCombs  ('98) 


542 


24 


17 


23 


135 


ATLANTA  FALCONS  I  Arthur  Blank  ('02) 


534 


31 


NM 


51 


133 


£     ARIZONA  CARDINALS  I  William  Bidwill  ('32) 


505 


35 


14 


11 


126 


LEAGUE  AVERAGE 


$628 


19% 


15% 


24% 


7.7 


35.4 


32.9 


32.9 


17.8 


35.2 


0.4 


12.8 


$155    $32.7 


**y* 


<BWS--, 


The  REDSKINS'  operating  i 
of  $88  million  exceeds  the  | 
of  the  five  highest-earning  1 
baseball— combined. 


K 


In.t920  the  original  NFL  owners  had  to 
pay  $100  ($920  adjusted  for  inflation)  to 
j§#Th£ league.  The  HOUSTON  TEXANS' 
n  fee  wi  1999:  $700  million. 


The  Super  Bowl 
I  champion 

TAMPA  BAY 
'  BUCCANEERS 

have  a  season 


*•    of  80,000. 


■affi 


Football  Team  Values 


team  turn  a  pretty  25%  operating  profit  margin.  McNair's  team 
ranks  number  three  on  the  FORBES  list,  valued  at  $791  million. 
The  Giants,  by  contrast,  had  a  mere  11%  operating  profit 
margin.  That  owes  in  part  to  Wellington  Mara's  terrible  lease 
agreement  (which  runs  until  2026)  for  Giants  Stadium,  a  1970s 
facility  in  a  21st-century  business.  After  shared  broadcast  rev- 
enues, a  stadium  is  the  most  important  source  of  cash  flow. 


POM-POMS  AND  PROFITS 

If  John  Mara  and  Bob  Tisch  want  to  squeeze  more  cash  out  of  the  New  York 
Giants,  they  might  check  out  the  cheerleaders  on  the  sidelines  of  their  arch- 
rivals,  the  Philadelphia  Eagles  and  the  Dallas  Cowboys. 

The  Giants  have  never  had  cheerleaders.  But  maybe  they  should.  Unlike 
the  revenue-sharing  program  that  spreads  TV  royalties  across  the  league, 
money  generated  by  cheerleader  calendar  sales,  corporate  appearances  and 
clothing  lines  all  stay  with  the  home  team.  It's  a  small  amount— on  average 
the  25  teams  that  have  cheerleaders  probably  gross  just  over  $1  million  a 
season.  But  the  costs  are  low,  especially  when  you  consider  salaries  can 
range  between  $200  and  $1,000  a  month  per  cheerleader.  Deep-pocketed 
sponsors  can  pick  up  the  tab  for  operating  expenses. 

With  their  hot  pants,  cowboy  boots  and  tight  shirts  tied  at  the  waist, 
the  Dallas  cheerleaders  have  been  the  league's  standard  for  three 
decades.  But  these  women  don't  do  it  for  the  money— they  reportedly  get 
only  $50  a  game  and  pose  for  a  popular  annual  swimsuit  calendar  that 
sells  for  $4.99  on  the  team's  online  store.  For  young,  aspiring  cheer- 
leaders, the  Cowboys  run  a  summer  camp  that  costs  up  to  $160  for  three 
days.  Wary  of  giving  away  secrets,  the  Cowboys  won't  disclose  financials 
for  its  cheerleading  squad. 

Maybe  that's  because  the  team  knows  it  finally  has  some  competition. 
Last  year  the  Philadelphia  Eagles  put  some  lust  into  the  City  of  Brotherly  Love. 
Its  lingerie  calendar  even  features  topless  cheerleaders,  a  first  for  the  image- 
conscious  NFL.  "We  wanted  to  break  away  from  the  pack,"  says  Barbara  Zaun, 
the  Eagles'  director  of  cheerleading.  This  year  the  team  is  printing  20,000 
copies  that  retail  for  $12.99.  A  Web  site  promo- 
tion drew  40,000  votes  in  one  week  to  pick  cover 
girl  Brianne  Salzario  (see  photo).  During  the 
season  the  cheerleaders  do  as  many  as  ten  cor- 
porate gigs  a  week  at  $200  an  hour  per  ■  f 
woman.  Estimated  revenues:  $500,000.  Or  * 
about  enough  to  pay  the  signing  bonus  for  a 
valuable  position  player.  —Rob  Wherry    \ 


t 


The  Pbiteqelphia  Eagles 
xheerte^tler  squad. 


From  1992  to  2006, 26  of  the  32  teams  will  have  built  a  ne 
stadium  or  renovated  an  old  one.  Even  old  family-run  tear) 
have  gotten  into  the  game,  erecting  a  new  stadium  (Pittsbuq 
Steelers)  or  overhauling  an  older  one  (Chicago  Bears).  But  n 
the  Giants.  And  as  league  revenues  go  up,  so  does  the  salary  a 
for  players,  leaving  teams  without  new  revenue  sources  in  da 
ger  of  losing  out  on  the  best  (and  most  expensive)  talent. 

The  Giants  must  pay  10%  of  the  stadium  gate  to  the  New  Jd 
sey  Sports  &  Exposition  Authority,  which  owns  the  complex 
team  makes  $1.5  million  on  concession  sales,  while  most  tear 
get  at  least  50%  more.  The  Giants  also  get  only  $7  million  in  st 
dium-advertising  and  sponsorship  revenue,  against  a  $12  millic 
league  average.  They  don't  have  a  stadium-name  sponsorship 
the  Philadelphia  Eagles,  who'll  get  an  annual  $7  million  over ; 
years  from  Lincoln  Financial.  In  a  tattered  Giants  Stadium,  fro 
142  "club  seats"  and  115  luxury  suites,  the  team  takes  in  only  i 
million.  League  average  from  premium  seating  is  $18  million 

Says  Dallas  Cowboys'  owner  Jerry  Jones:  "Dollars  are  li 
draft  picks — you  only  have  so  many  of  them.  If  you  don't  max 
age  them  well,  you  pay  the  price." 

Tisch,  who  bought  50%  of  the  Giants  in  1991  from  Wellini 
ton's  nephew,  Timothy  Mara,  has  taken  the  lead  in  making  tl 
Giants  run  more  like  a  real  business.  "One  of  the  first  things  B<' 
told  me  when  he  came  in,"  John  Mara  says,  "was  'Raise  the  re 
enue,  cut  the  expenses — everything  else  in  business  is  bull- 

Tisch  and  Mara  have  built  the  team's  first-ever  marketing  d 
partment  to  sell  ad  space  in  the  stadium,  and  now  solicit  compe 
itive  bids  from  vendors  like  airlines,  hotels  and  equipment  supp. 
ers.  The  elder  Mara  had  simply  signed  on  with  the  same  vendo 
year  after  year.  But  the  biggest  modernization  is  updating  Giar 
Stadium.  Tisch  and  Mara  are  planning  to  pour  $250  million  in 
a  face-lift  aimed  at  luring  an  extra  $25  million  in  annual  revenu 
turning  a  dowdy,  decrepit  dowager  into  a  hot  attraction. 

Among  the  changes:  bumping  up  the  number  of  luxury  b 

seats  to  128  from  115  to  collect  an  extra  $1.5  million  a  ye< 

converting  the  $65  seats  in  the  mezzanine  level  to  8,000  ch 

seats  that  will  go  for  $200  a  game,  grossing  $16  million;  wide: 

ing  the  corridors  and  improving  the  concession  stands  to  spa 

higher  traffic;  and  sprucing  up  restrooms  and  the  lighting  ai 

sound  systems.  The  overall  effect  would  be  to  make  Giants  St 

dium  on  par  with,  say,  Reliant  Stadium  in  Houston. 

But  one  thing  stands  in  the  way:  a  nasty — and  very  public- 
dispute  with  George  Zoffinger,  chief  of  the  New  Jersey  Sports  8c  E 
position  Authority.  He  nixed  a  deal  where  the  Giants  would  foot  t 
entire  $250  million  renovation  bill,  then  get  to  keep  all  stadiu 
revenues  for  all  events — paying  the  authority  only  a  dollar  a  ye; 
Zoffinger  has  publicly  called  the  Giant  owners  "pigskin  prince; 
Retorts  Tisch:  "You  can't  trust  them."  He's  planning  a  lawsuit. 

Which  is  all  a  bit  much  for  the  football  purist  in  Wellingt( 
Mara.  "My  attention  was  always  more  toward  the  personnel  enc 
he  says,  sidestepping  questions  over  whether  he  could  ha 
squeezed  more  financial  value  out  of  the  team  he  has  helmed  f 
the  better  part  of  seven  decades.  "The  league  has  changed.  It's  b 
come  a  marketing  powerhouse  and  a  conglomerate,"  Mara  sa] 
And  there's  no  place  for  sentiment  in  a  business  like  that. 


Human  nature  gives  people  the  desire 
to  make  their  own  health  care  decisions. 

UnitedHealthcare's  consumerism 
gives  them  the  power. 


Think  it's  time  for  someone  to  put  your  employees  at  the  center  of  their  health  and  let  them  define  what  works 
best  for  them  and  their  families?  We  couldn't  agree  more. 

Over  the  past  20  years  we've  been  giving  consumers  more  and  more  control  over  their  health  with  programs  and 
services  like  Open  Access,  Care  Coordination "  and  the  innovative  online  consumer  tools  ofwww.myuhc.com.  More 
recently  we've  given  patients  affordable  access  to  Centers  of  Excellence  -  premier  treatment  facilities  that  can  make 
a  difference  in  the  lives  of  those  with  diseases  that  need  special  care. 

Now,  iPlan5™  and  Overture*  lead  our  new  generation  of  health  coverage  options  that  engage  and  empower  consumers 
with  appropriate  -  but  not  overwhelming  -  resources  and  financial  incentives.  So  employees  of  both  self-funded  and  fully 
insured  companies  can  have  the  control  an    accountability  to  make  the  best  decisions  for  their  own  health. 

To  learn  more  please  contact  your  broker  01  consultant  or  visit  www.unitedhealthcare.com. 

UnitedHealthcare* 

111]   A  UnitedHealth  Group  Company 


'  Administrative  service  to  self-insured  plans  pro'     •  ,v"  es'  "1C' 

"United  HealthCare  Insurance  Company,  or  Uniu  d  H 


unitedhealthcare.com 
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"There's  no  substitute  for  a  face-to-face 
relationship  for  building;  trust,"  says 
Alfred  Sen  wan ,  chairman  of  The  Sehwan 
Food  Company.  "A  lot  of  businesses  are 
really  built  on  a  personal  relationship, 
and  we  try  to  do  that  as  much  as  possible. 
That's  why  we  ask,  'Why  don't  you  come 
to  Marshall,  Minnesota,  and  we'll  show 
you  around  our  facility?'  The  problem  is 
that-  anyone  who  travels  commercially 
t  a  vi  unpleasant  inconvenience 
•  s  why  we  operate  our  own 
bu  |  iare  is  no  question  —  our 

airpl.*  ■  Hi  a  world  of  opportu- 

nity i  bout  the  cost?  "That 

depends  o»r  u  value  yo\ir  time  — 

it's  not  just  a  «i ;  i  <  if  cost  "  he  says. 

"1      j!  question  of  value . " ' 


Sehwan  certainly  understands  the  value  of  a  company  p 
and  he  is  not  in  the  minority.  More  than  20,000  compj  ike 
in  the  U.S.  gain  critical  business  aircraft  benefits  daily,  ar 
these  organizations,  business  aircraft  are  profoundly  changir 
way  they  do  business. 

Industry  analysts  say  interest  in  business  aircraft  benefits  is  in 
ing  as  new  aircraft  and  charter,  fractional  ownership  and  other  I  te 
vative  plans  such  as  the  Marquis  Jet  Card  program  make  these  a 
tages  more  accessible  to  a  wider  range  of  users.  These  aircra 
creating  vital  opportunities  because  they  put  you  in  control  of 

"A  business  aircraft  provides  the  flexibility  needed  to  respc 
situations  with  overwhelming  speed,"  says  Peter  Bellini,  direc 
Corporate  Aviation,  Becton  Dickinson  &  Co.  "From  my  perspe 
the  company  plane  is  an  indispensable  tool  that  allows  you  to 
the  demands  of  a  competitive  business  environment  where  tirr 
crucial  and  being  there  face-to-face  is  essential  to  assess,  negi 
and  close  on  transactions." 

Equally  important,  he  says,  "A  business  aircraft  removes  the  Jem 
mercial  time  barriers  that  cause  one  to  defer  or  even  call  off  a  I   k 
mooting.  To  delay  or  cancel  because  of  time  constraints  almos 
tainly  results  in  lost  opportunity." 
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WHAT  CAN  A 
INESS  AIRCRAFT 
TOR  YOU? 

»te  Time,  Fly  Direct, 
d  Delays 

direct  to  more  than  5,000  local 
lunities  in  the  U.S.  without  delays 
ingestion  and  land  just  minutes  from 
final  destination.  Compare  that  with 
irlme  airports,  of  which  about  40  are 
that  absorb  75%  of  all  U.S.  com- 
ial  air  traffic.  Typical  one-  to  two- 
trip-  in  a  business  jet  could  take  half 
I  or  more  via  airlines  and  road, 
nost  of  a  day  if  a  change  of  planes 
uired. 

tin  Flexibility 

th  a  business  aircraft, 
operate  >>n  your 
lule,  not  an  airline's 
xi  go  when  you  need 
id  return  when  you 
to.  You  avoid  unnec- 
;  overnights  and  days 
■ted  travel  time. 

ike  Travel  Time 

iuctive  Time 

liness   aircraft    pro- 

a  safe,  secure  environment  to  discuss 

dential  business  issues,  and  they're 

ned  so  you  can  work  in  comfort  and 

n  constant  touch. 

cpand  the  Mind, 
tore  the  Soul 

quiet  business  aircraft  cabin  is  a  per- 
:nvironment  in  which  to  think,  relax 
ejuvenate. 

jgain  Your  Life 

mmercial  traveling  is  debilitating 
demoralizing,  eventually  affecting 
ictivity  and  family  relationship 


•  Travel  Safely  and  Securely 

On  a  business  aircraft,  you  know  who  is 
w  ith  you  and  what  is  aboard.  You  know 
the  crew,  you  know  how  the  aircraft  is 
maintained  and  you  depart  and  arrive 
through  carefully  monitored,  private  ter- 
minals. Security  is  built  in  and  highly 
effective. 

These  are  just  a  few  of  the  benefits  that 
business  aircraft  provide.  Read  on  and 
learn  more  about  how  small  and  large 
companies  are  reaping  important  business 
travel  advantages  through  business  air- 
craft, and  how  you  too  can  easily  obtain 
these  essential  benefits. 


Flight  Log 

Ol  COMMUNICATIONS 


Computer  "techie"  Brad  Jenkins  opened 
his   own   business    in   rural   Marysville, 
Calif.,    at    age    22.    Within    six    years, 
Jenkins's  start-up  mushroomed  into  the 
largest  independent  ISP  (Internet  Service 
Providei )  in  California,  which  he  prompt- 
$18  million.  Jenkins  immedi- 
ately launched  Ol  Communications.  By 
birthday,  Ol  was  one  of  Califor- 
ompetitive  local  exchange 
communications  super- 
i  rving  500  ISPs  that  provide 
urcraft    can    make    travelin  m  customers  with  an  on-ramp  to 

'able  again.  iet- 


Although  Jenkins  operates  at  cyber 
speed,  he  prefers  doing  business  the  old- 
fashioned  way  —  by  meeting  face-to-face. 
To  reach  California  customers  and  ven- 
dors in  places  like  Stockton,  Fresno,  Sali- 
nas, San  Luis  Obispo  or  Camarillo  could 
take  five  hours  or  more  by  airline  and 
about  as  long  by  car.  The  time  penalty 
was  unacceptable. 

Jenkins  needed  more  control.  He  tried 
charter  and  was  disappointed.  Then  he 
discovered  Flight  Options  fractional  own- 
ership and  purchased  a  one-sixteenth 
share  of  a  Cessna  Citation  CJ1.  Now  he's 
moving  at  the  travel  equivalent  of  a  Tl 
line,  jetting  anywhere  in 
California  in  an  hour  or 
less.  He's  landing  when  his 
competitors  are  still  stand- 
ing at  the  airline  gate. 

"The  ability  for  us  to 
expand  the  business  defi- 
nitely has  been  a  function 
of  being  able  to  ask,  'Why 
don't  we  get  together,  face- 
to-face,  and  discuss  it?'"  he 
says.  "We  can  schedule 
more  impromptu  meetings 
because  we  have  the  speed, 
convenience  and  flexibili- 
ty to  react  quickly,  and  we  can  bring  sup- 
port and  engineering  people  that  we 
wouldn't  normally  bring  since  we  can  get 
them  back  quickly  without  losing  a  lot  of 
production  time."  He  adds,  "The  jet  is 
essentially  a  mobile  office  —  we  can  plan 
our  strategy,  work  and  have  conversations 
that  you  wouldn't  consider  on  a  commer- 
cial flight." 

What's  next?  "We  are  going  to  next- 
generation,  data/voice  combinations,  and 
our  growth  plans  in  Texas,  Nevada, 
Oregon  and  Washington  are  all  under 
way,"  he  says.  That's  why  Jenkins  upgrad- 
ed to  a  faster,  longer-range  Flight  Options 
jet.  "It's  fantastic,"  he  beams.  "Even 
though  [Flight  Options]  has  thousands  of 
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customers,  they  seem  to  know  who  you 
are  every  time  you  call,  and  they  treat  you 
like  a  rock  star." 

BUYING  AN  AIRPLANE 
NEW  OR  USED 

"The  timing  has  never  been  better  for  con- 
sidering an  aircraft  purchase,"  says  Walt  Wake- 
field. Wakefield  is  Jet  Aviation's  vice  president 
of  Aircraft  Sales  North  America.  His  compa- 
ny is  the  world's  leading  provider  of  business 
aviation  services,  including  aircraft  sales,  man- 
agement, charter,  maintenance,  completions 
and  global  flight  support.  Its  U.S.  and  Euro- 
pean divisions  jointly  operate 
a  fleet  of  more  than  150  air- 
craft worldwide,  and  will  log 
more  than  60,000  flight- 
hours  this  year. 

Time  to  Buy 

"Interest  rates  are  at  a 
historical  low,  and  new  tax 
incentives  make  it  attractive 
to  purchase  either  a  new  air- 
craft or  a  pre-owned  aircraft 
and  refurbish  it,"  says  Wake- 
field. "A  major  incentive  is 
that  prices  in  the  used  air- 
craft market  have  probably  reached  rock 
bottom."  With  the  significant  number  of  air- 
craft available,  "It's  a  buyer's  market,"  Wake- 
field emphasizes. 

Through  jet  Aviation's  extensive  worldwide 
organization,  which  includes  executive  air  ter- 
minals (also  known  as  FBOs,  or  fixed-base 
operators),  maintenance  centers  and  comple- 
tion facilities  on  four  continents  and  more 
than  300  pilots  flyi  ere  across 

the  globe,  "We  hav<  the  n<  nrk  and 
resources  to  match  a  lot  of  poi  I  nvers 

and  sellers  every  day,"  be  s;  [p 

clients  tbrough  the  complex  pm 
sales  process,  determine  the  mos  h 

craft,  research  the  market,  perform  i 
and  provide  estimated  costs  oi  opi  i 
explains  Wakefield. 


Making-  the  Old 
Virtually  New 

Wakefield  also  points  out  that  it  is  possible 
to  perform  a  total  makeover  on  a  used  aircraft 
including  complete  interior  refurbishing,  exte- 
rior paint,  advanced  avionics  and  new 
engines.  Jim  Harrison,  Jet  Aviation  manager 
of  Interior/Completions  West  Palm  Beach, 
agrees.  "We  can  transform  an  aircraft  and 
increase  functionality  by  reconfiguring  the 
interior  with  new  leatherwork,  cabinetry  and 
seating,"  he  says,  "and  it  will  look  and  feel 
brand-new."  Harrison  is  installing  shell  con- 
versions that  emulate  Gulfstream  GIV  interi- 


bers  had  encouraged  me,  literally,  foi 
or  three  years."  Ultimately,  Ross  mad 
plunge  and  contracted  with  Cite 
Shares  for  a  quarter  share  (200  hours  a 
ally)  in  a  Cessna  Citation  Excel,  r 
delighted.  "It's  a  terrific  tool  —  just  iml 
ible.  I  can't  say  enough  positive  tr 
about  it,"  exclaims  Ross.  The  big  revel; 
for  him  was  the  massive  gain  in  efficit 
"You  have  to  put  a  value  on  your  pers 
time  as  well  as  the  wear  and  tear  on  y 
self  and  your  executives,"  he  says.  1 
can't  justify  a  business  aircraft  on  the 
of  economics  alone." 

US     Oncology     is 
nation's  largest  health 
network  dedicated  exclus 
to    cancer    treatment 
research,  with  over  875  p| 
cians  at  more  than  450  < 
munity  sites  and  76  reg 
cancer  centers  in  30  state' 
considerable  number  o 
operations  around  the  coi 
are  located  in  areas  tha 
not  well  served  by  commt 
airlines,    so    [the    Cite 
Excel]  has  truly  been  he 
in  getting  me  in  and  o 

"BUSINESS  AVIATION  HAS  BEEN  AN  ESSENTIAL 
PART  OF  OUR  GLOBAL  GROWTH  AND  SUCCESS 
FOR  MORE  THAN  56  YEARS." 

Peter  Bellini,  Director  of  Corporate  Aviation,  Becton  Dickinson  &  Co. 


ors  in  Gulfstream  Gil  and  GUI  aircraft,  and 
he  can  similarly  convert  older  Dassault  Falcon 
20  and  Falcon  50  interiors  to  the  latest  Falcon 
50EX  look  and  styling. 
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US  ONCOLOGY 


Dale  Ross  is  a  believer.  As  chairman  and 

CEO  of  Houston,  Tex. -based  US  Oncolo- 

i    acknowledges,  "I  resisted  [using  a 

icss  aircraft  1  purely  from  a  financial 
mdpoint,  even  though  our  board  mem- 


some  of  the  smaller  airports,"  says  Ross. ' 
go  to  one  of  our  cancer  centers  and  take  ol 
few  hours  out  of  the  day  or  go  to  an  eye  I 
meeting  or  speaking  engagement  and  get  1 1 
that  night.  That  means  that  I'm  back  in 
office  the  next  morning  at  eight  o'clock  \  I 
out  wasting  another  half  a  day  getting  th 
A  local  airfield,  one  of  a  dozen  surroun| 
Houston,  is  10  minutes  away. 

Ross  also  uses  the  jet  to  fly  prospective  | 
tomers  such  as  physicians'  groups  to 
cancer  centers  and  bring  them  home 


/e  offer  24-hour  worldwide  medical 
Assistance  onboard  or  off  because 
/e  don't  just  fly  aircraft.  we  fly  people. 

hJetJets,  our  care  for  our  Owners  means  not  only  flying  including  self-care  recommendations,  assistance  in  coordinating 

n  halfway  around  the  world  in  the  safest  way  possible,  medical  care  appointments  and  help  arranging  emergency 

also  getting  them  the  help  they  need  should  a  medical  transport  if  needed, 

■rgency  arise  far  from  home.  ,     .,  r       .     a.   ,.         ,.     ,  ':,      ..   a   . 


t's  why  we  collaborated  with  Mayo  Clinic  to  develop  Mayo 
lie  Executive  Travel  Response.  It  provides  every  Netjets 
.  Owner  with  direct  access  to  the  world-renowned  medical 
)urces  of  Mayo  Clinic,  onboard  or  off.  And,  of  course,  we're 
only  company  in  the  fractional  ownership  industry  to  offer 
r  services. 

an  Owner,  you'll  receive  a  d  ed  i  cat  e^.  phone  npmber  to 
:h  Mayo  Clinic  medical  professionals. 24  houj^spaday,  for 
medical  reason.  Whether  you  neeefcritical zi0 m  Eastern 
ope  and  don't  know  where  to  tiirrn.'or  [usi^'n't -medical 
ice  from  a  trusted  source  closer  to  Horae=  sorneoneis  always 
-e  for  you.  One  phone  call  brir)^ii^r*1ei^fte- assistance, 


including  self-care  recommendations,  assistance  in  coordinating 
medical  care  appointments  and  help  arranging  emergency 
transport  if  needed. 

In  the  event  of  an  in-flight  medical  emergency,  the  Netjets 
flight  crew  will  contact  Mayo  Clinic  directly.  Every  Netjets  U.S. 
aircraft  is  outfitted  with  emergency  kits  and  supplies  specified 
by  Mayo  Clinic.  In  addition,  emergency  oxygen  and  automatic 
electronic  defibrillators  are  Oh  all  large  cabin  aircraft  and  soon 
will  be  on  the  entire  fleet.  All  crew  members  have  been  specially 
trained  to  use  this  equipment  and  undergo  annual  mandatory 
testing  and  training  administered  by  Mayo  Clinic.  It's  just 
another  example  of  how  farvtfe'li  go  to  be  the  safest  and  most 
secure  private  aviation  company. 

To  learn  more  about  Mayo  Clinic  Executive  Travel  Response 
and  all  the  other  reasons  more  fractional  jet  owners  choose 
Netjets,  call  1-877-356-0754  or  visit  www.netjets.com. 


NETJETS?  LEAVE  NOTHING  TO  CHANCE: 
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night.  "Without  this  kind  of  tool,  it  would  be 
absolutely  impossible  to  get  a  group  to  give  up 
their  busy  schedules  and  travel  to  one  of  our 
facilities  commercially,"  he  says. 

There  is  another  important  intangible, 
Ross  adds.  "I  have  a  tendency  to  make  myself 
much  more  available  out  in  the  community 
as  a  result  of  the  company  airplane.  Flying 
commercial,  I  would  find  excuses  not  to  go, 
but  that  is  not  the  case  with  the  company 
jet,"  he  says.  "If  I  need  to  go,  I  go." 

AIRCRAFT 
MANAGEMENT  — 
OUTSOURCING 
FLIGHT 
OPERATIONS 

The  time  penalty  associat- 
ed with  commercial  travel  has 
generated  broad  interest  in 
business  aircraft.  Nevertheless, 
many  companies  and  individ- 
uals have  neither  the  desire 
nor  the  capacity  to  deal  with 
operational  overheads.  Bruce 
McNeely,  Jet  Aviation  senior 
vice  president,  Aircraft  Man- 
agement Services  &  Sales 
North  America,  points  out 
that  by  outsourcing  the  management  function 
to  specialists,  a  buyer  can  gain  all  of  the  business 
aircraft  advantages  and  financial  benefits  while 
eliminating  the  bother. 

"A  top-quality  aircraft  management  compa- 
ny can  provide  a  full-service,  turnkey  package, 
including  highly  trained,  dedicated  flight  crews, 
factory-trained  maintenance  technicians, 
hangarage,  insurance  and  accounting  services, 
plus  the  assurance  that  all  operations  meet  the 
most  rigorous  industry  standards,"  says 
McNeely.  "A  management  relationship  makes 
using  your  airplane  as  easy  as  picking  up  the 
telephone.  Everything  else  is  taken  care  of." 

"Quality  management  companies  not  only 
have  the  experience  and  capability  to  handle 
all  of  the  operational  details,"  says  Al  Pod, 
CEO  of  Columbus,  Ohio-based  Executive  K  ( 


Management  (EJM),  a  Netjets  company, 
which  manages  about  120  aircraft  located 
throughout  the  country.  "The  largest  ones  can- 
negotiate  significant  discounts  based  on  volume 
buying  power  when  it  comes  to  training,  main- 
tenance, fuel  and  insurance,  and  those  savings 
can  be  passed  along  to  reduce  ownership  costs." 
McNeely  agrees,  adding  that  the  savings  can 
often  offset  the  entire  management  fee. 

Generate  Revenue 
With  Charter 

Both  Pod  and  McNeely  point  out  that  when 
owners'  needs  are  limited,  it  is  possible  to 


maintenance,  staffing,  fueling,  FBO  and  cJ 
pletions,  turns  business  aircraft  ownership  | 
operation  into  an  art. 
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BECTON  DICKINSON  &  CO. 


More  than  a  century  ago,  Maxwell  Be< 
and  Fairleigh  Dickinson  founded  a  small  rrl 
ical  device  firm  with  a  handshake.  Today,  q 
company  is  a  global  medical  products  g 
where  face-to-face  relationships  continue  tt| 
crucial  to  business. 

To  enable  BD  personnel  to  maintain 
contact  with  customers,  suppliers  and 

than  70  facilities  through  | 
the  U.S.,  Europe  and  So 
America,  the  comp 
employs  two  powerful  b 
ness  tools  —  a  global-ra: 
Dassault  Falcon  900EX 
Falcon  50  business  jet.  "Bi 
ness  aircraft  have  been 
essential  part  of  our  glo 
growth  and  success  for  mj 
than  56  years,"  says  Pe 
Bellini,  director  of  corpoil 
aviation. 

"The  key  benefit  is  tirri 
he  says.  Senior  manag 


"THE  JET  IS  ESSENTIALLY  A  MOBILE  OFFICE  — 
WE  CAN  PLAN  OUR  STRATEGY,  WORK  AND  HAVE 
CONVERSATIONS  THAT  YOU  WOULDN'T  CONSIDER 
ON  A  COMMERCIAL  FLIGHT." 

Brad  Jenkins,  Founder  &  CEO,  Ol  Communications 


increase  the  financial  practicality  of  ownership 
by  generating  revenue  through  charter.  The 
revenues  gained  can  significantly  offset  fixed 
ownership  costs,  and  in  many  cases,  the  net 
expense  of  full  ownership  can  compete  favor- 
ably with  fractional  programs. 

Organizations  like  Executive  Jet  Manage- 
ment provide  an  umbrella  of  professional  man- 
agement and  charter  services.  And  Jet  \\  i.i- 
tion,  with  its  complete  range  of  benefits 
including  global  management,  charter,  sales, 


engineers,  researchers  and  others  use  the 
craft  frequently  in  order  to  gain  that  cFit; 
advantage.  In  addition,  the  business  jets  bi 
customers  and  vendors  to  view  BD's  facili 
and  product  lines  and  develop  closer  relati 
ships  with  management. 

With  thousands  of  airports  to  choose  ft 
across  the  U.S.  and  abroad,  the  Falcons,  wh 
jointly  log  about  1,250  hours  annually,  ere 
fast  and  easy  access  to  commercially  rem 
locations.  Bellini  mentions  small  airports 


citation  X 


It  was  already  the  fastest  business  jet  ever.  Now,  version  2.0  is  here.  With  5  percent  more  takeoff  thrust. 
Carrying  more  payload.  Launching  from  shorter  runways.  And  covering  up  to  six  time  zones  -  some  3,900 
statute  miles  -  in  less  time,  on  less  fuel,  than  any  other  business  jet.  Time  zones  for  breakfast. 
Competitors  for  lunch.  Then  home  in  time  for  dinner.  With  the  Mach  .92  Citation  X. 
Call  1-800-4-CESSNA  or  go  to  CitaMonX.Cessna.com/breakfast34. 


Sure    I  I)  i  n  g 


~1 

Cessna 

A  Textron  Company 
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than  five  minutes  away  from  many  of  their 
facilities.  "Our  engineers  or  executives  can 
leave  in  the  morning,  spend  a  full  day  at  the 
plant  in  Columbus,  Nebr.,  or  Sumter,  S.C.,  and 
return  home  that  evening.  That's  incredible 
productivity,"  he  says.  "To  do  that  trip  com- 
mercially, including  plane  changes  and  a  two- 
and-a-half-hour  drive,  would  take  the  whole 
day  just  to  get  there.  Our  passengers  can't  afford 
to  lose  that  kind  of  time."  After  returning  from 
a  morning  trip  to  Bangor,  Me.,  and  London, 
Ontario,  the  Falcon  50  was  preparing  to  depart 
for  a  trip  to  Massachusetts  and  return  that 
evening.  "It  is  an  amazingly  efficient  way  to  do 
business,"  he  says. 

While  the  eight-passenger 
Falcon  50,  with  a  nonstop 
range  of  3,600  statute  miles, 
handles  most  of  the  domestic 
flights  and  those  to  Mexico 
and  Latin  America,  the  12- 
passengpr  Falcon  900EX, 
with  a  nonstop  range  of  5,000 
statute  miles,  typically  flies 
the  overseas  routes.  "We  have 
plants  all  over  Europe  and  we 
can  fly  direct.  When  we  land, 
customs  is  there,  transporta- 
tion is  there  and  the  time 
savings  is  tremendous.  "We 
can  literally  visit  a  city  each  day  in  different 
countries,  which  is  very  common,"  he  says. 

In  the  Falcon  900's  three  distinct  cabin  sec- 
tions, passengers  can  dine,  w<  >rk,  relax  and  sleep 
comfortably,  Bellini  says.  "' ; 
private  environment,  whic  i  igned,  lit- 

erally, as  an  extension  of  thi  including 

a  digital  projector,  fax,  copi(  tei      it<  Slite 

communications  and  AC  po>.        rlapto] 
each  seat,"  lie  says.  "It  is  an  »  "  pi  iduc- 

tive  way  to  operate." 

CHARTER  — 

TRAVEL  CONVENIENCE 

AND  FLEXIBILITY 

Aircraft  charter  may  be  the  ItlDSI  convi 
w.iv  co  access  business  aviation  benefits.  It  is 


also  the  most  flexible,  explains  Larry  Dean,  Jet 
Aviation  senior  vice  president,  Charter  Ser- 
vices North  America.  "You  pay  for  what  you 
need  when  you  need  it  and  there  are  no  capi- 
tal investments,  long-term  contracts  or  a  fixed 
number  of  hours.  Each  time  you  travel,  you 
select  an  aircraft  best  suited  to  the  requirement 
and  the  budget,"  says  Dean,  "and  whether  you 
fill  a  few  seats  or  all  of  diem,  the  charges  remain 
the  same."  Dean  also  emphasizes  that  charter  is 
not  just  about  air  travel.  Charter  is  a  compre- 
hensive door-to-door  service  delivered  with 
safety,  speed  and  efficiency. 

Jet  Aviation's  global  operations  span  four 
decades  and  provide  charter  to  and  from  any- 


the  increasing  interest  to  the  inconvenie| 
delays  and  security  concerns  associated 
commercial  travel.  According  to  Dean,  cl 
ter  customers  are  using  business  aircraft  so  [ 
can  travel  on  their  own  schedules,  save  t 
and  turn  travel  time  into  productive  timel 
mentions  there  is  also  a  trend  to  bring  rl 
people  to  maximize  the  efficiency  of  the  tl 
Although  Jet  Aviation's  managed  airJ 
fleet  is  the  core  source  for  charter,  Jet  Avial 
also  invested  in  its  own  Private  Fleet  of  sil 
similarly  outfitted,  completely  updated  1 1 
range  Gulfstream  jets,  which  are  availabl| 
charter  at  all  times.  Because  the  Private  1 
aircraft  look  and  feel  the  same,  they  presenl 
uniformity  of  the  fractil 
ownership  experience  wit| 
the  up-front  costs. 

To  make  charter  even  i 
attractive,  Jet  Aviatiol 
introducing  one-way  pril 
on  select  charters.  "Wei 
responding  to  the  competl 
pressures  of  fractional  owl 
ship,  and  there  is  defl 
interest  in  developing  thej 
of  customers  paying  onlj 
occupied  time,"  Dean 
"We  are  working  on  a  null 


"I  HAVE  A  TENDENCY  TO  MAKE  MYSELF  MUCH 
MORE  AVAILABLE  ...  AS  A  RESULT  OF  THE  COMPAIl! 
AIRPLANE.  IF  I  NEED  TO  GO,  I  GO." 


Dale  Ross,  Chairman  &  CEO,  US  Oncology 


where  in  the  world  from  bases  in  the  U.S., 
Europe,  the  Middle  East  and  Far  East.  The 
company  has  charter  coordination  centers  in 
Teterboro,  N.J.,  Zurich,  Switzerland,  and  Hong 
I  landle  all  global  planning  and  reser- 
14  hours  aday. 

Ivoid  Inconvenience 
1  Delays 

a  Hk!  is  on  the  use,  Dean  points 
»i  spite  the  si  iw  economy,  lie  attributes 


of  innovative  ideas  right  now,  which  we  | 
to  announce  shortly." 


Flight  Log 

DCM-DOLL  CAPITAL 

MANAGEMENT 


"This  is  the  closest  alternative  to  creat  I 
carbon  copy  of  me,"  asserts  Dixon  R.  I 
founder  and  managing  general  partner  o  | 
icon  Valley  venture  capital  firm  DCM- 
l  Capital  Management.  In  a  business  wl 


V 


-L/ 


WITH  THE  ADDITION  OF  RAYTHEON'S  COMPREHENSIVE 
NETWORK  OF  FACTORY  MAINTENANCE  CENTERS  NATIONWIDE, 
IT  MAKES  BEING  HERE  EVEN  MORE  RELAXING. 

With  what  was  already  the  largest  maintenance  network  in  the  industry,  Flight  Options  lias 
added  even  more  support  for  you.  Raytheon,  our  new  partner,  will  provide  additional  factory 
service  for  our  grow  ing  fleet  of  220,. aircraft  at  1.5  service  centers  nationwide.  And  by  securing 
impressive  long-term  maintenance  agreements  with  aviation  leaders  Pratt  &  Whitney  Canada, 
GE  Aircraft  Engines  and'HoMl)  welU/Jwe  can/  continue  to  provide  you  with  the  broadest  service 
network  in  the  induStr^if?  oneltfore  wajr Flight  Options  is  committed  to  taking  fractional  jet 
ownership  to  a  lievy^V'ei.of  ^.I'tflJence,  Epr  our  owners  and  our  fleet.  See  for  yourself  by 
calling  877-703-2348  or1  ,%'ur Web. site.  ;       .  ' 


ight  Options  is  an  affili 


www.flightoptions.com 


hen  you  can  vault  over  your  competition  in  one  decis 

move,  you  don't  hesitate  —  neither  do  we. 

We're  using  the  technology  and  engineering  edge  we've  gc 

building  fighter  to  create  the  world's  most  advanced  busine 

With  a  revolutionary  new  wing  that  monies  computer  desk 

fly-by-mre  technology  to  make  a  30%  leap  in  flying  efficiency. 

And  an  elegant,  sculpted  body  thai  virtually  defies  drag. 


: 


ten, 


package  of  speed  and  economy  wra 

ibmry-guiet  cabin  in  the  sky,   >■  three 

that  take  you  in  and  out  of  even  small  airport         n  i  5, 700 
ross  oceans  and  continents  —  u 
ilcon  7X  will  leapfrog  the  competition  I 
re  cordially  invited  to  do  the  same. 
light:  2005.  Delivery:  2006.    www.fc.kon  fet com 


U.S.  ^01.541.4600  /  France  33. 1.47. 11.82.32 
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timing  is  everything,  Doll  manages  what  Hou- 
dini  could  not.  Doll  finished  a  two-day  con- 
ference after  a  morning  session  in  New  York 
and  attended  an  important  lunch  engagement 
in  San  Francisco  the  same  day.  "You  can't  pull 
that  off  without  a  business  jet,"  he  says.  "It's 
an  amazing  productivity  weapon." 

Doll  owns  Netjets  shares  in  a  Dassault 
Falcon  2000  and  a  Raytheon  Hawker  800 
XP,  but  in  this  case,  he  traded  hours  for  a 
Netjets  Cessna  Citation  X,  the  world's  fastest 
business  jet,  which  can  shave  20%  off  of 
coast-to-coast  flight  times. 

"It's  by  no  means  inexpensive,"  he  says, 
"but  you  don't  have  to  do  a 
cost/benefit  analysis  to  assess 
the  real  value.  This  is  an 
absolute  time  expander.  You 
sometimes  have  events  or 
schedule  conflicts  where  you 
have  to  choose  one  over  the 
other.  With  [my  business  jet] 
it  is  likely  that  I  can  attend 
both  and  not  have  to  decide. 
If  it's  an  important  meeting 
and  you  can't  go,  it's  the 
value  of  being  there  versus 
not  being  there." 

Convinced  that  fractional 
ownership  offers  him  superior  advantages  over 
outright  ownership,  Doll  says,  "Some  days  I'm 
interested  in  speed  and  other  times  I'm  inter- 
ested in  a  larger  plane  that  seats  12  and  has  a 
flight  attendant,"  he  says.  "You  can  pick  the 
plane  fr<  im  tl  [eet  I  hat  is  optimal  for  the  par- 
ticular tri]  J  rwo  planes  simulta- 
neously, and  top  for  a  three-hour 
meeting  oi  me  without 
paying  tin  p<  mpry-leg, 
return  flight  fees  I 

"I  think  you  r<  i 
have  to  consider  i  hi  ervice 

that  can  add  day-  i. 

quality  of  your  life  experii  tilow 

you  to  spend  more  qualii  /tin 
colleagues  and  family,"  Doll  poini 
hard  to  pul  a  price  tag  on  that  ." 


BUDGETING  FOR 

MAINTENANCE 

A  big  question  for  new  buyers  as  well  as 
those  who  have  operated  business  aircraft 
extensively  is,  what  is  that  aircraft  going  to 
cost  to  maintain?  Budgeting  for  mainte- 
nance is  one  of  the  biggest  headaches  for 
aircraft  owners  and  prospective  buyers 
because  of  the  many  unpredictable  events 
that  can  happen.  Things  break,  parts  fail 
and  until  they  do,  the  annual  cost  of  main- 
tenance remains  a  question  mark. 

To  fill  the  predictability  void  and  control 
budget  shock,  Chicago-based  Jet  Support  Ser- 


will  apply  to  engines  or  airframe  or  botl 
comprehensive  "tip-to-tail"  package.  U 
manufacturers'  programs,  the  JSSI  pli  B 
transferable  to  a  new  owner  or  to  a  si 
quent  aircraft  purchase. 

Rodney  Fellenbaum,  director  of  ma 
nance  for  Rite  Aid,  keeps  the  engine 
three  company  aircraft  on  a  JSSI  plan, 
tually  all  regular  maintenance  costs  are 
ered  by  the  hourly  fee  paid,  and  JSSI  I 
care  of  any  necessary  repair  immediately 
says.  "It's  important  insurance  against  r 
unanticipated  events.  If  an  engine  req 
an  early  overhaul,  for  example,  they  w 
cover  it  even  though  " 
event  should  normall 
years  off  in  the  future,' 
Fellenbaum. 

"A     guaranteed     h<l l0 
maintenance  plan  brings, 
siderable  peace  of  mine 
adds.  "Whatever  our  ma  : 
nance  costs,  the  only  I  ' 
that  Rite  Aid  will  see  i  f 
regular  monthly  bill 
JSSI.  It  gives  you  a  fixec 
per  hour  that  you  can  c 
on,  so  it  really  streamline 
budget  process." 


"I  HAVE  CLOSED  MORE  RANCH  SALES  ON 
BOARD  THE  AIRCRAFT  THAN  ANY  OTHER 
SINGLE  LOCATION." 


Mike  Luigs,  Owner,  Land  Water  Sky 

vices  Inc.  (JSSI)  comes  to  the  rescue  with  an 
innovative  approach.  For  an  agreed,  fixed  fee  for 
every  hour  the  aircraft  flies,  JSSI  takes  all  the 
worry  or  surprise  out  of  maintenance  costs.  Its 
customized  programs  can  apph  to  most  turbine 
engines  and  many  airframes.  Although  manu- 
facturers have  their  own  pay-per-hour  programs, 
flu  \  are  often  more  expensive,  inflexible  and 
lack  important  features  (hat  JSSI  includes. 

ISSI  program  is  tailored  to  individual 

Is  depending  on  the  kind  of 

nance  coverage  desired  and  whether  it 


Flight  Log 

THE  SCHWAN 
FOOD  COMPANY 


Marvin  Schwan  climbed  into  a  dilaf 
ed  1946  Dodge  truck  and  set  out  to  d( 
ice  cream  from  his  parents'  Marshall,  V 
dairy.  He  sold  14  gallons  that  day.  Today 
Schwan  Food  Company,  still  based  in 
Marshall,  is  the  largest  branded  frozen 
company  in  the  U.S.  and  the  world's  k 
frozen-pizza  manufacturer.  Its  Salina,  ¥ 
pizza  plant  consumes  more  dairy  pro< 
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are  produced  in  the  entire  state  of 
is,  and  Schwan  produces  enough 
la-brand  egg  rolls  annually  to  stretch 
3  end  from  New  York  to  Hong  Kong. 
how  did  a  small-town  dairy,  which  is 
■ours  away  from  major  airline  service 
inneapolis,  blossom  into  a  global 
pn-c"  "Without  a  flight  department, 
uld  be  difficult  to  keep  our  headquar- 
nd  our  executives  here  in  Marshall," 
Schwan  CEO  Larry  Pippen.  "We'd 
more  management  staff  all  over  the 
:ry,  and  this  would  damage  the  cotpo- 
:ulture  that  has  been  so  successful  for 
»ur  corporate  aircraft  pay  tor  them- 
;  over  and  over  again  in  terms  of  over- 
oductivitv  and  our  ability  to  maintain 
mer  relationships  and  facilitate  acqui- 
i  of  new  companies." 
the  1960s,  The  Schwan  Food  Compa- 
ith  the  help  ot\\  small  plane,  established 
:e  in  Milwaukee,  Wis.,  and  later,  pur- 
d  ,i  frozen  ice  cream  business  in  Hutchi- 
kis.,  a  venture  in  West  Union,  Iowa, 
■rough  a  twist  of  tare,  a  pizza  plant  in 
a,  Kans.  Company  Chairman  Alfred 
an  is  emphatic  about  the  role  the  com- 
plane  played:  "Business  aircraft  have 
a  crucial  ingredient  in  our  growth  and 
ided  vital  access  when  and  where  we 
;d  it,"  he  says. 

Bran's  two  Cessna  Citation  Excel  busi- 
iets  ire  parked  minutes  from  the  office, 
of  which  flies  an  astounding  700  hours 
ally.  They  carry  executives,  sales  teams 
engineers  —  anyone  in  the  company 
authorization.  "It's  very  difficult  to  get 
arshall  commercially,  so  our  aircraft  are 
pensable,"  says  Schwan.  "You  can  meet 
m-to-person  in  a  few  hours,  which  is 
important,  and  we  can  take  customers 
to  Marshall,  Salina  or  Florence  [Ky] 
i  them  our  facilities.  The  ability  to  do 
s  crucial." 

hwan  underscores  the  role  the  comp.i 
ts  play  in  recruiting  and  retaining  the 
people  and  allowing  them  to  ha'-c  a 


"OUR  PEOPLE  CAN  DO  THE  JOB  THAT  NEEDS  TO  BE 
DONE.  THEY  CAN  TAKE  CARE  OF  A  DAY'S  WORTH  OF 
BUSINESS  AND  GET  HOME  THAT  EVENING.  THAT'S  A 
BIG  ADVANTAGE." 

Brad  Piel,  Chief  Shuttle  Pilot,  ConocoPhillips 


ith    JESSI    you're    covered 


from    nose    to    tail 


• 


*»*»»*>**■* 


JESSI  isJSSI. 

Jet  Support  Services,  Inc. 

We  offer  a  comprehensive 

hourly  cost  maintenance 

guarantee  program  designed 

to  keep  your  aviation 

budget  under  tight  control. 

It's  called  Tip-To-Tail, 

and  it  covers  every  part, 

system  assembly, 

labor  and  inspections. 

All  you  worry  about 

is  fuel  and  the  crew. 

Get  to  knowJSSI  today. 


. 


Protection  from  che  high 
cost  of  maintenance. 

1-888-721-9141 

1-312-644-4444 

www.askjssi.corr* 
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family  life.  Typically  the  Excels,  often  with 
seven  or  eight  aboard,  head  out  in  the 
morning,  visit  three  or  four  locations  and 
return  home  the  same  evening. 

"Our  executives  squeeze  in  as  much  as 
they  can  and  often  do  in  one  day  what  it 
would  take  three  to  four  days  to  do  commer- 
cially," says  Schwan.  "We've  given  our 
people  an  efficient  way  to  get  in  and  out  to 
meet  the  customers  and  do  business."  With 
the  jet,  flights  between  the  Salina  plant  and 
the  Marshall  R&D  center  take  an  hour.  "If 
you  had  to  take  a  commuter  flight  to  Kansas 
City  and  another  to  Minneapolis  and  dtive 
to  Marshall,  you've  shot  an 
entire  day,"  says  Schwan. 
"We  fly  to  Houston  or  San 
Diego  in  less  time  than  it 
takes  to  drive  to  the  airline 
terminal  in  Minneapolis. 
Our  people  save  time,  they 
are  less  fatigued  and  they're 
more  productive.  You  can't 
imagine  the  benefits." 

FRACTIONAL 

OWNERSHIP  — 
GAINING  MORE 
FOR  LESS 

More  than  a  quarter  century  ago,  Netjets 
Founder  Richard  Santulli  conceived  the 
notion  of  fractional  ownership.  Santulli's 
vision  launched  a  revolution  that  made 
long-term  access  to  the  advantages  of  busi- 
ness aircraft  more  affordable  than  ever 
before.  Fueled  by  the  deterioration  in  airline 
service,  it  remains  the  hottest  idea  for  gain- 
ing all  of  the  operational  advantage 
business  aircraft  at  a  fraction  of  the  cost,  and 
today,  thousands  of  companies  and  individ- 
uals that  never  dreamed  it  possible  are 
ing  these  important  benefits 

The  idea  is  simple:  For  a  fraction  of  the  cost 
of  a  whole  aircraft,  a  buyer  receives  all  th 
efits  and  t.ix  advantages  but  not  the 
tional  concerns  and  overheads.  A  one-eighth 
share  gives  a  buyer  100  hours  ot  i  tccupied  tligbt 


time  a  year;  a  quarter  share,  200  hours.  Frac- 
tional owners  also  pay  a  fixed  monthly  man- 
agement fee  plus  direct  operating  costs  for 
onboard  flight  hours  (but  not  for  empty  or 
return  nights).  With  fractional  ownership-,  you 
buy  time  and  productivity,  and  your  aircraft 
can  be  anywhere  you  are:  Owners  are  guaran- 
teed an  aircraft  at  their  disposal  from  any  one 
of  more  than  5,000  airports  in  the  U.S.  In 
addition,  owners  can  request  two  planes  at 
once  or  exchange  hours  for  larger  or  smaller 
aircraft.  That  means  you  can  select  the  best 
aircraft  for  the  trip  while  gaining  the  advan- 
tages of  a  fleet.  In  addition,  owner  representa- 


field  that  has  seen  many,  including  son 
ation  giants,  come  and  go.  Each  comr 
committed  to  the  highest  standards  of 
security  and  service.  In  that  regard  th 
all  premier  practitioners. 

NetJets 

Owned  by  Berkshire-Hathaway  am 
more  than  3,000  owners  and  500  aircrafi 
Jets  remains  the  oldest  and  world's  largest 
diversified  fractional  ownership  provide) 
company,  which  has  taken  a  leadership 
setting  industry  standards  for  safety  and  *| 
also  operates  similar  programs  in  Europ 
the  Middle  East.  In  assoc 
with  sister  company  Exe 
Jet  Management,  K 
offers  a  full  range  of  sei 
from  whole  aircraft  put 
and  acquisition  to  a 
management,  charter] 
fractional  ownership.  Ir 
tion,  through  an  exc 
alliance  with  Marquis  Je 
ners,  access  to  the  entire 
Jets  fleet  is  available  i 
U.S  and  Europe.  The  M 
Jet  Card  offers  a  short- 
pre-paid  lease  for  25  he 


'OUR  CUSTOMERS  WANT  MORE  RELIABILITY  ANI| 
MORE  CONTROL  OF  THEIR  TIME.  THEY  WANT 
FLEXIBILITY  AND  THEY  WANT  SECURITY,  BUT 
WITHOUT  INCONVENIENCE." 

Fabio  Alexander,  CEO,  Miami  Executive  Aviation 


■ 


tives  provide  personalized  concierge  service 

organizing  limos  or  car  rentals,  meals  and  bev- 

or  any  special  requirements.  Fractional 

owners  actually  gain  more  benefits  and  greater 

ility  than  with  a  wholly  owned  aircraft. 

WIDE  RANGE  OF  CHOICES 

Four  major  fractional  ownership  providers 

-  Netjets,  Flight  Options,  Bombardier  Flex- 

jei  and  Citation  Shares  —  stand  out  in  a 


occupied  flight  time.  The  Marquis  Jet 
opens  the  advantages  of  fractional  owni 
to  a  wide  audience  that  wants  to  samp 
benefits  in  smaller  increments. 

Currently,  Netjets  offers  the  largest  sele 
with  1 3  aircraft  choices.  Four  small  jets 
from  the  Cessna  Citation  Bravo  to  the  Ci 
Excel.  Midsized  jets  include  Raytheon  r 
ers,  the  Gulfstream  200  and  the  re 
breaking  Cessna  Citation  X,  and  the  four 


You  wouldn't  overpay  your  taxes. 

Why  overpay  for  your  private  jet  travel? 


Fractional  ownership  designed  to  keep  amenities  up,  your  costs  down.  Imagine 
riding  in  a  new  best-selling  Cessna  Citation.  Everything  is  managed  for  you. 
Fly  when  you  want,  arrive'  refreshed;  ready,  punctual.  An  expensive  luxury? 
Not  anymore.  Our  smdfrter;:i|I|astructure  affords  you  the  industry's  lowest 
upfront  and  ongoing  costs.  Fly  .wisely,  spend  smartly.  See  specs  and  jets  at 
citationshares.com.  For  a  ^®Bg^  comparison,  call  1  800  340-7767,  ext  121. 


www.citationshares 
©2003  CitationShares 


M    CITATIONSHARES 

*-**        Making  private  practical.™ 
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cabin  jets  include  the  Falcon  2000,  the  ultra- 
long-range  Gulfstreams  and  the  Boeing  Busi- 
ness Jet.  As  owners  upgrade  to  different  aircraft 
types,  pre-owned  aircraft  also  become  available 
and  new  models  are  always  being  introduced. 
Netjets  international  programs  in  Europe 
and  the  Middle  East  provide  owners  with  a  dis- 
tinct advantage  making  worldwide  travel 
options  considerable.  Hours  can  be  exchanged 
for  use  of  aircraft  in  any  part  of  the  Netjets 
world,  which  means  an  owner  in  the  U.S. 
could  travel  to  Europe  or  the  Middle  East  and 
have  guaranteed  access  to  any  of  the  available 
aircraft  in  those  fleets. 

Flight  Options 

Now  owned  by  Raytheon, 
Flight  Options  entered  the 
fractional  ownership  market 
five  years  ago  as  a  start-up 
with  an  innovative  proposi- 
tion: By  offering  pre-owned 
aircraft  with  fully  refurbished, 
all-new  interiors,  fresh  paint 
and  the  latest  safety- 
enhanced  avionics,  buyers 
can  gain  all  the  advantages  of 
fractional  ownership  at  cost 
savings  of  30%  to  35%  on 
comparable  competitors'  programs.  The  idea 
took  off.  Today,  Flight  Options  is  the  world's 
second-largest  fractional  ownership  provider 
with  approximately  2,000  owners  and  more 
than  200  aircraft  in  operation  including  the 
world's  largest  fleet  of  Raytheon  aircraft. 

When  the  merger  with  Raytheon  Travel  Air 
took  place  last  year,  Flight  Options  added  a 
complete  range  of  brand-new  choices  includ- 
ing Raytheon  King  Airs,  Beechjets  and 
Hawker  800s.  The  pre-owned  aircraft  include 
Cessna  Citationjets,  Citation  Vs,  Citation 
650s,  Raytheon  Beechjet  40CA.  Hawk, 
Dassault  Falcon  50s,  Bombardier  C '1  ■  illenger 
601s,  ( 'nation  Xs  and  Gulfstream 

With   the  addition  ol   new    jets, 
Options  also  introduced  an  innovative  idea 
called  Factory-Supported  Pricing™,  whit  h 


reduces  new  aircraft  hourly  costs  by  passing  on 
maintenance  savings  for  aircraft  still  under  fac- 
tory wananty.  In  addition,  Flight  Options  pro- 
vides a  flexible  margin  for  annual  hour  utiliza- 
tion. Owners  may  use  up  to  an  additional-25% 
of  allocated  hours  in  any  given  year  or  carry 
unused  hours  forward.  There  is  also  an  interest- 
ing hybrid  program  where  a  buyer  can  purchase 
a  share  with  hours  allocated  in  two  different  air- 
craft on  a  25%/75%  basis. 

Another  unique  plan  that  Flight  Options 
developed  is  called  dedicated  crewing.  Crews  are 
assigned  to  specific  aircraft  that  they  fly  exclu- 
sively, assuring  familiarity  and  enhancing  safety. 


ments  to  the  standard  fractional  owrl 
relationship.  New  Challenger  604  ownl 
example,  receive  an  additional  20%  irl 
in  the  hours  for  each  one-sixteenth  sharl 
out  any  increase  in  the  purchase  price,  r| 
ly  management  fees  or  hourly  rates. 

The  Versatility  Plus  program  is  ail 
industry  first.  It  increases  owner  flexibn 
allowing  the  purchase  of  additional  h(| 
excess  of  those  in  the  contract  or  the 
unused  hours  if  needs  change  and  usaa 
short  of  the  contract  allocation.  Extral 
also  can  be  purchased  in  aircraft  types| 
than  the  one  owned. 

Another  Flexjet  inl 

tion  is  the  AnyTime  C| 

program,  which  allol 

owner  to  purchase  gi| 

teed  upgrades,  in  additl 

those    already    built 

the  contract.  Similail 

owner  can  purchase  il 

pie-use  waivers,  whichl 

the  use  of  two  or  moil 

craft  at  once  beyond 

guaranteed.  There  i: 

a  waiver  available  fcl 

minimum  one  flight| 

flight  charge. 


"OUR  PEOPLE  SAVE  TIME,  THEY  ARE  LESS  FATIGlj 
AND  THEY'RE  MORE  PRODUCTIVE.  YOU  CAN'T 
IMAGINE  THE  BENEFITS." 

Alfred  Schwan,  Chairman,  The  Schwan  Food  Company 


Flexjet 

Wholly  owned  by  Bombardier,  Flexjet  is 
the  only  fractional  ownership  program  to 
otter  a  complete  range  of  new  aircraft  manu- 
factured, maintained  and  operated  by  the 
manufacturer  itself.  This  includes  the  Lear- 
jet  51  A,  Learjet  45,  the  midsized  Learjet  60, 
de-body,  long-range  Challenger  604 
1     oon  to  be  added,  the  Learjet  40  and 
lenger  W0  (n£e  Continental). 

.  t  offers  some  innovative  enhance- 


CitationShares 

CitationShares  is  a  joint  venture  be' 
aircraft  manufacturer  Cessna  and  TAC 
ation,  a  highly  reputed  global  provider 
charter  services.   CitationShares  is 
unique  among  fractional  ownership  cc 
nies  in  offering  shares  in  the  most  affoi 
range  of  smaller-cabin  Cessna  jets,  si  I 
the  Citation  CJ 1  and  Citation  Bravo,  a  T 
as  the  Citation  Excel,  which  sports  a  s  ■ 
jet  price  tag  but  comes  with  a  midsize  < 


EMBRAER 

Corporate  jets 


R  MOST  VALUABLE  BUSINESS  TOOL.  ManyihM  a 

orporate  jet  is  a  necessary  but  impracticalcbst  of 
oing  business.  Embraer  created  t^e;;|^||a'ey'-to 
nallenge  this  notion.  By  delivering  e  jgal'Sizei 

oeed,  power,  and  range  at  a'prJceJa 
elow  other  super  mid-sized  aircf^H  '■  •     ^  J 
egacy  proves  high  performance 


have  to  come  at  a  high  price.  You  can  have  it  all -a 
1,410  cubic-foot  cabin,  Mach  .80  speed,  a  3,100  nm 
range  with  10  passengers,  impressive  payload,  and  a 
take-off  distance  of  under  6,000  feet  -  for  millions  less 
ian  competing  aircraft.  Who  would  have 


B    R   A    E  .  R 


thought  a  business  jet  could  bolster  your 
hottom  line?  The  Legacy  by  Embraer. 


1BHAER  CORPORATE  JETS    I    U.S.  (954/ 


ROPE  (33  1)  49  38  44  40  I  MIDDLE  EAST  971  (0)4  3914824 
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The  company  serves  all  of  the  lower  48 
states,  Mexico,  Canada,  the  Bahamas  and 
Bermuda.  However,  the  three  aircraft  in  the 
program  are  regional  in  their  capability, 
which  means  that  the  CitationShares  pro- 
gram is  ideal  for  those  who  need  transporta- 
tion within  a  1,000-  to  1,500-mile  radius  and 
average  about  four  or  five  passengers.  Inter- 
estingly, that  happens  to  be  the  typical  busi- 
ness aircraft-utilization  pattern. 

CitationShares  is  also  unique  in  that  one 
can  purchase  as  little  as  a  one-sixteenth  share 
and  then  add  2 5 -hour  increments.  You  also 
can  use  up  to  120%  of  your  hours  in  any  given 
year  by  borrowing  from  the 
following  year,  so  there  is 
inherent  flexibility  in  the 
utilization  formula.  If  you 
have  hours  remaining  at  the 
end  of  the  five-year  period, 
you  lose  them  if  you  sell  back 
the  share,  but  you  can  also 
extend  the  management 
contract  on  a  year-to-year 
basis  and  carry  those  hours 
over  without  any  additional 
capital  expenditure. 


Flight  Log 


training,  insurance  and  hangarage.  With  a  tiny 
company  like  ours,  which  is  me,  a  secretary  and 
a  bunch  of  ranch  labor,  we  really  weren't  able 
to  handle  those  extra  overheads."  In  addition, 
Luigs  points  out,  "Owning  a  share  in  the 'King 
Air  gives  us  access  to  the  entire  Flight  Options 
fleet.  It  is  a  huge  advantage  to  be  able  to  pick 
from  a  menu  of  aircraft  and  select  the  best  one 
for  the  day's  mission." 

Typically,  Luigs  uses  the  King  Air  to  pick  up 
prospects  in  Houston,  Dallas  or  Austin  and 
bring  them  to  one  of  many  local  Hill  Country 
airports  nearest  the  property  in  question.  On 
the  King  Air  flights,  he  has  a  captive  audience 


LAND  WATER  SKY 


"We  couldn't  do  the  volume  of  business  that 
we  do  without  our  business  aircraft,"  says  Mike 
Luigs.  His  Bandera,  Tex.-based  company,  Land 
Water  Sky,  is  located  in  the  Texas  Hill  Country 
ully  develops  and  sells  ranch  properties 
througho  it  a  30-county  area.  "We  use  the  air- 
possible  for  our  prospects  to  get 
here,"-  ,  .,      isomers  "are  high-net- 

worth  Lndi  h     have  lots  and  lots  of 

things  bui 

Luigs  used  charti  i  thai  a  frac- 

tional share  in  a  Flighi  tytheon  King 

Air  offered  many  m  u 
several  important  fractio 
that  convinced  us,"  he  says  I  a  limited 

need  for  flight  time  and  wanted     tumlo 
vice  so  we  didn't  have  to  worry  about  pilots, 


enthusiasm  had  only  a  little  to  do  witl 
"This  is  the  first  time  ever  that  an  ail 
has  been  displayed  at  a  PGA  TOUII 
event!"  he  blurted.  "What  you  are  I J 
at,"  he  told  his  nationwide  audiencJ 
Cessna  Citation  CJ1,  and  if  a  playerl 
hole-in-one  on  Hole  15,  he  coull 
$300,000  worth  of  flight  time!"  The! 
in-one  didn't  happen,  but  it  did  gel 
considerable  interest  in  business  a 
and,  particularly,  the  capability  oil 
generation,  small-cabin  jets  like  the! 
tion  CJ1,  which  can  speed  you  morJI 
halfway  across  the  nation  nonstofj 
promotion  idea  and 
for  its  success  belol 
Fabio  Alexander,  CI 
Miami  Executive  AvI 
based  at  Miami's  Opa-i 
Airport,  an  essential 
ness  aviation  relievtl 
field  for  the  Miami  ar| 

The     marketing 
which  netted  an  arr| 
four-plus  minutes  oil 
work  TV,  focused  oil 
"IK  moting    business    ail 

benefits  as  well  as  All 
der's  charter  partner  El 


"IT'S  THE  VALUE  OF  BEING  THERE  VERSUS 
NOT  BEING  THERE." 

Dixon  R.  Doll,  Founder  &  Managing  General  Partner, 
DCM-Doll  Capital  Management 


in  a  comfortable,  relaxed  environment  that's 
conducive  to  business.  "It  has  paid  for  itself  in 
spades,"  he  says.  "I  have  closed  more  ranch 
sales  on  board  the  aircraft  than  any  other 
single  location." 

RELIEVER  AIRPORTS 
GENERATE  BUSINESS 
AVIATION  BENEFITS 

The  NBC  newscaster  was  excited  about 

•  tivity  on  the  15rh  fairway  at  the 

Doral  2003  Ford  Championship,  and  his 


tive  Air  Services,  which  operates  fi\| 
craft  under  the  Miami  Executive  Av  | 
canopy.  "Airlines,  challenged  bycil 
market  conditions,  have  helped  to 
greater  demand  for  business  aviation! 
Alexander.  "Our  customers  want  morl 
ability  and  more  control  of  their  time, 
want  flexibility  and  they  want  securit  I 
without  inconvenience."  Former  N| 
Dolphins  head  coach  Don  Shula  agrei  i 
is  one  of  Alexander's  charter  client: 
discovered  that  a  business  aircraft  coil 


Charter  &  Management 

e  Move  lour  Business  at  the 


North  &  South  America 
(1-800)  736  8538 


AMMAN  ANTWERP  AUSTIN  BASEL  ? 
.VA  •  CAIRO  CHICAGO  COLOGNE  Offi 
ER  •  HONG  KONG  INNSBRUCK 
OWN  ■  MOSCOW  ■  MUSCAT  ORLA« 
RE    STOCKHOLM    ST  PETERSBURG    1 


ifiation.com/charter 


Europe,  Middle  &  Far  East 
(41-58)158  8686 

BEDFORD  -  BEIRUT  •  BERLIN    BERMUDA    BEVERLY 


P ,  :'KLAGENFURT   ■    KUWAIT  ,   LONDON  BIGGIN  HILL   >   LUGANO   •   MANNHEIM   •   MILAN 

tf&E"'  R!FL£  ■  RIYADH     ROCHESTER' •  .SAARBRUCKEN  ■  SANTA  MONICA  -SAN  FRANCISCO 

flENWA  ■.WASHINGTON  •  WEST  PALM  BEACH  ■  WINDSOR  LOCKS  ■  WHITE  PLAINS  -  ZURICH 


WE  -  AROCXD  THE  WORLD 


■ '  ■  ■ 
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an  invaluable  enhancement  to  his  bur- 
geoning restaurant  business. 

Since  taking  the  helm  at  Miami  Execu- 
tive Aviation,  Alexander  has  transformed 
a  sleepy  airplane  "gas-and-go"  to  a  bustling 
executive  air  terminal,  with  a  comfortable 
private  lounge  area,  conference  rooms,  pri- 
vate office  space,  retail  establishments, 
online  store,  charter  operation  and  aircraft 
sales  organization.  Currently,  he  has  pro- 
motions and  tie-ins  with  Saks  Fifth 
Avenue,  Greg  Norman  Sportswear,  AT&T 
Wireless  and  others,  and  his  concierge  ser- 
vice helps  passengers  and  crewmembers 
with  reservations,  rental 
cars  and  where-to-go, 
what-to-do  suggestions 
while  visiting  Miami. 

Alexander's  other  impor- 
tant goal  is  to  promote  the 
essential  role  that  reliever 
airports  play  in  enabling 
fast,  easy  access  for  business 
travelers  heading  to  major 
metropolitan  areas.  For 
instance,  Opa-Locka  helps 
to  avoid  the  air  and  ground 
traffic  delays  associated 
with  Miami  International 
Airport.  Opa-Locka  is  only  six  miles  away 
from  the  airline  terminal,  minutes  from  the 
Miami  Lakes  business  district,  downtown 
Miami,  the  Beaches  and  Fort  Lauderdale. 
The  airport  has  every  conceivable  amenity 
for  serving  business  aviation  as  well,  includ- 
ing fuel,  maintenance,  runways  long 
enou^  in  airliner,  customs  and,  of 

course,/-.  i       I  iami  Executive  Avi- 

ation termu 


Flig-htTjog 

DON  SHUliA  STfeAKHOUSES 


Don  Shuli  u  li  [n 

football  histoi  I  !  [all  of 

Famer,  just  can 
Shula  is  "head  con  h" 

houses  Inc.,  and  with  24  1 


Florida  to  Michigan,  the  restaurant  ranks 
among  the  top  five  steak  houses  in  the 
U.S.  Based  on  the  current  success,  addi- 
tional expansion  is  planned,  says  Coach. 
That  means  Shula,  who  is  also  a  sought- 
after  promotional  speaker,  has  plenty  of 
reasons  to  travel. 

"With  restaurants  around  the  country,  I 
go  to  promotional  activities  and  all  of  the 
new  openings,  and  from  that  standpoint,  I 
have  a  lot  of  interest  in  business  aviation," 
he  says.  Depending  on  the  distance,  Shula 
charters  either  a  jet  or  a  turboprop  from 
Miami  Executive  Aviation,  based  minutes 


CORPORATE  SHUTTLES  -  » 
SAVING  TIME  AND  MONI 

Corporate  shuttles  operating  belj   ! 
company  facilities  on  a  scheduled  baJ  ,lf 
becoming  progressively  more  attract!  fl 
the  wake  of  the  sharp  rise  in  airfares,  ru 
cancellations  and  security  delays,  i  Fl 
mention  the  debilitating  effect  of  t  m 
ConocoPhillips  has  been  operating  s 
aircraft  since  1955,  and  while  the  l  otc'' 
and  aircraft  have  changed,  the  be'J  )rFir 
remain  the  same.  "Time  is  monei  :,IV1 
when  you  look  at  that  value,  the  cor] 
shuttle  pays  for  itself,"  says  Brad  Piel,  °"~ 
pany  chief  shuttle 
"Our  people  can  do  tl 
that    needs    to    be    !  Fe 
They  can  take  carei  N 
day's  worth  of  busine:  "" 
get    home    that    eve    r 
That's  a  big  advantag 

Last  year,  the  com]  I"' 
new  37-seat  Embraer  L'  " 
y     ^L.  Shuttle  flew   1,400  |R) 

and  shuttled  nearly  2 
passengers  on  the  1 1  v 
flights  linking  con 
facilities  in  Ponca  Cil 
Bartlesville,    Okla.,  !«'< 


J 


i 

mar 
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"WITHOUT  [OUR  AIRCRAFT],  IT  WOULD  BE 
DIFFICULT  TO  KEEP  OUR  HEADQUARTERS  AND  Ol 
EXECUTIVES  HERE  IN  MARSHALL.  WE'D  NEED  MO 
MANAGEMENT  STAFF  ALL  OVER  THE  COUNTRY." 

Larry  Pippen,  CEO,  The  Schwan  Food  Company 


let: 
I  ci 


lal'i 


Mtei 


from  his  company  headquarters.  "We  make 
trips  where  we  visit  two,  three  or  four  dif- 
ferent locations,"  he  says.  "That  would  be 
impossible  with  commercial  transportation 
-  and  with  the  security  delays,  it  would  be 
too  time-consuming."  Often,  he  brings  a 
team  of  five  or  six  people.  "It  just  makes 
more  sense,"  he  notes.  "Time  saving  is  one 
ot  the  greatest  benefits,  but  the  ability  to 
come  and  go  at  your  own  convenience  is  an 
enormous  advantage." 


company  headquarters  and  airline  co  J ' 
tions  in  Houston,  Tex.  "The  two 
round-trip  flights  allow  passengers  to 
any  of  those  places  in  the  morning, 
plete  a  full  day's  work  and  return  i 
evening,"  says  Piel.  The  one-and-a  H 
hour  trip  by  shuttle  would  take  more 
half  a  day  commercially. 

Executive  Jet  Management  (EJj  a 
Netjets  company  based  in  Columbus, 


pm 


has  been  chartering  and  managing  c   *ntt 


Le 
led  f 


itie< 
Tate 
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nuttles  for  more  than  a  decade.  EJM 
ltlv  operates  the  world's  largest  cor- 
air  shuttle,  transporting  nearly 
CO  passengers  annually  using  a  19- 
tger  turboprop  and  an  Embraer 
f  Shuttle.  According  to  Tn>tan  Lewis, 
vice  president  of  national  sales,  shut- 
in  make  economic  sense  for  as  few  as 
jsengers  who  frequently  need  to  travel 
M>te  locations,  even  for  a  short  time. 
Drporations  are  focusing  on  time  and 
ctivity  as  well  as  cost  savings,"  says 
.  "Time  out  of  the  office  and  wasted 
Bits  is  a  huge  drain."  In  addition  to 
■Befits  of  operating  on  a  company's 
chedule  and  traveling  in  a  company 
anment  where  confidential  and  pro- 
rv  information  is  secure,  direct  oper- 
losts  often  rival  airline  fares  without 
BOnsidering  the  savings  in  overnights. 


EW-GENERATION  AIR- 
J?T  THAT  OFFERS  SPACE, 
[FORT  AND  LOWER  COST 

lowing  the  trend  in  the  business  avi- 
tnarketplace  to  otter  aircraft  with 
r,  more  comfortable  cabins  at  lower 
Brazilian  airliner  manufacturer 
aer  recently  introduced  its  first  busi- 
fcrcraft  called  the  Legacy,  and  it  is 
ng  considerable  attention.  Embraer 
a  bold  move  transforming  the  con\- 
s  highly  successful  Embraer  ERJ  1 35 
Lal'jetliner  into  a  corporate  shuttle 
configurations  ranging  from  16  to  37 
Alternatively,  the  aircraft  can  be  con- 
id  as  an  extremely  spacious  executive 
>n  with  seating  for  10  to  18  passengers. 
e  Legacy  takes  a  proven  airframe 
ned  for  a  demanding  airline  market 
dds  a  thoughtfully  functional  cabin 
ng  the  spaciousness,  comfort  and 
lities  of  the  largest,  ultra-long-range 
>rate  jets,  but  at  a  much  lower  cost 
executive-configured  version,  with 
powerful  engines  for  better  climb  an. 
er runway  performance,  is  fitted  witb 


"WE  HAVE  TO  REACT  QUICKLY.  WE  CANT  ALLOW 
AIRLINE  SCHEDULES  TO  BECOME  AN  OBSTACLE." 

David  Bienstock,  Owner,  Target  Enterprises  Ltd. 


BomBardier  Flexjet®  introduces  another  revolutionary  performance 

breakthrough  in  fractional  ownership  -  Versatility  Plus?1"1  Utterly  unique 

in  the  industry,  Versatility  Plus  gives  Flexjet  owners  the  added  flexibility 

of  exchanging  hours  among  themselves  to  more  closely  match  their 

actual  requirement  for  hours  during  a  given  year.  Gain  access  to 
additional  hours  without  the  need  to  borrow  from  future  years.  Realize 

value  from  unused  hours  by  making  them  available  to  others. 

Flexjet  consistently  outperforms  the  competition  in  all  areas  that  matter. 

More  versatility  and  more  guarantees  mean  more  performance. 


BOMBARDIER 


Ft   r~y    M 


B  A   R  D  I  E  R 


he  Extraordinary 


Call  1-800-FLEXJET  or  visit  llexjet.com  today. 
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Flexjet  terms  and  conditions  apply 


Advertisement  2i       The  Enlightened  Business  Traveler 


extra  fuel  tanks  to  achieve  greater  than 
coast-to-coast  range.  The  large  cabin  is 
configurable  with  three  distinct  areas  cus- 
tomizable to  owners'  needs. 

As  a  shuttle,  the  Legacy  offers  corporate 
users  the  benefits  that  make  the  Embraer  ERJ 
135/145  regional  jet  a  popular  choice  with 
airlines  around  the  world  with  its  attractive 
acquisition  cost,  reliability  and  operating  eco- 
nomics. More  than  700  are  in  service,  each 
logging  up  to  3,000  hours  annually  —  two  to 
four  times  more  than  a  corporate  user  — 
while  achieving  99.7%  fleetwide  reliability. 

In  addition  to  a  highly  experienced  global 
support  network  already  in 
place  for  airline  customers, 
Embraer  is  implementing 
dedicated  support  for  corpo- 
rate customers  including  a 
network  of  factory-trained 
and  authorized  service  facil- 
ities, as  well  as  a  guaranteed, 
pay-by-the-hour  mainte- 
nance program  called  Total 
Legacy  Care  (TLC). 

Peter  Fried,  CEO  and 
founder  of  boutique  char- 
ter firm  G5  Executive, 
which  is  based  in  Zurich, 
Switzerland,  believes  that  the  Embraer 
Legacy  fills  an  important  gap.  Fried  pio- 
neered the  use  of  the  Gulfstream  GV  in 
global  charter  and  recently  placed  a  Legacy 
in  his  program.  His  customers  prefer  the 
y  for  shorter-range  flights  across 
i:  is  ideal  because  the  Legacy 
cabin  ired  with  14  seats,  is  virtual- 

ly the  is  the  GV,"  he  says,  "yet  it 

costs  halj  ce. 


Flight  Log 

TARGET  ENTERPRISES  LTD. 


Timing  is  everythin  nstock. 

His  small  Encino,  Calif.-l  Enter- 

prises Ltd.  is  .i  media  strai  mpany, 

which  buys  media  for  ballot  initi; 
the  country  and  politic  al  campaigns  si  ch  .is 


Governor  George  Pataki's  in  New  York. 

"When  you  are  in  the  political  business," 
says  Bienstock,  "you  have  to  turn  on  a  dime 
and  get  to  places  throughout  the  nation 
quickly."  Deteriorating  airline  service  was 
making  that  impossible.  Then  Bienstock 
discovered  fractional  ownership,  evaluated 
the  major  players,  selected  Bombardier 
Flexjet  and  currently  owns  a  one-eighth 
share  (100  annual  hours)  in  a  Learjet  60, 
which  he  uses  for  longer-range  trips  and  a 
one-eighth  share  in  a  Learjet  31,  which  he 
uses  for  short,  one-  to  two-hour  flights. 

"Frankly,  I  go  to  places  where  I  wouldn't 


we  don't  have  a  lot  of  time  to  make  dec 
We  have  to  react  quickly  because  it  in 
what's  on  television  right  now.  We 
allow  airline  schedules  to  become  an 
cle,  and  I  can't  say,  'I'll  be  there  next  v| 
Bienstock  not  only  likes  the  speed  1 
flexibility  as  well.  He  had  planned  a 
Coast  trip  for  the  next  day  when  a 
client  called  with  an  emergency.  "I  don 
to  think  twice  about  it,"  he  says.  "I 
Flexjet,  change  the  destination,  fly  to  i 
have  the  plane  wait  and  then  contii 
Washington.  Now,  try  that  on  the  airl 
In  addition,  he'll  take  additional  staf. 
the  Dallas  meeting  an< 
detailed  strategy  disci 
on  the  plane.  "Flying 
mercially,  I  just  could 
it.  It's  a  logistical  night 
he  says.  "Furthermoi 
will  arrive  refreshed  ar 
to  think  clearly." 

Says  Bienstock,  "P 
telling  you  that  I  co 
be  in  business  witho 
plane.  Of  course,  I  i 
but  boy,  it's  a  busines 
that  makes  an  eno 
difference.  As  long  i 


"TIME  SAVING  IS  ONE  OF  THE  GREATEST  BENEFT 
BUT  THE  ABILITY  TO  COME  AND  GO  AT  YOUR  O^ 
CONVENIENCE  IS  AN  ENORMOUS  ADVANTAGE." 

Don  Shula,  Former  Head  Coach,  Miami  Dolphins  &  CEO, 
Don  Shula  Steakhouses  Inc. 


have  gone  before  because  of  the  time 
factor,"  says  Bienstock.  "Personal,  one-on- 
one  contact  is  very  important  in  this  busi- 
ness," he  says.  "Now  I  am  able  to  talk  to  a 
client  anywhere  in  the  country  and  say, 
'We  can  be  there  tomorrow.' 

"I'm  convinced.  On  paper,  it  certainly  isn't 
inexpensive,  but  what  I  look  at  is  the  time 
saved,  the  productivity  of  my  people  and  the 
clients  that  I  couldn't  have  \  isited  without 
the  lets.  In  the  beat  ol  i  political  campaign, 


running  my  business,  it's  something  1 1 
want  to  be  without." 
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LEV  LEVIEV  IS  TAKING  ON  THE  MOST  SUCCESSFUL  CARTEL  IN  THE  WORLD. 


BY  PHYLLIS  BERMAN  AND  LEA  GOLDMAN 

• 

I IL  P(  H  ICF.  ARL  WAITING  FOR  LEV  LEVIEV  '. . . 

lands  in  Kiev  after  a  three-hour  flight  from  Tel  Aviv.  This  is  no  criminal 
extradition,  but;  a  .welcoming  committee,  including  a  caravan  of  lim-  ^ 
ousines  and  Mercedes-Benzes,  each  with  two  armed  bodyguards. 
The  entourage-speeds  afengUkraine's  pockmarked  highways, 
through  traffic  Ughts^|>ast  lonely  farms  and  dusty  roads 
to  the  village  of  Zhitomir.  ■'      A 

I.eviev  is  a  local  hero.  He  feared;  this  -town's  only  remaining 
synagogue,  whiclvthe?*la^;^^y^^ri||^-an  arms  depot  and 

countless  times. 
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l'V  DIAiVIC 


Some  diamonds  are 

more  than  3  billion 

years  old,  two-thirds 

the  age  of  the  Earth. 

There  are  a  few 

"youngsters," 

though,  which 

are  only  628 

million  years  old. 


The  majority  of 
diamonds  were 
formed  more  than 
100  miles 
below  the 
surface  of 
the  Earth, 
some  as  deep  as 
400  miles  down. 


Diamonds  are 

mined  in  about 

25  countries 

and  on  every  continent 

except  Europe  and 

Antarctica. 


MC4 


Think  diamonds  and 
you  imagine  a  colorless 
gem.  They  actually 
come  in  lots  of 
different  shades; 
colored 
'diamonds  are 
called  "fancies." 


A  law  in  I3th-cenu 
France  decreed  that 

only  royalty 
could  wear 
diamonds. 


JDS 

Uzbeki-born  Israeli  citizen  and  devout  Lubavitcher  who 
gives  away  at  least  $30  million  a  year  in  order  to  return 
lost  Jews  to  the  flock. 

This  little-known  billionaire  is  also  the  scourge  of 
De  Beers,  the  giant  miner  and  marketer  of  diamonds, 
known  as  the  "Syndicate."  Leviev  was  once  a  sightholder, 
one  of  a  few  exclusive  direct  buyers  of  De  Beers  rough  di- 
amonds. Today  he  is  the  world's  largest  cutter  and  pol- 
isher of  the  precious  gems  and  a  primary  source  of 
rough  stones  to  other  cutters,  polishers  and  jewelry  mak- 
ers around  the  globe.  Those  who  have  watched  his 
rise  over  the  last  three  decades  say  it  was  his 
intense  hatred  of  De  Beers  that  fueled  him. 
He  bristled  under  the  Syndicate's  high- 
handed treatment  of  buyers,  who  were 
given  boxes  of  rough  diamonds  at  take-it  - 
or-leave-it  prices  and  risked  being  perma- 
nently cut  off  if  they  balked. 
Leviev  won't  openly  criticize  his  former  South  African 
business  partner.  But  his  defiance  seems  thinly  disguised. 
"I'm  not  going  to  let  anyone  else  tell  me  how  to  run  my 
business,"  he  says.  "I  grew  up  in  the  Soviet  Union.  I  knew 
what  it  was  to  be  afraid.  I  can  remember  being  beaten 
regularly  by  the  bullies  at  school,  and  I  said  to  myself  I 
would  never  be  afraid  of  anybody  or  anything  again." 

Indeed,  he  has  taken  significant  business  away  from 
De  Beers  in  Russia  and  Angola — two  of  the  world's 
largest  producers  of  rough  diamonds  in  terms  of  value. 
Leviev  has  not  humbled  the  once-mighty  Syndicate 
alone.  But  his  defiance  has  inspired  others,  like  Rio  Tinto, 
owner  of  Australia's  Argyle  mine,  which  bypassed  De 
Beers  for  the  first  time  in  1996  to  sell  its  42  million  carats 
directly  to  polishers  in  Antwerp.  In  the  early  1990s  the 
Russian  government  began  selling  some  of  its  rough  sup- 
ply to  others,  despite  its  longtime  exclusive  deal  with  De 
Beers.  When  miners  discovered  massive  diamond  re- 
serves in  Canada's  Northwest  Territories,  De  Beers  had  to 
scramble  for  a  piece.  Its  share  of  the  rough-diamond 
^^    market,  80%  five  years  ago,  has  been  cut  to  60%. 
The  reason  Leviev  is  such  a  threat  is  that  he  has 
profoundly  shaken  die  tradition-bound  diamond 
business.  Until  recently  De  Beers  had  a  virtual 
chokehold  on  world  supplies,  determining  who 
could  buy  uncut  stones — and  at  what  quantities 
and  quality — and  where  the  cutting  centers  were 
allowed  to  prosper.  Leviev  pulled  an  end  run 
around  the  cartel,  dealing  direcdy  with  diamond- 

I  producing  governments  and  shattering  De  Beers' 
all-important  relationship  with  sightholders.  He 
also  became  the  industry's  first  diamond  dealer 
with  lis  finger  on  every  facet  of  production,  from 
mining  and  cutting  to  polishing  and  retailing,  capturing 
profits  at  every  stage  (see  chart,  p.  112). 

Trumping  !  V  Beers,  Leviev  has  become  very  rich. 
He  owns  100%  of  his  diamond  business,  Lev  Leviev 
Group,  and  a  controllin  .  stake  in  Africa  Israel  Invest- 
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ments.  The  latter  is  a  Yehud,  Israel-based  conglomeri  (ievj 
whose  holdings  include:  commercial  real  estate  in  Prag  sink 
and  London;  Gottex,  a  swimwear  company;  1,700  Fij  muJ 
gas  stations  in  the  Southwest  U.S.;  173  7-Elevens  in  N  He  i 
Mexico  and-Texas;  a  33%  stake  in  Cross  Israel  Highwi  ©sp 
that  nation's  first  toll  road;  and  an  85%  share  of  Vj  arki 
Telecarjal,  Israel's  Russian-language  TV  channel.  Levrt  ay,  bei 
also  owns  a  gold  mine  in  Kazakhstan,  pieces  of  two  <j  lapse 
amond  mines  in  Angola  and  mining  licenses  in  the  Ur 
and  Namibia.  He's  probably  worth  $2  bilhon. 

A  part  of  that  wealth  comes  from  exploiting  polij  «>ugh 
cal  connections — which  has  created  enmity  and  susj  (nai 
cion.  A  recent  example:  When  Leviev  was  preparinjj  amor 
bid  for  40%  of  Australia's  Argyle  diamond  mine,  tj  fan 
banks  supporting  him  pulled  out  at  the  last  mome'i  chnol 
Sources  say  it  was  a  lack  of  transparency  in  Leviev's  bu  yinn 
ness.  Even  if  his  hands  are  clean,  Leviev  has  dealt  w  brei 
people  whose  mitts  are  dirty.  His  ubiquitous  brigade  aid  | 
burly  armed  guards  isn't  just  for  show.  js,  (a 

Some  of  Russia's  Jewish  establishment  resent  Levie|  apet 
pushing  his  own  brand  of  Hasidism.  He  has  drawn  f '  ye 
for  seeing  to  it  that  a  Lubavitch  rabbi,  born  in  Italy  a  jond 
educated  in  America,  was  granted  citizenship  by  Rut  fa 
ian  President  Vladimir  Putin  days  before  Leviev  install;  fedy 
him  as  the  country's  chief  rabbi,  though  the  nation  |n 
ready  had  one.  He's  playing  with  fire,  critics  say,  by  alig  tofa 
ing  himself  so  closely  with  Putin.  Should  the  preside  Mp|f 
turn  on  rrirn,  Leviev's  Jewish  activities  could  be  seen  as  -  g  „> 
dating  the  promise  Russia's  oligarchs  made  to  Putin  |  m 
stay  out  of  politics  in  order  to  keep  their  assets— many  i  fed  [ 
which  were  notoriously  acquired  in  the  early  1990s,   j  jgtji 

There's  no  denying  Leviev's  clout.  His  relationship  <  0| 
Putin  dates  back  to  1992,  when  the  president,  ther  ^ 
deputy  mayor  in  St.  Petersburg,  authorized  the  opening  n, 
the  first  new  Jewish  school  in  the  city  in  half  a  centu(  fc 
(financed  by  Leviev)  after  the  mayor  hesitated  to  do  lA, 
Leviev  has  also  become  something  of  a  go-to  guy  betwe  K  K 
Israel  and  central  Asian  countries,  enlisting  the  secu  (f 
regimes  in  those  mainly  Islamic  states  in  the  fight  agait  lw, 
fundamentalist  terror  groups.  Leviev,  who  now  lives  ya 
Bnei  Brak,  an  ultra-Orthodox  enclave  in  Israel,  is  a  clc  pf 
associate  of  Israeli  Prime  Minister  Ariel  Sharon  and  t:  j^ 
presidents  of  Kazakhstan  and  his  native  Uzbekista  |[, 
Among  his  pals  in  Africa  are  presidents  Jose  Eduardo  D ;  1£  k, 
Santos  of  Angola  and  Sam  Nujoma  of  Namibia. 

Leviev  grew  up  in  the  Uzbek  capital  of  Tashkei  |  nem 
Though  under  communism  his  family  was  committed  far, 
the  Chabad-Lubavitch  movement,  and  all  the  mail 
Leviev  included,  learned  to  perform  ritual  circumcisions 
secret.  Leviev's  father  Avner  was  a  successful  textile  m< 
chant  and  a  collector  of  rare  Persian  carpets.  After  sev 
years  of  waiting,  the  family  emigrated  to  Israel  in  19/  L 
having  converted  their  wealth  into  $  1  million  in  rough  <  Is 
amonds,  which  they  smuggled  out  of  the  country.  B 
when  they  tried  to  unload  them  in  Israel,  they  were  told  t  ^ 
diamonds  were  of  inferior  quality,  worth  only  $200,0(  ^ 
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viev,  15  at  the  time,  vowed  to  right  the  wrong.  Over 
s  father's  objections,  he  left  yeshiva  and  a  life  of  reli- 
3us  education  to  take  up  diamond-cutting. 

He  opened  his  own  cutting  factory  in  1977 — 
len  speculation  in  the  burgeoning  isiaeli  diamond 
arket  went  unchecked.  Most  cutters  held  inven- 
ry,  betting  on  ever-rising  prices.  When  the  market 
dlapsed  three  years  later,  banks  stopped  extending 
edit  and  many  cutters  went  bust.  Leviev  hadn't 
>rrowed  against  his  inventory  and  was  in  good 
lough  shape  to  expand  to  12  small  factories  over 
e  next  five  years.  Scrambling  to  find  enough  rough 
amonds,  he  flew  frequently  to  London,  Antwerp, 
hannesburg  and  Siberia.  He  also  adapted  laser 
chnology  and  acquired  cutting  software — a  revolution- 
y  innovation  at  the  time — to  capture  more  value  from 
s  precious  supply  (see  sidebar,  right).  Later  his  cutters 
|>uld  produce  digital  3-D  models  of  various  diamond 
its,  taking  into  account  imperfections,  size,  weight  and 
lape  before  touching  the  stone.  "Part  of  his  genius,"  says 
harles  Wyndham,  cofounder  of  WWW  International  Di- 
fnond  Consultants  and  a  former  director  of  De  Beers' 
tiling  arm,  "was  marrying  cutting-edge  technology  to 
tactly  what  the  market  wanted." 

In  1987  De  Beers  invited  Leviev  to  become  a 
ghtholder,  a  plum  position  granted  to  fewer  than  150 
eople.  By  then  he  was  one  of  Israel's  largest  manufactur- 
es of  polished  stones.  Two  years  later  Russia's  state-run 
iamond  mining  and  selling  group,  now  called  Alrosa, 
iked  Leviev  to  help  it  set  up  its  own  cutting  factories — the 
rst  time  any  rough  diamonds  were  finished  in  the  coun- 
y  of  their  origin — in  a  joint  venture  called  Ruis.  (For 
ecades  De  Beers  has  been  channeling  all  rough  diamonds 
trough  its  Diamond  Trading  Co.  in  London  before  re- 
eling them  to  sightholders  at  a  markup;  a  diamond  mined 
i,  say,  Africa  traveled  halfway  around  the  world  before  it 
as  resold  to  a  sightholder  in  Africa.)  Today,  Leviev  owns 
30%  of  Ruis,  which  cuts  S140  million  worth  of  diamonds 
year,  and  polishing  operations,  including  one  in  Perm, 
ussia,  another  in  Armenia. 

Leviev  horned  in  on  the  business  by  cultivating  a  cozy 
ilationship  with  Valery  Rudakov,  who  under  Soviet  leader 
likhail  Gorbachev  ran  Alrosa.  The  partnership  opened 
le  Kremlin  door  for  Leviev.  "I  never  spoke  about  busi- 
ess  with  Gorbachev,"  Leviev  insists.  "I  talked  to  him  about 
pening  Jewish  schools  where  there  had  been  none  for  70 
jars."  But  he  probably  confirmed  Rudakov's  suspicions 
ind  those  of  Gorby)  that  De  Beers  was  lowballing  the 
auntry  on  the  value  of  its  gems. 

Leviev's  deal  gave  him  a  piece  of  Russia's  rough-dia- 
lond  supply,  and  gave  De  Beers  fits.  By  1995  it  had  had 
nough  of  this  upstart  and  booted  him  from  the  sighthold 
rs'  circle.  It  is  widely  believed  that  Leviev,  perhaps  antic- 
bating  the  Syndicate's  retaliation,  had  already  sec 
augh  supply  from  Gokhran,  Russia's  rep<  i  it  .  , 
old,  art  and  antiques,  run  by  Boris  Yeltsin  pal  Yevgeni  By- 


Slice  of 


The  art  of  cutting 

diamonds  has  come  a  long 

way.  Leviev's  folks  use 

PCs  to  model  the  most 

profitable  slice  before 

lasers  carve  up  the  stone. 


Laser  technology  was  introduced  to  the  diamond-cutting  industry 

in  the  1970s.  Later  that  decade  Lev  Leviev  began  adapting  these 
innovations.  He  used  lasers  to  remove  impurities  hidden  within  the 
gem,  as  well  as  to  nick  them  so  they  can  be  cleaved  along  their 
natural  planes  or  saw  them  when  they  had  to  be  cut  against  the 
plane.  Like  others,  Leviev's  R&D  team  created  proprietary  software 
not  only  for  "bruting"  a  diamond  (when  a  stone  is  shaped)  but  also 
to  form  the  facets  on  a  stone  (58  on  a  round  one). 

By  the  mid-1990s  these  systems  had  evolved  into  modeling 
software  called  Strela  6,  which  produced  3-D  images  of  a  stone 
and  evaluated  its  potential  yield  without  actually  touching  the 
diamond.  Most  manufacturers  now  boast  similar  software,  but 
Leviev  claims  to  have  one-upped  them  with  Rot,  a  program  that 
not  only  tests  different  cuts  but  predicts  which  will  generate  the 
greatest  profits.  Every  day  the  latest  prices  for  various  rough  and 
polished  diamonds  are  entered  into  the  computer.  The  rough  is 
slipped  into  a  special  scanner,  where  within  moments  different 
valuations  are  sampled.  Say  a  2.6-carat  stone  mined  in  Siberia  can 
produce  either  a  l-carat,  marquise-shape  solitaire  or  two  half- 
carat  rounds.  The  market  will  determine  the  cut. 

In  the  diamond  business  rough  diamonds  are  tucked  in  the 
traditional  folded  envelopes,  called  parcels,  and  in  Leviev's 
massive  Moscow  factory  those  parcels  are  tagged  with  tracking 
bar  codes.  All  stones— even  those  as  small  as  freckles— are 
followed  along  the  pipeline  as  they  are  sorted  into  some  5,000 
different  categories,  depending  on  color,  shape  and  size.  More 
than  1,000  workers,  most  college  graduates  specially  trained  to 
use  Leviev's  machinery,  work  in  the  Ruis  factory,  some  specializing 
in  valuation,  others  operating  the  rows  of  mounted  saws.  Still 
others  mind  the  cast-iron  discs  called  scaifes— lined  with  olive  oil 
and  diamond  dust— which  create  facets. 

A  decade  ago  a  cutter  might  have  spent  half  a  day  or  so 
manually  mapping  the  possibilities;  today  the  process  takes  only  a 
few  minutes.  You  don't  see  this  kind  of  automation  in  Manhattan's 
manufacturing  shops,  where  artisans  still  cut  most  of  the  largest 
and  most  valuable  diamonds  by  hand.  —P.B.  and  L.G. 
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Diamonds  can 

withstand 

extremely  high 

temperatures 

and  that  makes  them 

ideal  for  use  in 

windows,  in  industry 

and  in  space  probes, 

including  the  1978 

Pioneer  space 

probe  to  the 

surface  of 

Venus. 


From  Leviev's 
Vivid  Collection: 
a  5-carat  blue 
diamond  ring. 
Add  another  2  carats 
for  the  pink  pave 
diamonds  on  the  band. 


The  largest 

rough  diamond 

ever  found  was 

the  Cullinan, 

3,106  carats, 

discovered  on  Jan.  26, 

1905  in  the  Premier  mine 

of  South  Africa. 


It  was  cut  into  nine  major 

stones,  including  the 

largest  in  existence— the 

Cullinan  I,  or  Great  Star 

of  Africa-at  530.2 

carats.  Today  it's 

mounted  in  the  British . 

Royal  Scepter,  which  is 

housed  in  the  Tower  of 

To  produce  a  single 
l-carat  diamond, 
250  ions  of  earths! 
arc  mined 


chkov.  The  Russian  government  had  decided  to  unload 
some  of  the  rough  and  polished  stones  it  had  been  ac- 
cumulating for  a  long  time,  probably  since  1955 — a 
hoard  worth  as  much  as  $12  billion  in  the  early  1990s,  ac- 
cording to  Chaim  Even-Zohar,  publisher  in  Ramat  Gan, 
Israel  of  the  influential  trade  journal  Diamond  Intelli- 
gence Briefs.  It  is  widely  believed  that  Leviev  became  a 
primary  means  of  liquidating  the  stockpile.  What's  more, 
the  stockpile  contained  some  of  the  most  precious 
stones  in  the  world,  100  carats  and  larger,  says 
Richard  Wake- Walker,  a  cofounder  of  WWW  Inter- 
national Diamond  Consultants.  "The  incredible 
quality  we  were  seeing  couldn't  come  from  a  year's 
mining,"  says  Barry  Berg,  vice  president  of  interna- 
tional sales  for  William  Goldberg  Diamond,  a  Manhattan 
firm  that  took  advantage  of  the  unparalleled  deluge.  By 
1997  a  significant  portion  of  that  stockpile  was  gone. 

Was  all  that  liquidation  licit?  "That's  what  state  re- 
serves are  for,"  says  Rudakov,  who  is  now  chairman  of  a 
Norilsk  Nickel  unit.  "When  a  country  is  in  distress  it  can 
sell  off  those  reserves." 

Clearly,  though,  there  were  less  legitimate  uses. 
"There  were  one  or  more  Kremlin  slush  funds,  and  a 
variety  of  questionable  benefits  were  distributed,"  says 
John  Helmer,  a  veteran  U.S.  business  correspondent  in 
Russia.  "Some  of  the  proceeds  went  to  electioneering, 
some  to  offshore  accounts  and  some  to  individual  pock- 
ets." In  1998  Thomas  Kneir,  then  a  deputy  assistant  di- 
rector at  the  FBI,  testified  before  a  House  banking  sub- 
committee about  the  smuggling  of  proceeds  from  the 
sale  of  Russia's  state  assets,  including  diamonds,  into 
foreign  accounts  during  the  loosey-goosey  days  of  early 
capitalism.  Kneir  cited  the  Golden  ADA  affair,  in  which 

Enticed  by  Ice 

There's  no  way  to  put  an  exact  price  on  a  rough  diamond  because  the  costs  to  extract  similar  stones  differ 

significantly  from  Namibia's  riverbeds,  say,  to  Siberia's  frozen  tundra.  De  Beers'  sightholders  bid  on  big  rocks 
("specials")  after  just  an  examination— without  making  any  cuts.  In  this  chancy  business  one  rule  applies:  The 
price  of  a  diamond  jumps  as  it  moves  from  miner  to  sightholder  to  retailer  to  consumer.  —P.B.  and  L. 


rough  diamonds  worth  $170  million  were  shipped  fro 
Russia  to  a  plant  it  set  up  in  San  Francisco,  where  th 
were  to  be  cut  and  polished.  But,  says  Matthew  Ha 
author  of  Diamond,  the  gems  and  cash  disappean 
along  the  way,  spent  on  luxury  homes  and  political  pal 
offs.  (Bychkov,  charged  with  abuse  of  power  in  conne) 
tion  with  Golden  ADA,  was  later  pardoned  by  Yeltsin. 

If  he  was  the  conduit  for  many  transactions,  Levi 
would  have  raked  it  in.  "You  buy  it  today,  sell  it  an  ho 
later  and  get  paid  tomorrow,"  explains  Manhattan  buyj 
Barry  Berg.  Leviev  denies  any  role  in  the  liquidation 
Russia's  stockpile.  "That's  cheap  gossip,"  he  says  flady 

Whatever  he  was  up  to  during  the  Yeltsin  years, 
kept  a  low  profile.  Leviev  avoided  being  identified  wi 
the  "Family,"  a  group  of  newly  hatched  tycoons  wl 
tried  to  convert  their  economic  influence  into  politic 
power.  A  smart  move,  because  when  Putin  became  pre 
ident,  he  marginalized  some  Family  members,  like  Bo: 
Berezovsky.  Leviev  had  kept  close  ties  with  Putin,  br 
kering  meetings  for  the  first  time  between  the  new  Rus 
ian  president  and  prominent  Israeli  politicos. 

While  De  Beers  struggled  in  the  mid-1990s  to  d 
with  Leviev  in  Russia,  it  had  another  problem  on  its  han: 
closer  to  home:  blood  diamonds,  the  ones  that  paid  i 
knives  and  guns.  Angola,  the  world's  third-largest  pr 
ducer  of  rough  diamonds,  was  overrun  with  rebel  fori 
opposed  to  President  Dos  Santos.  The  rebels  took  con 
of  the  diamond  territories  and  flooded  the  market  with  i 
to  $1.2  billion  in  diamonds  a  year.  De  Beers  had  litt 
choice  but  to  buy  the  stuff  or  risk  losing  its  grip  on  prici 
according  to  the  London-based  group  Global  Witness.' 

Blood  diamonds  became  a  p.r.  migraine  for  I 
Beers.  In  1998  the  United  Nations  slapped  sanctions  ( 
the  buying  of  Angolan  diamonds  from  the  rebels; 
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Further  inspection  reveals  a 
colorless  (or  D),  flawless 
diamond.  Generally  cutting 
preserves  only  35%  to  40% 
of  the  original,  resulting  in  a 
3.5  carat,  pear-shaped 
stone.  Sometimes  ihe 
restiiue  is  used  to  "break  in" 
a  cu't  ng  wheel,  since  only 
diamt  nds  cut  diamonds. 


Retailers  in  more  competi- 
tive markets  can  negotiate  a 
better  deal.  Some,  like 
Tiffany  &  Co.,  are  buying 
directly  from  mines  to  as- 
sure their  supply,  now  that 
large,  high-quality  stones 
are  scarce.  Most  come  from 
Botswana,  De  Beers'  single 
greatest  source. 


A  branded  diamond  fetches 
more— and  colored 
diamonds,  still  more  (oniy  I 
in  10,000  stones  has  a  hue). 
Round,  with  its  58  facets,  is 
the  most  popular  shape.  It 
takes  on  average  24  months 
for  a  diamond  to  travel  from 
a  sightholder's  hands  to  a 
customer's  finger. 
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Sources:  W\W  htorrtatiotuil  Diamotid  CotBiiltants;  Barry  Berg,  William  Goldberg  Diamo 
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American  Focus 


e   intensity   Of   OUr   Concentration  in  need  of  separate  accounts,  an  advisor  looking  for 


inot  be  overstated 


multiclass  pricing  or  an  individual  investor  wanting 


merican  Century,  we're  focused  on  one  thing:  managing  mutual  funds.  Which  brings  us  to  what  we  don't  do: 

stments.  Any  way  you  work  with  us,  you  benefit  from  We  don't  stray  from  our  mission  by  lending  money  or 

active  approach  to  investment  management.  Which  underwriting  securities.  To  learn  more,  please  ask  your 

ns  you  can  be  assured  that  we  are  always  striving  to  financial  advisor  or  call  1-877-44-AMCEN.  Because  your 

imize  your  returns.  Whether  you're  a  large  institution  performance  has  our  complete  and  undivided  attention. 


caU  1-ST7-44-AMCEN  or  visit  vnmo.americaiuxHturn.am-  to   bam  a  prospect-.*  ivith  more  complete  infor- 
mcluding  charges,  expenses  and  minimums.  Be  sure  to  raid  it  carefully  before  you  invest  or  send  money. 

m  Century  Investment  Services,  lnc.©2005  Ante.  <  e  Corpora* 


American 
Century. 

Investment  Managers 


■  DIAMC 


Until  the  18th  century, 

diamonds  were  mined 

primarily  in  India.  Now 

Australia 

produces  the 

greatest  number 

of  diamonds, 

and  Botswana  leads  in 

terms  of  the  value  of 

production. 


One  of  the  few 
diamond  mines 
in  the  U.S.  is  in 
the  Crater  of 
Diamonds  State 
Park  in  Arkansas. 
It's  also  the  world's 
only  diamond  mine 
open  to  the  public,  who 
can  dig  for  free. 
Since  1906  more  than 
70,000  diamonds  have 


been  discovered, 
including,  in         r.  ^ 
1924,  the  "Uncle   \ 
Sam,"  the  largest     -w 
diamond  ever 
found  in  North 
America— 40.2  carats. 


las 
signtHj^H 
in  the  inten  i 
markets,  thanks  ttf 
opening  of  the  El 
mine  in  CanadaV 


Ekati  mine,  Camula 


widely  circulated  report  by  Global  Witness  singled  out 
De  Beers  for  "operat[ing]  with  an  extraordinary  lack  of 
accountability."  Under  pressure,  the  Syndicate 
closed  its  buying  offices  in  Angola  and  the  war- 
pocked  Democratic  Republic  of  Congo,  while  con- 
tinuing to  explore  in  Angola. 

Leviev  had  already  made  a  mark  in  Angola  in 
1996  when  he  came  through  with  a  $60  million  in- 
vestment, in  exchange  for  16%  of  Angola's  largest 
diamond  mine,  after  the  government  took  it  back 
from  the  rebels.  Alrosa,  a  partner,  couldn't  come  up  with 
the  cash.  "Dos  Santos  said  I  was  the  only  one  who  helped 
his  country,"  says  Leviev,  who  guarded  his  mines  with 
former  Israeli  intelligence  agents.  (He  and  the  president 
bonded,  says  a  report  from  the  Washington,  D.C.-based 
watchdog  group,  the  Center  for 
Public  Integrity,  over  their 
knowledge  of  Russian  and 
mutual  loathing  of  De  Beers.) 
Leviev  also  offered  to  gener- 
ate more  state  revenues  and 
promised  to  cut  down  on  il- 
legal exports.  To  sweeten  the 
pot,  he  gave  the  Angolan  gov- 
ernment a  51%  share  of  An- 
gola Selling  Corp.,  or  Ascorp, 
the  exclusive  buyer  of  An- 
golan rough  diamonds.  (In- 
dustry insiders  whisper  that  Is- 
abella Dos  Santos,  the 
president's  daughter,  has  a  sepa- 
rate stake  in  Ascorp.  Leviev  says 
he  knows  nothing  of  it.) 

There's  more  to  the  story  than  Leviev  cares 
to  discuss.  A  friend  of  his,  Arcady  Gaydamak,  an 
alleged  arms  dealer  with  Israeli  and 
Russian  citizenship,  was  an  adviser  to 
Dos  Santos.  According  to  the  Center 
for  Public  Integrity,  in  the  mid  1990s 
Gaydamak  (wanted  in  France  for  illegal  arms  traffick- 
ing) negotiated  a  forgiveness  of  Angolan  debt  to  Russia,  in 
exchange  for  arms.  In  January  2000,  a  month  after  Leviev's 
Ascorp  was  awarded  the  exclusive  on  Angola's  diamonds, 
Gaydamak  bought  15%  of  Leviev's  Africa  Israel  Invest- 
ments. Within  a  year  Leviev  bought  back  Gaydamak's 
stake.  A  quid  pro  quo?  "He  offered  to  sell  me  the  shares 
a,  ,i  good  price,"  says  Leviev.  "This  was  a  time  before  Mr. 
k  had  legal  problems."  While  the  two  are  no 
iger  business  associates,  they  remain  chums. 

v  apparently  delivered  on  his  word  to  Dos 
•overnment's  reported  tax  collections 
ale  nnnped  to  $62  million  last  year 
Uion  in  1998.  A  lot  more  than  that  was 
smugglt  d  out  of  the  c  ountry,  contends  Even-Zohar. 
Buying  u]        billic    worthof  Angolan  rough  dia- 
monds a  yea  ev,  who  was  under  con- 


(Clockwise  from 
fop)  With  Ukraine's 
Leonid  Kuchma; 
Russia's  Vladimir 
Putin,  Israeli 
President  Moshe 
Katsav;  Israel's 
Ariel  Sharon. 


stant  pressure  to  unload  the  minerals  quickly.  He  cou| 
n't  consistendy  offer  miners  the  best  prices.  "So  digg 
knew  they  could  get  far  more  for  their  stone's,  and  tl 
led  to  rampant  smuggling,"  says  Even-Zohar. 

That  may  help  explain  why  Leviev  lost  his  Angolan  <j 
elusive  this  summer.  When  asked  about  being  dropp 
Leviev-shrugs.  "Don't  count  me  out  yet." 

He  had  left  a  long  trail  of  ill  will  with  De  Beers  in 
gola.  In  March  of  2000  the  Syndicate  persuaded  a  Bel 
judge  to  seize  a  small  diamond  shipment  that  turned  c 
to  be  Leviev's.  He  successfully  petitioned  to  have  the  stoi 
returned  a  few  months  later.  De  Beers  still  contends  1 
1998  contract  with  Leviev's  Ascorp  is  invalid  and  is  t 
to  get  its  Angolan  rights  restored  and  recover  $92  rrullij 
it  says  it  is  owed  by  the  Dos  Santos  government. 
The  Syndicate  had  reason  to  fight.  Ascorp's  d 
meant  that  for  the  first  time,  De  Beers  would  h< 
had  to  sell  the  output  of  its  own  mines  to  so 

one  else— -in  this 

its  archenemy.  By 

2001  the  company 

ited  Angola  entirety 

Next    flashpoi 

Namibia,  a  coun 

rich  with  diamor 

that    De    Beers    1 

mined  since  Ernest  0 

penheimer  bought 

concessions  after  World  War  I.  But  like  Ru& 

Namibia  wanted  to  process  its  own  rocks,  sc 

2000  it  forced  producers  to  sell  a  regular  supply 

rough  diamonds  to  domestic  cutters.  De  Be 

balked,  but  later  relented  and  built  a  cutting  f 

tory  with  Namibia — but  supplies  it  with  rot 

from  its  own  London  offices. 

Again  Leviev  exploited  the  situation. 
2000  he  paid  $30  million  for  37%  of  Namib 
Minerals  Corp.  (Namco),  an  offshore  diamo 
mining  outfit.  As  part  of  the  deal,  he  agreed 
open  a  polishing  factory  on  the  Namibian  coast.  La 
when  Namco's  mining  equipment  broke  down,  Lev 
feuded  with  his  partners  when  they  refused  to  put 
more  money  for  repairs.  So  he  got  even,  forcing  the  co 
pany  into  bankruptcy,  then  buying  all  its  mining  a 
cessions  for  a  pittance — an  estimated  $3  million. 

His  partnerships  in  Russia,  Angola  and  Namibia  P 
resent  part  of  Leviev's  play  for  direct  ownership  of  roi 
supplies — geopolitically  diversified.  He  has  receri 
bought  a  piece  of  Camafuca  in  northeast  Angola  an 
diamond  exploration  licence  in  Russia's  Ural  mountai 
(Allegedly,  he  unsuccessfully  bid  for  a  piece  of  Alexl 
South  Africa's  state-owned  diamond  mining  compa 
He  also  failed  in  an  attempt  to  trade  his  Namco  cone 
sions  for  a  chunk  of  Trans  Hex  Group,  a  publicly  trac 
mining  outfit  based  in  Cape  Town;  one  likely  stumbl 
block  was  his  links  to  Arcady  Gaydamak.  Leviev  der 
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DIAMC 


DS 


Worldwide  last  year 

consumers  spent 
I  $56.9  billion  on 
I  diamond  jewelry; 

50%  was  bought  by 

Americans. 

Among  the  world's 

major  diamond  trading 

centers  are 

Antwerp,  Tel 

Aviv,  Bombay, 

London  and 

Moscow. 


Unkindliest  Cut 


Twenty  years  ago  there  were  roughly  1,200  diamond  cutters  and  polishers  in  Manhattan's  gritty  Diamond  District  on  47th 

Street.  Their  numbers  have  been  dwindling  for  years,  as  New  York's  high  costs  have  pushed  such  work  to  cheap-labor  met 
cas  like  India  and  China.  Today  there  are  only  300  or  so  left,  in  a  dozen  or  so  firms,  specializing  in  large,  expensive  rocks. 

That  evolutionary  decline  kicked  into  fast-forward  in  July,  when  De  Beers  axed  some  35  sightholders— exclusiv 
buyers  of  its  rough  diamonds— many  of  them  based  in  the  district.  The  consolidation  has  caused  considerable  dism; 
not  just  among  sightholders  but  also  among  dealers,  who  bought  and  sold  diamonds  sightholders  didn't  need.  Now  i 
tailers  like  De  Beers  and  Tiffany  &  Co.  are  procuring  rough  diamonds  directly  from  mines. 

Can  Leviev  ease  the  situation  for  sightholders?  "We're  not  interested  in  new  customers,"  says  Lev's  brother 
Moshe,  who  oversees  the  company's  day-to-day  operations.  Leviev  is  socking  away  his  own  supply  for  the  Vivid  Col' 
lection,  a  line  of  diamond  jewelry.  Average  price:  around  $100,000.  That  leaves  the  booted  sightholders  in  a  spot.  "I 
don't  expect  that  many  of  them  will  be  able  to  run  around 


10 


At  45.2  carats,  the 
Hope  Diamond  is 
the  world's  largest 
deep-blue 
specimen.  It  was 
found  in  the  early  1600s 
in  what  is  now  India  and 
was  sold  to  Louis  XIV  of 
France,  remaining  in  the 
royal  family  until  Louis 
XVI  and  Marie  An- 
toinette's attempted  flight 
in  1791.  Stolen  from  the 
French  treasury,  it 
ended  up  in  the 
hands  of  Eva-    a 
lyn  Walsh 
McLean,  daugh- 
ter of  an  immigrant 
who  struck  gold  in  Cal- 
ifornia. At  her  death  Harry 
Winston  bought  the  dia- 
mond and  donated  it  to 
the  Smithsonian. 

A  traditional 

round-cut 

diamond  has  58 

facets.  Tiffany's 

Lucidahas50, 

Wirfarfr  Goldberg's 

Asif()kayS2,ieo 

SchachteK§4eo,6.6,- 


the  world  looking  for  rough,"  says  Han  Doron,  chief  execu- 
tive of  high-end  jewelry  manufacturer  Elara,  who  still  gets 
his  supplies  from  De  Beers. 

No  one  knows  for  sure,  but  perhaps  as  many  as  half  will 
close  shop  on  47th  Street  once  the  cuts  take  effect  by  year- 
end.  Manhattan  sightholder  William  Goldberg  spent  millions 
over  the  last  three  years  developing  and  promoting  a  new 
brand  called  the  Ashoka,  at  De  Beers'  suggestion.  Now,  he's 
among  the  expellees  and  fumes,  "Fifty  years  didn't  mean  a 
damn  to  De  Beers."  —P.B.  and  LG. 


making  either  bid.)  If  Russia's  Alrosa,  still  a  state-owned 
asset,  should  be  privatized,  Putin  pal  Leviev  would  cer- 
tainly be  on  any  short  list  of  potential  buyers. 

Leviev  boasts:  "I  am  the  only  vertically  integrated  di- 
amond dealer  in  the  world."  But  De  Beers  has  been  mov- 
ing vertically,  too.  Its  loss  of  market  dominance  pushed 
jV  it  into  the  retail  end.  It  formed  a  joint  venture  with 
h  LVM  H  Moet  Hennessy  Louis  Vuitton,  unveiled  in 

V  2000,  to  create  an  upscale  brand  that  would  fetch  a 
premium  over  unbranded  diamonds.  Each  partner 
put  up  $200  million,  hoping  for  the  kind  of  margins  that 
would  compensate  for  the  loss  of  share  in  the  mining  side 
of  the  business.  But  so  far,  all  it's  done  is  create  collateral 
damage.  In  July  De  Beers  dropped  35  of  its  120  longtime 
sightholders  (adding  10  new  ones),  raising  rampant  spec- 
ulation that  it  was  keeping  its  best  supplies  for  its  retail  op- 
eration. De  Beers  vigorously  denies  this  and  says  it  cut  the 
sightholders  following  its  "objective  [review]  process." 
(Still,  the  move  created  quite  a  stir  in  Manhattan's  47th 
Street  Diamond  District;  see  sidebar  above). 

De  Beers  LV,  as  the  partnership  is  known,  hasn't 
made  the  expected  splash.  So  far  there's  just  one  stand- 
si  ore,  on  London's  Bond  Street.  A  planned  Madi- 
Avenue  store  has  been  delayed  indefinitely. 

■  le  De  Beers-driven  branding  trend  has  caught 

in  sightholder  Pluczenik  Group  teamed  up 

house  Escada  to  create  the  12-sided  "Es- 

signature  jewelry  line.  Leo  Schachter 

I  ".viv-based  sightholder,  spent  at  least 

$5  mi  :i  tise  its  66-faceted  Leo  diamond  in 

maga;  -  and  Vanity  Fair.  While  Tiffany 

patented  tl  d,  a  30  facet  square  cut,  New 


Diamonds  aren't  forever:' 
fewer  big  rocks  on  NeW  %)rkrs 


' 


York's  William  Goldberg  produced  the  antique-lookij 
Ashoka  variety.  Even  Leviev  is  launching  his  own  hig 
end  jewelry  line,  dubbed  the  Vivid  Collection,  hoardiJ 
his  best  stones  for  pieces  priced  from  $50,000  to  a  6 
million  dollars. 

Leviev  is  also  moving  beyond  the  ancient  game 
one-upmanship — and  beyond  the  dirty  business  of  c 
amonds.  You  see  it  in  his  latest  investments.  With  pail 
ners,  he's  financing  $1  billion  in  real  estate  developme 
in  Russia  over  the  next  four  years,  including  three  off) 
buildings  in  central  Moscow,  and  expects  to  put  up 
similar  amount  for  office  and  residential  complexes 
New  York  City,  Dallas  and  San  Antonio.  You  can  also  $ 
it  in  his  political  activities.  In  June  he  brokered  a  met 
ing  in  Moscow  between  Putin  and  American  Jewi 
leaders,  including  James  Tisch,  chief  executive  of  Loe 
Corp.,  to  discuss  U.S.-Russian  relations. 

Perhaps  his  religious  philanthropy  is  his  ultim; 
reach  for  legitimacy.  Lately  he  has  expanded  his  Chab 
initiatives,  once  confined  to  Russia  and  other  forrr 
Soviet  republics,  to  the  West.  This  year  he  is  setting  i 
a  school  in  Dresden  to  teach  nonreligious  Jewish  en 
gres  about  the  faith.  Last  year  he  opened  a  new  schc 
in  Queens,  N.Y  that  caters  to  350  Jewish  students  wh( 
families  formerly  lived  in  Uzbekistan  and  Tajikisfc 
"It's  about  staying  true  to  the  legacy  of  my  father," 
says.  "All  I  want  is  for  people  in  these  places  to  kn< 
they  are  Jewish."  A  moment  later  he  is  whisked  throu 
Moscow's  Sheremetyevo  airport  where  a  caravan 
heavily  guarded  SUVs  awaits. 
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Technology 


SECURITY 


A  Week  at 
Hacker  Camp 


HALF  OF  ALL  CORPORATE  AND  GOVERNMENT  COMPUTER 
networks  have  been  hacked.  The  scary  part:  Another  15% 
have  no  idea  whether  they  have  ever  been  violated,  says  a 
-vey  by  the  FBI  and  the  Computer  Security  Institute.  Employ- 
are  so  fed  up  with  being  vandalized,  probed  and  pillaged  that 
;y  are  sending  more  in-house  techies  to  hacking  camp  to  learn 
w  to  find  the  network  holes  before  the  bad  guys  do.  In  June 
RBES  signed  up  for  a  course  run  by  a  Fort  Lauderdale,  Fla. 
tfit  called  Intense  School  (note  the  intei  of  dropping  the 
he"),  founded  in  1997  by  brothers  D  i  Harry  Kaufman, 

10  were  IT  consultants,  and  their  a  >n  Rubens.  In  its 

it  six  months  the  course  has  trained  each  paying 

.400  for  12  hours  a  day  of  theory  and  ■  I  hey  emerge 

e  days  later  from  the  Springfiei  I  "'•  -!  nn,  just  off  an 


1-95  on-ramp  in  the  Washington  suburbs,  with  three  new  resume 
letters:  "C.E.H.,"  or  Certified  Ethical  Hacker. 

DAY  1,  7:45  A.M.  The  makeshift  classroom  is  a  windowless 
conference  room  with  workstations  for  18  men,  in  sneakers  and 
tech-conference  T  shirts,  and  2  women.  There's  a  continental 
breakfast,  but  the  room  is  fully  stocked  for  geeks:  a  dozen  vari- 
eties of  cold  soda,  a  snack  table  laden  with  Slim  Jims,  cookies 
and  pretzels,  and  a  stack  of  floppies  for  each  student. 

8:30  A.M.  Our  instructor,  Clement  Dupuis,  is  a  20-year  vet- 
eran of  the  Canadian  military.  He  introduces  himself  in  a  thick 
Montreal  accent.  A  jovial  version  of  a  drill  sergeant,  he  sports 
rather  old-looking  mermaid  and  vulture  tattoos  on  his  fore- 
arms. Hackers,  he  declares,  are  all  around  us — no  longer  the 
cliche  16-year-old  in  a  basement  but  grown-ups  disgruntled  in 
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their  jobs  and  aching  to  get  even. 
"Some  of  the  latest  hackers  could 
be  your  neighbor,"  he  says. 
"Instead  of  drinking  beer  with 
friends  on  Saturday  nights, 
they're  hacking  networks." 

Everyone  introduces  him- 
self; they  hail  from  Microsoft, 
GE,  General  Dynamics,  Capital 
One,  the  Department  of  Com- 
merce, the  Air  Force  and  the 
Army.  The  first  challenge  is  to 
break  into  your  own  computer, 
which  is  password-protected. 
The  techies  quickly  guess,  cor- 
rectly, that  the  password  is 
"password,"  something  easy.  (Most  peo- 
ple pick  such  easy  passwords.)  Derek 
from  one  seat  over  fills  me  in.  He  does 
security  for  ManTech  International,  a 
contractor  to  the  State  Department.  I  log 
in  but  neglect  to  change  my  password. 

10:30  A.M.  I've  been  hacked!  My 
computer  freezes  up  and  crashes.  Cack- 
ling reveals  the  culprit  to  be  burly  24- 
year-old  Brian  Bartholomew,  also  from 
ManTech.  I  change  my  password. 

7  P.M.  In  the  twelfth  hour  now,  the 
class  finally  gets  down  to  casing  corporate 
victims  (but  not  actually  hacking  them — 
that  would  be  wrong).  After  a  dinner  of 
greasy  Chinese  takeout, 


. 


Solutions,  left  their  e-mail  addresses  at  a 
Web  newsgroup  for  Harry  Potter  fans. 
Now  that  he  has  the  naming  style  for  the 
company  (e.g.,  firstnamelastname@com- 
pany.com),  he  can  send  e-mails  one  letter 
off  that  will  bounce  back,  revealing  Net 
addresses  of  mail  servers  on  the  company 
network.  Be  careful  what  you  post. 

DAY  2,  8:30  A.M.  Dupuis  the  Drill 
Instructor  begins  class  with  a  quiz,  asking 
what's  the  number  one  cause  of  software 
problems.  "Microsoft!"  several  students 
call  out,  laughing.  True,  but  Dupuis  says 
the  answer  is  buffer  overflow,  when  a 
hacker  deliberately 


screen 


jfcfoftrfS 


M(j 


ficternvM  sniff* 


my    "red" 
■  tied  to  troll  the  Web  for 
all  tii  on  a  small  chip- 

maker,  is.  We  search 

SECdocum  ie  of  executives  to 

imperson.i  I  he  firm  to  fish 

for  password-   \  ,  r  all 

sorts  of  handy  in  ks  an 

expert  in  SAP  sofb  trhat 

software  it  uses — a  cleaj 

Richard  from  the  next  ives 

a  snort.  A  bunch  of  employ 
tim,"  the  Web  site  of  (  \M  Comm 
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sends  a 
computer  more 
data  than  it  can  handle,  forcing  a  hole  in 
the  system  that  hackers  enter.  Any  devel- 
opers the  students  oversee  had  better 
check  for  potential  buffer  problems 
before  releasing  the  software. 

9  A.M.  Today  we  learn  about  social  en- 
gineering, or  lying  to  employees  to  gain 
sensitive  info.  When  making  phony  calls, 
Dupuis  recommends  not  calling  the  pres- 
ident's secretary,  who  is  trained  to  be  sus- 
picious. "Usually  a  woman  has  more  facil- 
ity to  do  social  engineering,"  he  notes, 
because  people  trust  women  more.  Several 


Mark  Johnson  and  his  lapti 
troll  for  unprotected  networks 

guys  smirk  at  me.  It's  good  i 
know  I  have  career  options. 

DAY  3,  4:30  P.M.   No 
comes  the  field  trip.  After 
long  day  of  talking  about  ho 
easy  it  can  be  to  crack  wire! 
networks,  the  class  is  goi 
"war-driving."  We  pile  infr 
white  bus  and  cruise  do 
town  D.C.  with  laptops  a 
special  software  to  look  ft 
open  wireless  networks.  Mo 
students  have  souped-up  antei 
nas,  and  as  we  inch  through  traffic  tr 
bus  fills  with  laptop  pings  and  shouts  s 
the  gang  picks  up  wireless  signals:  tr 
APL-CIO,  the  Pan  American  Health  Or: 
nization,  Starbucks.  But  Richard's  sen 
is  blank;  the  self-appointed  class  clo 
doesn't  have  an  add-on  antenna  on  h 
Dell.  "Look,  you  guys,  my  antenna's  real 
small!"  he  shouts.  Sniggers  all  around, 

At  dinner  (Applebee's),  Mark  Johr 
son,  a  Microsoftie  from  Austin,  Tex.,  sax 
he  identified  342  wireless  access  points  o 
the  field  trip.  Only  131  were  encrypte 
The  rest  are  fair  game  for  hackers. 

DAY  4  The  syllabus  calls  for  ke) 

stroke-monitoring,  sniffing  an 

password-hacking,  as  well  as  ho 

and  vulnerability  scanning.  It's 

how-to  on  taking  over  firewal 

and  routers  and  using  them  t 

watch  what  users  are  typing  to  gra 

their  passwords,  among  other  nefar 

ous  uses.  I'm  afraid  the  whole  day  will  g 

right  over  my  head,  so  I  skip  it. 

DAY  5  This  class  is  on  "spoofing 
(pretending  to  be  a  different  user),  "vu 
nerability  research"  (figuring  out  whei 
the  weak  link  is  in  a  program)  and  d* 
finer  points  of  hacking  Web  application  | 
In  other  words,  way  too  advanced  for  m 
DAY  6,  3  P.M.  Everyone  heads  off  t 
cram  for  the  exam  ( 1 9  of  us  take  it;  all  bi 
one  pass).  What  will  they  do  different! 
now  that  they  know  how  hackers  operat< 
Several  are  excited  to  play  with  th 
hacker-tools  CD  that  Dupuis  handed  ou 
Says  Jeffrey  Sovel,  from  GE  Medical  Sys  j^:;j 
terns  in  Ann  Arbor,  Mich.:  "I'm  definite) 
going  to  be  more  paranoid  now." 
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Gateway  50"  HD  Plasma  TV  that  can  vividly  display  the  latest  in  dynamic  messaging,  as 
as  your  company's  presentation  in  the  main  conference  room.  The  Eye  that  you  can  look 
for  answers  to  all  your  questions  about  configuration  and  compatibility.  The  combination 
movative  technology  and  the  human  support  to  complement  it.  That's  Humanology. 


Gateway. 


For  more  about  Gateway  Display  Solutions  and  what  Humanology  can  do  for  you,  call  888-888-0294.  www.gateway.com/work 
ght  ©2003  Gateway,  Inc.  All  rights  reserved.  Gateway  and  the  Black  and  White  Spot  Design  are  trademarks  or  registered  trademarks  of  Gateway,  Inc.  in  the  U.S.and  other  countries.  Ad  Code:  1 13571 
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SOUND 


Now  Hear  This 

A  new  ultrasound  system  can  zap  a  laserlike  channel  of  sound  over  hundred 
of  feet  to  just  one  pair  of  ears  in  a  crowd— a  perfect  pitch  for  marketers. 


BY  CHRISTOPHER  HELMAN 

ELWOOD  (WOODY)  NORRIS 
hangs  out  of  a  third-floor  win- 
dow of  an  office  building  in  New 
York.  In  his  hands  is  his  latest 
invention,  the  HyperSonic 
Sound  emitter.  Seventy  feet  away,  on  the 
opposite  side  of  Fifth  Avenue,  two  FORBES 
staffers  are  told  to  stand  and  listen.  At  first 
we  hear  only  the  usual  sounds  of  traffic, 
then,  suddenly,  the  taxi  honks  are  joined 
by  bird  shrieks  and  gurgling  streams  of  a 
rain  forest.  The  jungle  sounds  are  so  loud 
that,  were  they  from  a  conventional  loud- 
speaker, hundreds  of  pedestrians  would 
be  able  to  hear  them. 

Remarkably,  only  we  two  can. 
After  a  couple  of  steps  to  the  right,  the 
jungle  fades  out.  Then  Norris  pans  his 
emitter  back  to  us,  and  our  heads  fill  with 
the  crisp  pop  of  a  soda  can  being  opened 
and  poured  into  a  glass  of  ice.  "Isn't  that 
cool?"  Norris  shouts.  (It's  his  trademark 
phrase:  "Idn'tatcool?")  He  grins,  revealing 
unnaturally  white  teeth.  "Imagine  that 
coming  out  of  Coke  machines." 

Coca-Cola  Co.  already  has,  along 
with  a  lengthening  line  of  other  pitch- 
men. Woody  Norris'  HyperSonic  Sound, 
or  HSS.,  is  about  to  hit  the  mainstream  in 
v  big  way.  He  is  chairman  of  tiny, 
held  American  Technology 
has  sent  out  HSS  units  for 
Wal-Mart  and  McDonald's. 
Son.  ^tribute  the  units 

in  Ei  is   considering 

includm  in  its  line  of 

television:  Dynamics  is 

installing  then  I  idiess  sys- 

tems of  U.S.  Nav 

Woody's  bi^.  ,.  t0p 

secret — is  the  conn 
in  front  of  as  many  as 
market  shoppers  a  week    Dis  i 
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it  big  media  companies  plan  to 
ich  the  ABC  In-Store  Network  next 
.  The  venture's  budget  calls  for  some 
»0  high-end  supermarkets  across  13 
ns  to  spend  S250  million  installing 
00  plasma  TV  screens  integrated  with 
emitters.  The  satellite-linked  network 
show  news,  previews  of  ABC  shows 
Disney  movies,  and,  of  course,  adver- 
ig.  Inaudible  to  anyone  not  standing 
lie  checkout  line,  it  wouldn't  drive 


re  not  crazy.  Blame  Woody  Norris* 
peakers  for  those  voices  in  your  head. 


cashiers  batty  or  interfere  with  other  store 
announcements. 

Marketers  have  always  dreamed  of 
whispering  into  the  ears  of  individual 
shoppers  as  they  mill  around  the  aisles 
and  inch  along  checkout  lanes.  But 
speaker  systems  to  date  have  annoyed 
everyone,  employees  especially,  with  their 
constant,  ubiquitous  noise  pollution. 
Home  uses  abound,  too.  Imagine  watch- 
ing ESPN  in  bed  at  1  a.m.  without  waking 
the  wife. 

Conventional  loudspeakers  spew  a 
shotgun  spray  of  sound  waves  in  all  di- 
rections. HSS,  by  contrast,  shoots  tightly 
focused  waves  of  ultrasound  (meaning  it 
exceeds  the  frequency  range  of  human 
hearing).  When  its  various  waves  interact 
with  the  air,  audible  sounds  emerge.  An 
HSS  emitter  can  put  a  message  to  a  single 
person  standing  in  a  crowd  200  feet  away, 
without  anyone  on  either  side  able  to 
hear  it.  Motion-sensitive  HSS  emitters  can 
flog  Doritos  on  one  end  of  the  snack  aisle 
and  hawk  Cracker  Jack  on  the  other.  "HSS 
will  eclipse  anything  I've  invented  so  far," 
says  Norris. 


'Why  can't  you  mix  sound  to  get  new 
sounds?'" 

Norris  started  on  HSS  in  earnest  in 
1996.  He  puzzled  out  (and  only  later 
learned  that  19th-century  German  engi- 
neer Heinrich  Helmholtz  had  gotten 
there  before  him)  that  when  two  tones 
are  played  simultaneously  and  loudly 
enough,  they  interact  to  spawn  two  new 
tones.  One  carries  a  frequency  that  is  the 
sum  of  the  two  starting  frequencies;  the 
other  is  their  difference.  So  if  you  blast 
inaudible  ultrasonic  frequencies  of  100 
kilohertz  and  101  kilohertz,  you  get  an 
inaudible  201  kilohertz  overtone  plus  an 
undertone  of  1  kilohertz  that  is  well 
inside  the  range  of  hearing.  And  since 
ultrasound  travels  in  a  tight  line  akin  to 
laser  light,  the  emergent  tones  are  audible 
only  in  a  narrow,  cylindrical  path  from 
source  to  ear. 

It  took  seven  years  and  $45  million 
in  venture  capital  and  personal  funds  for 
Norris  to  solve  the  myriad  distortion  ef- 
fects and  figure  out  how  to  turn  music  or 
soda  pop  fizzing  into  ultrasound  and 
back  to  music  (or  fizzing)  again.  Norris 


"You  can  mix  colors.  So,  I  WONDERED,  'WHY 
CAN'T  YOU  MIX  SOUND  to  get  new  sounds2z 


Tanned,  64  years  old  and  gregarious, 
the  self-taught,  engineer  has  made  a  for- 
tune in  four  decades  of  inventing  elec- 
tronic gadgets  outside  the  corporate  tent. 
In  1967  he  delivered  a  "transcutaneous 
Doppler,"  a  forerunner  of  sonography. 
Since  then  Norris  has  devised  the  20- 
hour  cassette  tape,  the  first  palm-size  dig- 
ital voice  recorder  and  an  in-the-ear 
speaker  that  uses  the  bones  of  the  skull  to 
transmit  sound.  Norris  sold  the  rights  to 
that  last  device  for  $5  million  a  decade 
ago.  GN  Netcom  now  sells  $40  million  of 
them  a  year  under  the  Jabra  name  for 
hands-free  phone  use. 

His  inspiration  for  HSS  came  in  the 
late  1970s  when  he  found  himself  con- 
templating; mixology.  "I  invent  by  anal- 
he  says.  "I  thought:  'It's  common- 
place that  you  can  mix  colors,  smear 
her.:  together  to  get  new  emerging  col- 
ike  vise  you  can  mix  radio  waves 
to  ge;  new  frequencies.'  So,  I  wondered, 


also  figured  out  how  to  achieve  his 
sound  effect  using  only  a  dinner-plate- 
thick  transducer  instead  of  bulky 
speaker  cones.  HSS'  transducer  is  a  28- 
micron-thick  plastic  film  that  flutters 
when  exposed  to  an  electric  field  (be- 
cause it  is  "piezoelectric").  Alternate  the 
charges  fast  enough  and  the  minute  flut- 
tering of  the  film  causes  tiny  dimples  on 
its  surface  to  push  the  air  at  ultrasound 
frequencies. 

Norris  and  his  engineers  have  tested 
and  patented  every  method  they  could 
think  of  to  make  it  work.  So  far  American 
Technology  has  17  HSS  patents  and  24 
more  pending.  The  promise  of  HSS  has 
inspired  investors  to  bid  up  ATC  stock 
100%  to  $6  this  year,  giving  the  company 
a  market  cap  of  $90  million.  This,  despite 
a  first-quarter  loss  of  $1.4  million  on 
$314,000  in  revenue,  mostly  from  mili- 
tary contracts.  Yet  the  stock  could  still  be 
cheap.  Norris,  who  owns  a  quarter  of  the 
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Announcing  the.  New  Book 
by  Joe  Calloway 


to  beating  the  competition, 

Calloway  offers  hope 

to  companies  confronting 

a  constantly  changing 

and  increasingly 

competitive  marketplace." 

-  Publishers  Weekly 


Don't  strive  to  be  a  leader  in  a  category. 

Create  a  separate  category  and  be  the 

only  one  in  it  That's  true  differentiation. 

Joe  Calloway's  highly  acclaimed  new  book 

shows  you  how  to  win  and  keep 
today's  customer  by  creating  compelling 

experiences  that  take  you  out  of  the 
price  wars  and  into  the  creation  of  value. 


"Becoming  a  Category  of  One  shows 

what  it  takes  to  build  a  brand  on  something 

more  than  just  product.This  book  inspires 

us  to  go  for  greatness,  and  to  win 

by  using  our  hearts  as  well  as  our  minds." 

-  Ken  bianchard,  author,  The  One  Minute  Manager 

"If  you  want  to  be  successful  and  you  want 

a  successful  company,  read  Joe  Calloway's 

book.  It's  as  simple  as  that.  It's  the  how-to 

manual  that  every  manager  and  every 

employee  should  be  required  to  read." 

-  Dr.  Dorothy  Marac.Vanderbilt      '  ( ).ven 

Graduate  School  of  Management,  autl      Respect' 
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company  (and  says  he  won't  sell  a  share 
until  the  stock  hits  $20),  sees  an  annual 
sales  rate  of  $20  million  in  the  next  12 
months.  To  do  that  ATC  would  need  to 
deliver  something  like  40,000  units  at 
$500  each. 

Norris  and  Chief  Executive  James 
Irish  have  drummed  up  hundreds  of 
business  leads  by  crisscrossing  the  coun- 
try, shooting  cacophonous  jungle 
sounds  and  sweet  symphonies  to  suits  in 
the  boardroom  or  out  windows  into  the 
startled  ears  of  unsuspecting  pedestri- 
ans. Sales  efforts  are  aided  by  marketers 
such  as  Harbor  Digital  Services,  which 
makes  high-end  signage  and  has  intro- 
duced HSS  to  clients  like  McDonald's 
and  IBM  and  is  working  on  the  super- 
market deal  with  ABC.  On  seeing  a 
handheld  HSS  emitter  at  work,  marketers 


How  HSS  Works 


HyperSonic 
Sound  is  an 
aural  laser. 
By  blending 
ultrasonic 
waves, 
it  yields  a 
pinpointed 
audible  tone. 
A  woman  at 
the  front  of  a 
line  hears  a 
message  no 
one  else  can. 


go  into  "immediate  brainstormil 
mode,"  says  Harbor's  Jeffrey  Dahlstroi 
"The  ABC  guys  carry  it  around  evei 
where  they  go." 

Iport  Media,  which  is  designing  H 
into  displays  for  eyeglass  stores,  expet 
designers  like  Calvin  Klein  will  gladly  p 
$500  to  $1,000  to  install  motion-activai 
HSS  for  their  racks,  says  Chief  Executi 
Edward  Weiner.  The  sales  pitch  wo 
never  cross  the  clerk's  ears.  "The  idea  i 
get  them  to  buy  what  you  want  by  sh 
ing  them  the  difference,"  says  Wein 
who  aims  to  place  thousands  of  systei 
in  two  years. 

Paul   Drouin  of  IKS   Media,  w] 
installs  sound  systems  for  McDonaL 
has  persuaded  operators  in  Florida,  01 
homa  and  Texas  to  test  HSS  this  sumro 
In  time,  emitters  built  into  soda  fount 
could  help  drive  sales  in  the  Gold 
Arches  with  a  message  like,  "You  kn 
what  goes  great  with  Coke?  McDonale 
french  fries." 

HSS  also  is  being  integrated  into  co; 
sumer  electronics,  with  Gateway  e 
ploring  the  idea  of  adding  HSS  to  i| 
plasma  TVs  to  create  surround-sou: 
effects  without  the  need  for  back-of- 
room  speakers.  DaimlerChrysler  is  co 
sidering  putting  it  in  cars  so  that  ridel 
in  the  front  and  back  seats  can  enj 
separate  stereo  systems.  A  buyer  fro 
Wal-Mart  called  Norris  in  July  askii 
whether  ATC  could  develop  an  H 
speaker  to  sit  on  top  of  a  TV  and  dire 
sound  to  one  viewer  but  not  anothi 
Norris  expects  it  to  hit  shelves  in  a  ye 
for  around  $200  a  pop. 

General  Dynamics  is  installing  H 
gear  on  Navy  ships,  including  one  ov 
the  captain's  chair  on  the  bridge  of  t 
U.S.S.  Winston  S.  Churchill.  The  speak 
cuts  through  the  din  to  beam  messages 
the  captain's  ears  only.  Even  cooler,  b 
scarier,  is  HSS'  amped-up  cousin,  t 
Long  Range  Acoustic  Device.  A  ship  see 
ing  to  warn  off  a  suspicious  dinghy  c 
use  the  device  to  loudly  hail  the  ves: 
from  500  yards  away.  If  it  gets  closi 
sailors  can  target  it  with  120  earsplitti 
decibels  of  siren  sounds  that  cause  spo 
taneous  diarrhea,  long-lasting  migrain 
or  nausea.  Says  Norris:  "It's  cleaner  th 
the  50-caliber  solution." 
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Radio  Rx 


Drugs  tagged  with  radio  chips  could  cut  costs  and  curb  counterfeiting  and  medical  errors. 


BY  CHANA  R.  SCHOENBERGER 

TINY  RADIO-FREQUENCY  MICRO- 
chips  are  encroaching  on  the  bar 
code  in  the  hurly-burly  of  con- 
sumer products  distribution.  Now  the 
ID  tags  are  entering  the  life-and-death 
world  of  health  care. 

Johns  Hopkins,  the  celebrated  Balti- 
more hospital  and  medical  school,  will 
soon  become  one  of  the  first  medical  cen- 
ters to  use  radio-frequency  ID  tags  to  keep 
track  of  medicines.  The  Red  Cross  is 
planning  to  run  a  pilot  test  using  RFID  to 
track  blood  packets,  and  several  drug- 
makers  are  experimenting  with  RFID  in 
distribution  and  packaging  centers.  Phar- 
macy chains,  hospitals  and  HMOs  hope  to 
use  the  technology  on  boxes  of  drugs  to 
aid  in  recalls.  And  once  the  chips  get 
cheap  enough — and  small  enough  to  be 
ingested — they  may  one  day  get  embed- 
ded in  the  pills  themselves,  letting  doctors 
track  compliance. 

That  is  a  lot  of  promise  for  a  simple, 
ballpoint-pen-tip-size  chip,  but  the  med- 
ical industry  needs  it.  Mistakes  in  pre- 
scribing, delivering  and  taking  drugs  cost 
$75  billion  a  year  in  medical  care,  lost 
work  time  and  lawsuits.  Better  tracking  of 
drugs  could  help  hospitals  save  money 
and  curb  counterfeiting,  which  accounts 
for  up  to  10%  of  the  world  drug  market. 
The  stakes  are  less  dramatic  in  the 
consumer  world.  Wal-Mart  and  Gillette, 
longtime  bar  coders,  look  to  RFID  tags  to 
help  them  smooth  out  the  supply  chain 
and  avert  shipping  errors.  The  technology 
also  powers  ExxonMobil's  Speedpass  key 
chain  for  paying  automatic  illy  at  the  gas 
pump  and  enables  automata  paymenl  at 
highway  toll  booths  wi  h  E-Z 
Though  prices  are  decreasing,  the  tags 
still  cost  a  dime  to  a  dollar  apiece,  and 
readers  can  cost  up  to  $2,0(10 
for  now,  to  track  every  razor  and 
bottle  of  bleach. 

In  medicine,  by  contrast,  the  bei 
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are  instantly  compelling.  Johns  Hopkins 
is  taking  bids  for  a  $40,000  RFID  system  to 
track  bags  of  intravenous  fluid,  which 
sometimes  get  lost  between  the  pharmacy 
and  a  patient's  room.  Each  lost  bag  costs 
about  $6.  "There  are  a  lot  of  points  of 
failure  in  getting  the  medication  up  to  the 
patient,"  says  Michael  Brown,  an  assistant 
director  at  the  Johns  Hopkins  pharmacy. 
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"There  are  a  lot  of 
POINTS  OF  FAILURE 

in  getting  [drugs] 
up  to  the  patient." 

The  hospital  plans  to  embed  tiny  tags 

.  h  IV  Wag  label,  holding  data  on  the 

it  and  the  dosage.  The  bag  will  be 

I   i  i  era!  points  on  the  route  from 

armacyto  the  nursing  wards'  med- 

rooms.  Pharmacists  will  be  able  to 

he  progress  online,  just  as  FedEx 

an  be  tr  icked  on  the  Web. 


Other  players  in  health  care  are  kee 
interested.  The  influential  Auto  ID  Cen 
at  Massachusetts  Institute  of  Technolc 
counts  among  its  members  Johnson 
Johnson,  Sun  Microsystems  and  Abb 
Laboratories,  as  well  as  retailers  CVS  a 
Wal-Mart,  which  has  its  own  pharmaci 
AstraZeneca  began  using  microchip  t; 
in  1996  with  its  Diprivan  anesthetic,  t; 
ging  the  drug  syringe  and  buildinj 
reader  into  a  pump  to  make  sure  the  rij 
dosage  was  infused  during  surgery. 

The  European  Commission,  Asti 
Zeneca  and  GlaxoSmithKline  spent  $■ 
million  on  a  test  in  Italy,  begun  in  20 
and  now  completed,  to  use  bar  codes 
track  medicines.  Scanning  the  drugs 
they  moved  through  the  hospital  to  1 
bedside  cut  the  error  rate  in  drug  pre^ 
ration  by  71%  and  saved  Milan's  San  Rl 
faele  Hospital  30%  in  medicine-relat 
operations  costs.  Now  the  project  is  mc 
ing  beyond  the  bar  code,  testing  RFID  t<| 
for  another  $1.2  million.  "We  are  co 
vinced"  that  RFIDs  are  "the  only  way  t 
system  should  technologically  evolve,"  & 
Milan  project  manager  Alberto  Sanna.  i 

Privacy  advocates  will  cringe  at  t 
idea  of  a  network  linking  patient  det< 
with  a  database  on  drug  use.  Under  st 
poena,  the  data  could  get  cracked  open 
anyone  who  wants  to  prove  that  the  u 
has  an  illness  or  an  addiction,  such  as  t 
government  or  disgruntled  ex-spou: 
seeking  custody  of  the  kids.  And  the  RI 
networks  will  likely  be  hacked.  "A  pers 
walking  down  the  hallway  in  a  hospil 
who  isn't  authorized  to  know  this,  c 
know  what  every  patient  is  taking,"  s; 
Lee  Tien,  a  senior  staff  attorney  at  t 
Electronic  Frontier  Foundation. 

But  for  patients  and  doctors,  losi 
another  shred  of  privacy  may  be  a  r< 
sonable  price  for  reducing  the  medi 
errors  that  cost  billions  of  dollars — a 
kill  close  to  100,000  people  each  year. 


TOSHIBA 

Don't  copy.  Lead. 


find  it  looks  like  such  a  nice  copier. 


Introducing  Encompass™  A  unique  consultation  service  from  Toshiba  that 
will  assess  your  company's  office  equipment  and  document  management 
processes,  report  where  it  finds  inefficiencies,  and  give  you  advice  on 
cost-effective  alternatives.  The  results  are  lower  costs,  more  control  and 
higher  productivity.  The  Encompass  process  yields  a  complete  inventory 
of  all  copiers,  printers  and  fax  machines,  details  current  equipment 
costs  and  lays  out  a  utilization  summary.  Now,  if  that  old  copier  is 
skimming  off  company  profits,  you'll  know.  And  you  can  show  it  the  door. 
Visit  copiers.toshiba.com  or  call  1-800-GO-TOSHIBA  for  more  information. 
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Technology  |  Digital  Tools 


by  Stephen  Manes 


Keeping  your 
Windows  machines 
safe  on  the  Net 
has  become  an 
unwelcome  do-it- 
yourself  project. 


Security  Begins  at  Home 


OUR  PRODUCTS  SHOULD  EMPHASIZE  SECURITY  RIGHT 
out  of  the  box,"  Microsoft  Chairman  and  Chief  Soft- 
ware Architect  Bill  Gates  declared  in  January  2002  as 
he  heralded  the  company's  "Trustworthy  Comput- 
ing" initiative.  A  year  and  a  half  later,  they  still  don't: 
In  that  time  the  company  has  issued  more  than  100  security 
patches  and  fixes. 

Microsoft's  Windows  Server  2003  rolled  out  in  April  with  a 
horrible  security  flaw  inherited  from  Windows  2000  and  XR.  Sim- 
ply put,  if  a  computer  with  the  flaw  is  connected  to  the  Net  with- 
out a  firewall,  predators  can  have 
their  way  with  it.  Fortunately  the 
Blaster  worm,  the  most  notori- 
ous, but  not  the  only,  attack  that 
exploited  this  flaw,  was  relatively 
benign.  But  Microsoft's  mistake 
still  cost  users  untold  millions  of 
dollars  for  defense  and  repair. 

Since  Microsoft  can't  get 
security  right,  it's  up  to  you. 
Here's  an  action  list: 

Use  firewall  software  on  every 
computer.  No  matter  how  your  machine  connects 
to  the  Net,  it's  vulnerable  even  if  it's  brand  new. 
Moments  after  a  friend  dialed  up  the  Web  in  search 
of  a  Microsoft  patch,  she  ended  up  with  a  copy  of 
Blaster.  A  firewall  would  have  prevented  that. 

The  bare-bones  firewall  that  comes  with 

Windows  XP  is  better  than  nothing,  but  is  still 

third-rate  right  down  to  the  documentation;  for 

some  reason,  my  XP  machine  doesn't  even  make 

ailable.  It  offers  no  protection  against  mal- 

may  find  its  way  onto  your  computer 

-  from  the  inside  out.  Better  bet: 

Ins  rsionof  ZoneAlarm. 

^vare  and  update  it  daily.  Antivirus  software 
I  >.  Recent  programs  generally  download 


some  older  versions  don't.  Keep  your 


dema 

upd.u. 

subscripi  ettings  carefully  to  enable  auto- 
matic up  ling  mail.  Start  with  what- 
ever come-  >  |  decide  to  ditch  it  before 
your  free  trial  i  tivirus  first. 

Back  up  dal  i  eplace  the  software 

on  your  machii  a  l                  ,!]v  a  day's  work. 

The  important  st  u  i    I                                       ..Backup 

copies  of  irreplaceabl  I                  ;     vorst 

imaginable  depredation  ippy 


with  Connected  Corp.'s  I 

monthly  online  backup  servi 

Keep  system  software  pater 

More  than  60  megabytes  of  fii 
have  been  offered  since  W 
dows  XP  was  released.  Dial- 
users  must  spend  many  ho 
keeping  current.  Even  for  bro 
band  users,  it's  a  mess.  Bu 
necessary  one. 

Microsoft's  Windows  I 
date  Web  site  can  keep  you  c 
rent  on  patches  for  Windows  and  components  like  Inter 
Explorer.  But  it  won't  always  get  you  key  fixes  for  otll 
Microsoft  programs  like  Office,  it  doesn't  clearly  docum 
what  it  is  doing,  and  it  doesn't  always  install  the  patches: 
quickly  as  you  might  expect.  Sometimes  it  just  plain  doe 
work,  and  when  it  does,  it  may  deliver  patches  that  cause  pm 
lems  of  their  own.  It's  ugly,  but  not  using  it  can  be  uglier. 

Be  suspicious.  Encrypt  Wi-Fi  connections  whenever  po: 
ble.  Use  the  free  Spybot  Search  &  Destroy  program  to  wrti 

sneakware  that  installs  iti 
without  your  knowlecl 
and  "phones  home"  wl 
data  about  you.  If  possill 
adjust  your  mail  softwan 
display  messages  as  gra|| 
ics-free  text  rather  thanl 
HTML  pages  that  can  spy! 
you  or  worse.  Avoid  op'j 
ing  attachments — even  fr| 
people  you  know. 

Is  all  this  way  beycl 
what  normal  people  sho  j 
have  to  worry  about? 
course.  But  ignore  it  and  your  machine  may  become  part  of 
problem,  attacking  others — or  leaving  itself  open  to  jerks  v 
might  like  to  snoop  in  your  most  personal  data.  Still,  no  solut 
is  perfect.  I'm  still  struggling  to  whack  a  pesky  virus  that  sei 
itself  to  my  address  book  on  the  third  day  of  every  other  mor 
Other  operating  systems  have  security  problems  of  tr 
own,  but  this  record  of  failure  is  shameful  from  the  uncr 
lenged  industry  leader.  Until  Bill  Gates  makes  good  on 
pledge,  the  world  will  continue  to  waste  productive  hours  re 
tying  Microsoft's  mistakes. 
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Stephen  Manes  (steve@cranky.com)  was  cohost  of  Digital  Duo  and  has  been  covi 
technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 
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PUSHING  INTO  THE  MAINSTREAM 

John  Elkington 

Chairman 
SustainAbility 


Have  you  ever  watched  two  great  tributaries  converg- 
ing to  form  a  single  river?  If  the  incoming  waters  are  of  different  colors,  you  see 
extraordinary,  chaotic  patterns  forming  as  currents  collide  and  mix.  In  some 
cases,  the  process  continues  for  many  miles  downstream.  The  same  is  true  of 
great  social  movements  as  they  push  into  the  mainstream  of  politics  and  busi- 
ness. But  when  convergence  really  gets  going,  expect  turbulence  and  a  blurring 
of  boundaries,  making  underlying  trends  harder  to  detect  and  read.  2003  has 
seen  precisely  these  conditions  as  the  corporate  responsibility  agenda  has  mutat- 
ed and  pushed  into  the  political  mainstream. 

The  Bush  administration's  push  back  against  non-governmental  organizations 
(NGOs)  is  an  interesting  action  replay  of  the  Reagan  and  Thatcher  years.  But  ulti- 
mately the  flow  of  history  is  unstoppable.  Driven  by  globalization  and  increased 
transparency,  the  world  of  corporate  citizenship  and  social  accountability  is  over- 
lapping that  of  corporate  governance.  In  the  process,  intense  eddies  are  form- 
ing around  concepts  like  corporate  social  responsibility  (CSR),  expanded  notions 
of  human  rights  and  -  most  ambitiously  -  sustainable  development  (SD). 

2002's  World  Summit  on  Sustainable  Development  was  not  the  political  break- 
through the  UN  and  its  partners  had  hoped  for,  but  it  served  notice  that  suc- 
cessful globalization  requires  business  to  embrace  new  notions  of  responsibili- 
ty anci  governance.  This  is  not  simply  backwash  from  recent  corporate  scandals: 
it  is  a  logical,  inevitable  consequence  of  social  trends  that  have  been  building 
since  the  1960s. 

Three  great  societal  pressure  waves  have  impacted  markets  since  1960.  The 
first  two  peaked  between  1969  and  1973,  and  1988  and  1991,  the  first  focusing 
on  new  policies  and  regulations,  the  second  on  new  market  mechanisms  and 
competitive  advantage.  Those  waves  were  largely  environment-focused, 
whereas  the  third  (peaking  1999-2002)  went  much  wider,  focusing  on  responsi- 
ble globalization  and  governance,  both  global  and  corporate. 

As  a  result,  such  issues  topped  the  agenda  at  the  2003  annual  meeting  of  the 
World  Economic  Forum  (WEF).  One  WEF  session  I  facilitated  was  entitled  "How 
much  CSR  is  too  much  CSR?"  An  interesting  question,  but  most  participants 
accepted  that  the  chail  inges  for  major  corporations  are  entering  a  new  phase. 
Many  CEOs  now  a  it  the  successful  resolution  of  these  issues  is  strate- 

gic, both  for  then  co  id  for  capitalism.  Company  directors  ignoring 

issues  like  climate  chang  lereliction  of  their  fiduciary  duties. 

Inevitably,  boards  e.-:  .conditions  may  feel  seasick  for 

a  while,  but  few  can  doubt  •  ■■  "us  great  river  of  change  will  be 

felt  way  out  into  the  wide  ex,  itury  markets. 


istainAbility 


Corporate  sustainability  attempl 
describe  what  it  takes  for  companie 
survive  and  thrive  for  the  long  tl 
Embracing  concepts  such  as  sustain 
development,  corporate  social  respj 
bility,  and  corporate  ethics  and  gi 
nance,  corporate  sustainability  focj 
on  two  key  questions:  Why  is  it  in  <T 
panies'  economic  self-interest  to  res| 
proactively  in  areas  of  their  business; 
impact  the  environment  and  soct 
What  do  companies  need  to  do  in  ti 
areas  to  produce  maximum  gain  for 
stakeholders? 

Since  our  report  in  Forbes  last  ye« 
"  The  Evolving  Business  Case  for  d 
rate  Sustainability"  (Forbes,  Septer: 
2,  2002)  the  Johannesburg  V* 
Summit  and  subsequent  developnrr 
indicate  that  the  sustainability  mover 
has  gained  momentum  but  is  also  ui 
going  rapid  change  -  you  could  call  t 
growing  pains  -  that  pose  both  se 
challenges  and  substantial  potential 
efits  to  proponents  of  sustainability. 


The  TEPCO  Group 

of  companies  is  one  of 

the  world's  major 

developers  of  wind 

power  generation. 

TEPCO  -  page  15 
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ENHANCING  SHAREHOLDEf 
VALUE  THROUGH  SUSTAINABI 

While      some      companies 
embraced     sustainability     on     n 
grounds,  and  others  as  mainly  a 
obligation  and  a  necessary  cost  of 
ness  to  maintain  their  license  to  ope 
a  growing  minority  of  companies  £ 
as  a  business  opportunity  -  not  onl\ 
way  to  lower  cost  and  risk  but  to  inci 
market  share  and  enter  new  marke  ^ 

s 


id  Pi 
Hyb 

•COS 

lb 
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troducing 

gh  performance  technology  that's  also 

>od 

I.    II  IW      C  I  1  V  I  I  v/ I  Iwl  Hi    Now  you  can  hug  corners  while  you  hug  Mother  Nature, 

a's  revolutionary  new  Hybrid  Synergy  Drive"  combines  a  gasoline  engine  with  a  powerful  electric  motor  that  never  needs  to  be 
ed  m.  The  result?  Super-efficient,  super-charged  performance.  This  groundbreaking  yet  affordable  technology  hits  the  roads  this  fall 

next  generation  Prius.  Prius  achieves  nearly  2.5  times  the  average  fuel  efficiency  of  conventional  vehicles  and  close  to  90%  fewer 
-forming  emissions  -  all  while  accelerating  from  0  to  60  mph  in  20%  less  time  than  its  competitor.* 
id  Prius,  Hybrid  Synergy  Drive  will  be  available  in  more  and  more  Toyota  products  -  including  SUVs. 
Hybrid  Synergy  Drive,  we're  helping  save  the  planet.  Faster. 
a.  com /to  morrow 

cturer's  testing  for  2004  est.  city  &  combined  -      ,  com  ■■'"    on  only.  Obtained  with  prototype  vehicle  by  professional  using  special  procedures.  Do  not  attempt.  ©2003 
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In  a  very  thoughtful  article  published  in  managers  frame  sustainability  not  as  a 

the  Academy  of  Management  Executive,  multidimensional  opportunity,  but  rather^ 

Stuart  Hart  and  Mark  Milstein  argue  per-  as  a  one-dimensional  nuisance.  Never- 

suasively  that  sustainability  and  creating  theless,  the  multiple  challenges  associat- 

shareholder  value  can  go  hand  in  hand,  ed    with    global    sustainability,    seen 

"Just  as  the  creation  of  shareholder  value  through  the  appropriate  business  lenses, 


requires  perfor- 
mance on  multiple 
dimensions,  sus- 
tainable develop- 
ment is  also  a  mul- 
tidimensional 
challenge.  Yet  most 


Ebara  has  begun 

development  of  a  model 

community  ...  that 

will  completely  recirculate 

air,  water  and 

energy  resources. 

Ebara  -  page  13 


can  help  to  identify 
strategies  and  prac- 
tices that  improve 
performance  in  all 
four  quadrants  of 
the  shareholder- 
value     framework. 


This,  in  turn,  facilitates  the  creatic 
sustainable  value  for  the  firm." 

What  are  the  global  drivers  of  sus| , 
ability  according  to  Hart  and  Milstj 
First,  as  increased  industrialization 
ates  increased  material  consumption,IPa 
lution  and  waste,  resource  efficiency' 
pollution  prevention  are  crucial  to  I 
tainability.  Second  is  the  proliferation 
interconnection  of  civil  society  st 
holders,  requiring  firms  to  operate 
transparent,  responsive  manner  to  r 


o 


the  demands  of  a  very  well-inforn 

continued  on  f. 


SUSTAINABLE  VALUE  FRAMEWORK 


Drivers 

•  Disruption 

•  Clean  tech 

•  Footprint 


STRATEGY: 
Clean  Technology 
Develop  the  sustainable 
competencies  of  the  future 

CORPORA  TE  PA  YOFF: 
Innovation  &  Repositioning 


STRATEGY: 
Sustainability  Vision 
Create  a  shared  roadmap 
for  meeting  unmet  needs 

CORPORATE  PAYOFF: 
Growth  Trajectory 


Drivers 


•  Poverty 

•  Inequity 


INTERNAL 


SUSTAINABLE 


EXTERNAL 


In  this  chart  by  Hart  and 
Milstein,  the  vertical 
axis  reflects  the  firm's 
need  to  manage  today's 
business  while  simultane- 
ously creating  tomorrow's 
technology  and  markets 
in  order  to  realize  both 
short-term  results  and 
long-term  growth  oppor- 
tunities. The  horizontal 
axis  reflects  the  firm's 
need  to  grow  and 
protect  internal  organiza- 
tions' skills  and  capabili- 
ties while  simultaneously 
infusing  the  firm  with 
perspectives  and 
om  the  out- 

•i  ladrant  focuses  on  those  aspects  of  performance  that  are  primarily  internal  and  near-term  in  nature:  cost i 
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VALUE 


STRATEGY: 

Pollution  Prevention 
Minimize  waste  and 
DriVerS  emissions  from  operations 


STRATEGY: 
Product  Stewardship 

Integrate  stakeholder  views 
into  business  process 


Pollution 

Consumption 

Waste 


CORPORATE  PAYOFF: 
Cost  &  Risk  Reduction 


CORPORATE  PAYOFF: 
Reputation  &  Legitimacy 


TODAY 


Drivers 

•  Civil  Socie 

•  Transparai 

•  Connectivi 
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stakeho!u 
rant  addre.:. 
future  products  a 
performance  by  i 
perform  well  simull 


firm  can  operate  efficiently  and  reduce  its  risk  commensurate  with  returns,  shareholder  value  will  beer 

mt  also  focuses  on  performance  dimensions  that  are  near-term  in  nature  but  extends  to  include  extei 

jrs,  customers,  NGOs  and  the  media  that  can  affect  the  firm's  license  to  operate.  The  upper-left  qi 

rm  to  operate  efficiently  in  today's  businesses  but  also  foster  the  innovation  required  to  deve 

y,  the  upper-right  quadrant  focuses  on  the  external  dimensions  associated  with  the  firm's  fut 

:s  and  services  for  existing  customers  or  tapping  into  previously  unserved  markets.  Firms  m 


il  they  are  to  maximize  shareholder  value  over  time.  Stuart  Hart  (slhart@unc.e 


and  Mark  Milstein  (mil:  ,'..,-  professors  at  North  Carolina 's  Kenan-Flagler  Business  School,  Center  for  Sustain 

Enterprise.  Dr.  Hart  is  also  the  6  ison  Professor  of  Sustainable  Global  Enterprise  at  Cornell's  Johnson  School  of  Managem 


lis, 
Plot. 
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We're  Leveraging  Technologies 
b  Maximize  Resource  Efficiency 


•  anon,  a  global  technology 

L  company,  has  always 
known  the  importance  of 
vation.  Today,  Canon  is  lever- 
g  its  storehouse  of  technolo- 
to  maximize  resource  effi- 
:y  and  to  minimize  impact  on 
environment. 

non  is  working  to  achieve  this 
with  product  development 
d  on  a  comprehensive  Life 
i  Assessment  (LCA).  Canon 
yzes  the  life  cycles  of  prod- 
from  materials  procurement 
production  through  their 
e  and  eventual  disposal,  to 
uate  their  environmental 
act.  Of  particular  importance 
e  environmental  performance 
troducts  during  regular  use. 
data  collected  is  stored  in  a 
base  and  fed  back  to  product 
gners  and  engineers  for  use  in 
Hoping  future  products. 

-Cycle  Perspective  of  Product  Improvement 
(imageRUNNER  3300) 


<a) 


I  Prior  model 
I IR3300 


93       " 


Materials      Product      Logistics         Use        Disposal/ 
Production  Production  Recycling 


Canon's  energy-efficient 
imageRUNNER  3300 

Canon  is  pursuing  LCA  not  only 
for  products,  but  also  for  opera- 
tions. Under  an  initiative  called 
"Factor  2,"  Canon  has  adopted 
the  overriding  indicator  of 
resource  efficiency  (net  sales/life 
cycle  CO2  emission  volume),  which 
the  company  is  working  to  double 
by  2010,  from  the  2000  result. 

Canon's  imageRUNNER  3300  dig- 
ital multifunction  product  for 
office  use  provides  an  apt  example. 
Backed  by  extensive  LCA  analyses 
yf  business  machines,  Canon  devel- 
oped an  energy-efficient  combina- 
tion copying  machine/facsimile 
rhine/printer/scanner.    It    uses 


Canon's  own  on-demand  fixing 
system,  which  cuts  energy  con- 
sumption by  about  75%  compared 
with  prior  models.  This  machine 
also  slashes  warm-up  time  from 
standby  mode,  from  as  long  as  one 
minute  to  just  six  seconds. 

Canon  is  also  working  with  the 
cooperation  of  suppliers  to  man- 
age materials  and  parts  under  a 
green  procurement  system.  These 
efforts  have  helped  Canon  create 
diverse  products  that  meet  stan- 
dards established  by  third  parties 
such  as  the  International  Energy 
Star®  Program. 

Around  the  world  and  through- 
out its  operations,  Canon  contin- 
ues to  pursue  environmental 
innovation. 


Canon  has  won  the  U.S.  Environ- 
mental Protection  Agency's  and 
Department  of  Energy's  2003  ENERGY 
Star®  Partner  of  the  Year  Product 
Manufacturers  Award.    This  marks 


— 


-&**ffi?T 


pflft]iwMil 


the  third  consecutive  award  for 
Canon,  and  the  eighth  since  1996. 
The  imageRUNNER  3300  and  over 
300  other  Canon  products  qualify 
under  the  International  ENERGY 
STAR®  Program. 


.canon.com/environment/ 
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"As  a  family  business 

we  recognize  that  ou^ 

product  decisions  todd 

must  be  made  for  the 

next  generation...    m 
not  the  next  quarter 


accep 

ia,  de 
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Dr.  H.  Fisk  Johnson 
SC  Johnson  Chairman 


TOMORROW 


of  mi 

Be. 


's  Greenlist 


eic 


me 
pi  i  c 


Family-owned  SC  Johnson  has  devised  a  way  to  ensure 
its  products  will  continuously  improve  in  quality  and 
safety  as  well  as  keep  the  company  well  ahead  of 
environmental  regulations.  But  rather  than  make 
Greenlist"  a  secret  competitive  weapon,  they  want  to  help 
others  start  using  it,  too. 


ij)iityiiii'i!iiiii)»iiiiii!iiii.giiitii&iiiiiiii&«<iiii 

For  117  years,  spanning  five  generations  of  Johnson  family  ownership,  SC 
Johnson  has  built  a  reputation  for  providing  high-quality  consumer  products 
including  household  cleaning  products  and  products  for  home  storage,  insect 
contro'  and  personal  care.  Marketing  well-known  brands  like  Ziploc®,  fantastik®, 
Winde.  e®  and  Raid®,  the  company  employs  12,000  people  in 

more  thai  ;;  and  serves  customers  in  more  than  110  countries. 

SC  Johnsi  oroducts,  unique  programs  in  areas  such  as  employ- 

ee and  family  |  |    «nefits,  and  environmental  responsibility  have 

earned  the  con  ognition  as  a  leader  in  corporate  sustainability  and 

numerous  prestiy:.  •ncluding  the  first-ever  Lifetime  Atmospheric 

Achievement  Aw,  Environmental  Protection  Agency  in  2003. 

When  Dr.  H.  Fisk  Johnsu:  r  lohnson  chairman  in  2000,  he  reinforced 

the  company's  five-year  ei>  il  plan  as  a  top  priority,  making  it  a  key 

component  within  the  comi  :|  strategic  plan    The  plan  broadly 


includes  new  actions  on  greenhc}» 
gas  reduction  along  with  SC  Johnst;ptab 
continued  focus  on  reducing  wetter 
and  air  emissions.  Wanting*; 
establish  a  more  proactive,  effecbeus 
way  to  improve  the  company's  enghoi 
ronmental  footprint,  he  decide^ 
focus  on  the  raw  materials  u 
in  its  products,  from  chemicals  to  plirials 
aging  materials.  And  this  meant  a  iment 
kind  of  supplier  engagement  -  Gn  i 
list™  -  that  taps  into  the  core  coniip 
tencies  of  SC  Johnson  supplierisoor 
provide  new  materials  to  meet  evi'ith 
ing  standards  of  environmental  | mlist 
product  excellence.  While  a  t,we 
idea  that  substantially  char 
established  business  practi^ 
Fisk  Johnson  believed  the  r  he rr 
were  well  worth  taking:  "A.'weus 
family  business,  we  recognize  thatncts 
product  decisions  today  must!i$on 
made  for  the  next  generatk : sGlo 
not  the  next  quarter."  m$/ 

Greenlist™       institutionalizes  and f 
"greener,  informed  choice"  sys 
that  drives  the  use  of  materials 
are  safer  for  people  and  good  for  n| 
environment  and  builds  on  hur'i 
safety  and  environmental  risk  ass  ta 
ments  currently  being  done.   Gr«  % 
list™  relies  on  two  sets  of  criteria, 
to  establish  the  functional  use  of  m  js  |0 
rials  in  SC  Johnson  products,  and^. 


ofrrt 
foi 
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to  measure  the  environmental 
Diological  impact  of  materials, 
-ials  are  ranked  as  "best','  "better" 
acceptable"  against  four  to  seven 
ia,  developed  for  six  major  cate- 
s,  based  on  the  functional  use  of 
laterials  —  surfactants,  solvents, 

Hants,  resins,  insecticides  and 
aging  —  that  together  comprise 
of  materials  used  by  the  compa- 
Best"  materials  earn  a  score  of 

points  down  to  one  point  for 
sptable'.'  With  higher  scores  going 
itter  materials,  Greenlist™  pro- 
;  an  easily  understood  scale  that 
)e  used  by  employees 
ighout  the  compa 
1  R&D,  product 
elop  ment, 
rials  pro- 
nent,  envi- 
mental 
pi  ia  nee, 


"Greenlist™  is  getting  our  people  thinking  and 
brainstorming  about  ways  to  improve  the  products 
and  materials  with  which  they're  working." 

Scott  Johnson  -  S(  1  Johnson  Vice  President 


;o  on. 
ith 


the 


nlist™  cri- 
,  we   now 


Greenlist™  also  complements  the 
EPA's  PBT  Profiler,  a  computer  model 
that  evaluates  a  chemical's  potential 
environmental  persistence  (P),  biocon- 
centration  (B)  and  aquatic  toxicity  (T) 
at  the  R&D  stage  of  product  formula- 
tion. Fred  Martin,  SC  Johnson's  sus- 
tainable innovation  manager,  went  a 
step  further  and  worked  with  the  EPA 
to  use  the  PBT  Profiler  to 
evaluate  the  PBT  poten- 
tial of  all  of  the 
chemicals  in  SC 
Johnson's  inven- 
tory. "SC  John- 
son has  been 
very  cooperative 
in  working  with 
the  EPA  in  the 


development  of 
the  PBT  Profiler. 

a  much  tomorrow's  legacy  today  wwu the  be\P of 

r     handle  _       »„,, „  SC  Johnson  and 

SUSTAINABILITY  t.       .    .    t 

ie  materi-  other     industry 

e  use,  how  they  are  used  and  the  partners,  we  have  been  able  to  devel- 

cts  of  their  use,"  reports  Scott  op  a  very  successful  screening  model," 

son,  vice  president  of  SC  John-  says  Bill  Waugh  of  the  EPA's  Office  of 

Global  Environmental  and  Safety  Pollution  Prevention  &  Toxics.  "The 

ns.  "We're  seeing  savings  in  stor-  EPA  hopes  to  work  with  others  in  the 

md  packaging  through  consolida-  chemical  product  development  indus- 

jf  materials,  which  is  just  a  begin-  try  as  well."  Overall,  SC  Johnson  sees 

for  the  paybacks  we  expect  from  the  PBT  Profiler  as  another  useful  tool 

nlist™  ."  And  even  though  Green-  in  implementing  the  Greenlist™  and 

is  in  its  early  stages  of  imple-  ultimately  meeting  its  high  internal 

tation,  Scott  Johnson  observes,  standards  by  identifying  materials  that 

enlist™    is  getting   our  people  are  safer  for  people  and  safer  for 

Jng    and    brainstorming    about  the  environment.  □ 

J  tO    improve   the    products    and      For  more  infoi matron  on  Greenlist™  and  PBT 

Profiler,  '  www.scjohnson.com/ 

Tiais  with  which  they're  working."  asp 


Some  of  SC  Johnson's  innovative  products: 

Glade®  PhtgltlSP  ■  received  the  first  Innovative  Product 
exemption  awarded  by  the  California  Air  Resources  Board  that 
is  now  one  of  nine  such  exemptions  for  SC  Johnson  products 

OFF!*  Botanicals'"     plant-based  insect  repellent 

FHsfl  •  an  air-propelled  aerosol  for  furniture  care 

Ziptoc'*'  -  reusable  containers 


(^Johnson 

A  Family  Company 
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continued  from  page  4 

active  stakeholder  base.  A  third  set  of 
drivers  relates  to  emerging  technologies 
that  may  provide  "potent,  disruptive  solu- 
tions that  could  render  the  basis  of  many 
of  today's  energy  and  material-intensive 
industries  obsolete.  Genomics,  bio- 
mimicry,  nanotechnology,  information 
technology  and  renewable  energy  all  hold 
the  potential  to  drastically  reduce  the 
human  footprint  on  the  planet,  making 


liesi 


the  problems  of  rapid  industrialization  all  billion  in  just  the  past  two  generatic 

but  obsolete."   Accordingly,  innovation  and  over  4  billion  survive  on  less 

and  technological  change  are  key  to  the  $1 ,500  per  year, 

pursuit  of  sustainability.  The  fourth  set  of  Companies  can  create  sharehr0 

sustainability   drivers    relates    to   the  value  by  addressing  all  four  se^ 

increases  in  population,  poverty  and  drivers:  By  reducing  the  level  of  matt 


m 


pi . ;. 


Corporate  Community 
Investment  in  Japan 


inequity  associated 
with  globalization. 
The  human  race 
took  thousands  of 
years  to  reach  1  bil- 
lion people,  and 
has  exploded  to  6 


Greenlist™  institutionalizes 

a  'greener,  informed  choice' 

system  that  drives  the  use 

of  materials  safer  for 

people  and  good  for  the 

environment... 

SC  Johnson  -  p.vic  7 


consumption 
pollution 
create,    firms 
save    money 
improve  profit, 
operating  at  gn 
levels  of  transp, 
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BUSINESS  AND  NGOs  IN  JAPAN 


Modernization,  globaliza- 
tion, an  aging  population  and 
a  prolonged  economic  slump 
have  contributed  to  a  range 
of  social  issues  in  Japan, 
including  high  unemploy- 
ment rates,  the  end  of  guar- 
This  story  is  based  on  a  report 

coauthored  by  SustainAbility  and  anteed  lifetime  employment, 
the  Centre  for  Active  Community  increased  homelessness  and 
and  initiated  by  Cable  &  Wireless 

as  part  of  their  global  commitment  crime,  and  growing  require- 
to  community  development.  ments  for  e|der,y  care  At  the 

You  can  access  the  full  report  at: 

www.sustainability.com.  same  time,  traditional  sup- 

port systems,  including  the 
central  government,  workplace  communities  and  extended 
families,  have  diminished  in  their  capabilities  to  solve  these 
problems.  As  a  result,  non-governmental  organizations,  or 
flourished  since  the  collapse  of  the  bubble  econ- 
1980s. 

s  have  only  recently  achieved  legal  status 
the  role  of  volunteers  after  the  1995 
stated  Osaka  and  Kobe,  the  Law 
t  Activities  -The  NPO  Law  - 
■>cess  for  approving  NGOs 
or  local  prefectures.  In 
10  r   agnized  NGOs  have 


organizations  have  arisen  around  sustainable  develops 
including  Japan  for  Sustainability  (www.japanfs.org). 
Now  with  NGOs  becoming  more  involved  in  areas  that 


more  directly  on  corporate  interests  and  goals,  they  ofi!3sr; 
rational  alternative  for  corporate  community  investment.  S  '' 
companies  use  resources  other  than  money  to  support  N<  mf> 
including  the  use  of  company  facilities  and  other  resourcince 
provide  community  services.  Other  companies  tap  into  the' e,6!! 
cial  skills  and  expertise  of  their  employees  to  provide  invakf 
support  for  some  NGOs. 

The  authors  suggest  a  strategic  partnership  approach   l 
add  some  cautionary  advice:  "Crucially,  community  invest!  ,or: 
programs  must  be  a  part  of  the  corporate  culture  and  busi' eve 
planning  process  if  they  are  to  be  successful.  Programs  t 


to 


ioee 


in  Japai 
Hanshi: 
to  Promol 
was  passed  i 
as  legal  corporate, 
the  four  years  since,  . 
been  established.  Of  tl  e  involved  in  sup- 

porting the  elderly  and  di  )%  each  in  com- 

munity affairs  and  protecting  Several  new 


have  sufficient  resources  dedicated,  and  it  must  be  somec  ;nv! 
job  to  see  that  they  are  done."  Once  that  commitment  is  rr  tc 
a  company  should  undertake  a  series  of  steps  to  create  a  f 
strategic  community  investment  approach.  These  inc 
making  an  initial  review  of  the  company's  business  goals  ^ 
objectives;  becoming  familiar  with  the  key  issues  in  the  <  im- 
munities in  which  the  company  operates;  identifying  progi  ■  s 
already  under  way  and  evaluate  their  effectiveness;  and  ic  |: 
fy  NGOs  that  may  make  good  partners.  Also,  it's  helpful  tc  ¥ 
what  other  companies  in  your  industry  are  doing  in  these 
and  explore  opportunities  to  collaborate  with  them,  either  ;Per 
vidually  or  through  trade  associations.  '  'to 

Finally,  employees  and  other  stakeholders  need  ti  lfrrs 
informed  and  involved  where  appropriate. 
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d  responsiveness,  they  can  enhance 
firm's  reputation,  brand  value  and 
nacy;  by  developing  new,  disruptive 
ologies,  they  can  accelerate  innova- 
ind  product/service  repositioning; 
vhat  is  probably  the  biggest  oppor- 
/  of  all,  by  meeting  the  needs  of 
i  at  the  bottom  of  the  world  income 
nid  in  a  way  that  facilitates  inclusive 
:h  creation  and  distribution,  firms  can 
me  leaders  in  the  world's  largest  set 


of  untapped  markets. 

Once  senior  managers  are  sold  on 
commiting  to  sustainability,  they  need  to 
understand  how  it  can  be  applied  to  their 
particular  business.  At  the  same  time,  the 
commitment  needs  to  be  institutionalized 
and  embedded  into  the  organization. This 
not  only  helps  provide  future  continuity 
under  changing  managers,  it  will  quicken 
understanding  and  acceptance  through- 
out the  company. 


SRI  -THE  SUSTAINABILITY 
SILVER  BULLET? 

Speaking  of  shareholder  value,  many 
sustainability  proponents  see  socially 
responsible  investing  -  SRI  -  as  a  poten- 
tial silver  bullet  to  compel  even  the  most 
reluctant  companies  to  take  sustainabili- 
ty seriously.  Once  CEOs  get  the  message 
that  their  companies  are  less  attractive  to 
a  growing  portion  of  the  debt  and  equity 


.D  INVESTMENT  HABITS  DIE  HARD 

Dr.  Matthew  J.  Kiernan 

Chief  Executive 
Innovest  Strategic  Value  Advisors 

itangibles"-based  risks  and  value  drivers  are  becoming 
asingly  critical  for  companies'  competitiveness  and  prof- 
ity.  Among  the  most  powerful  of  these  new  value  drivers 
ompanies'  performance  on  environmental,  social  and  gov- 
ice  issues. 

ere  is  now  incontrovertible  empirical  evidence  that  com- 
3S  managing  these  "next  generation"  investment  risks 
sr  than  their  competitors  tend  to  outperform  them  finan- 
.  Despite  this,  90%  of  Wall  Street  and  98%  of  America's 
ion  fund  investors  remain  in  full  denial. 
eve  that  there  are  at  least  four  major  reasons  for  this: 
i  deep-seated  (but  erroneous)  belief  that  addressing  social 
jnvironmental  issues  almost  inevitably  requires  sacrificing 
cial  returns.  (Quite  the  reverse  is  actually  true.) 
i  equally  erroneous  view  that,  since  returns  are  "inevitably" 
Dromised,  fiduciary  responsibility  demands  that  social  and 
onmental  factors  be  set  to  one  side  when  investment  deci- 
>  are  made. 

}  "silent  conspiracy  of  opposition"  by  pension  fund  con- 
mts  and  many  asset  managers,  who  ally  unani- 

s  in  their  hostility  to  "socially  responsible  investment"  (SRI) 
:o  whom  most  trustees  are  inexplicably  deferential. 
i  perceived  lack  of  appropriate  investment  vehicles  that 
i  actually  combine  environment-  incialout- 

>rmance.  (These  too  already  exist.)  Th  inceptions 

imposed  a  substantial  financial  cosi  or.  U  S.  |  i  funds 


and  their  contributors  and  beneficia- 
ries. And  continued  refusal  to 
acknowledge  the  obvious  will  become 
even  more  costly  in  the  future.  At 
least  six  powerful  global  "mega- 
trends" will  guarantee  it: 

•Tightening  national  and  global  regulatory  performance  and  dis- 
closure performance  requirements  on  environmental,  social  and 
governance  issues 

•  The  globalization  and  intensification  of  industrial  competition 
in  emerging  markets.  This  exponentially  increases  the  level  of 
environmental,  social  and  governance  risk  for  major  corpora- 
tions and  their  investors. 

•  Growing  pressures  from  international  NGOs  armed  with 
unprecedented  resources,  credibility,  tougher  company  disclo- 
sure requirements  and  global  communications  capabilities. 

•  A  new  generation  of  both  consumers  and  investors,  with  sub- 
stantially greater  sensitivity  to  companies'  environmental,  social 
and  governance  performance. 

•  A  substantial  broadening  of  the  purview  of  fiduciary  respon- 
sibility to  include  companies'  performance  in  these  three  areas. 

•  A  growing  inclination  -  and  capability  -  among  institutional 
investors  for  shareholder  activism. 

Taken  together,  these  trends  can  only  increase  the  "sustain- 
ability premium"  going  forward.  Savers  and  investors  who 
ignore  these  trends  do  so  at  their  peril. 
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Ricoh  Awarded 

2003  WEG  Gold  Medal 

For  International  Corporate  Achievement  in  Sustainable  Developme 


Working     under     the     slogan 
"our  earth,  our  tomorrow,"  Ricoh  - 

a  world-leading  producer  of  office 
automation  equipment  and  supplies  -  has 
made  great  strides  in  reducing  its  envi- 
ronmental footprint  and  making  its  pho- 
tocopy machines  the  most  energy  effi- 
cient available.  Led  by  President,  CEO 
and  COO  Masamitsu  Sakurai,  the  com- 
pany has  embarked  on  a  comprehensive 
program  of  sustainable  development  that 
involves  a  wide  range  of  internal  and 
external  initiatives.  In  recognition  of  its 
commitment  and  accomplishments,  the 
highly'  respected  World   Environment 


Center  (WEC)  in  2003  awarded  Ricoh  its  landfill  in  production,  green  supp 

most  prestigious  award,  the  WEC  Gold  pipeline,  and  a  cutting-edge  environr 

Medal  for  International  Corporate  Achieve-  tal  management  system  globally  appl 

ment  in  Sustainable  Development.  Recognizing  the  challenges  that  R 

The  WEC  independent  jury  based  its  and  other  companies  face,  John  Miz 

award  on  Ricoh's  "complete  and  com-  WEC  CEO,  noted,  "Building  a  sustair 

prehensive  group  of  achievements  that  society  requires  creation  of  a  vision 

demonstrates  superior  performance  in  gets  and  subsequent  communicatic 

the  areas  of  policy,  implementation  and  employees    and    other    stakeholc 

leadership  constituting  a  compelling  pro-  Ricoh's   top   to   bottom    commitr 


I 


gram  of  sustainable  devel- 
opment. This  outstanding 
performance  translates  into 
world-class  energy  efficien- 
cy technology,  reduction 
of  global  climate-warming 
emissions,  zero-waste  to 


Our  earth. 
Our  tomorrow 


to  its  comprehensive  p 
ensures  that  sue 
Collectively,  these  ace 
plishments  serve  a 
model  for  corporatior 
achieve  success  thrc 
sustainability" 


The  Ricoh  Group  has  long  worked 
toward  better  environmental  man- 
agement by  adopting  environmental 
conservation  as  its  mission  with  the 
idea  that  conservation  activities  can 
effectively  improve  the  health  of  the 
planet  if  carried  on  a  continuous  and 
consistent  basis  by  more  and  more 
lefine  sustainable  management  as  corporate  man- 
tributes  to  environmental  conservation 


Ricoh  President.  CEO  and 
COO  Masamitsu  Sakurai. 
accepting  the  WEC  Gold 
Medal  award  at  the  National 
Building  Museum  in 

ngton,  DC. 

'      >M3 
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grow  and   ! 

fits  throug  ■ 

quanth 

in  economic  be 

accounting  sysu 

of  our  environnii 

are    engaged    in    en 


for  that  company.  However,  companies 

ties  it  they  themselves  survive, 

ve  need  to  gain  economic  bene- 

conservation  activities.  We 

ental  impact  and  increase 

ip  our  own  environmental 

ifitability  and  efficiency 

Rii  oh  Group  employees 

fc  reservation    activities 


while    pursuing    profitability    based    on    our   concep 
sustainable  management. 

TOWARD  A  SUSTAINABLE  SOCIETY 

Global  environmental  conservation  activities  shouli 

course,  be  conducted  on  a  global  scale,  and  all  global  citii 

including  national  and  local  administrations,  companies, 

societies  and  individuals,  need  to  be  aware  of  their  own 

ronmental  impact  and  try  to  cooperate  with  each  otht 

reduce  it  The  Ricoh  Group  lends  its  weight  to  the  developr 

of  a  sustainable  society  by  being  living  proof  that  a  com 

can  conduct  environmental  conservation  activities  continue 

through  sustainable  management  and  by  encouraging  r 

people  around  the  world  to  participate  in  developing  a 

tamable  society  that  limits  environmental  impact  to  a  level 

the  Earth  can  tolerate. 

Masamitsu  Sat 

President,  Chief  Exec 

Officer  and  Chief  Operating  O 

Ricoh  Company, 
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>espite  appearances, 

•e  don't  throw  anything  away 


f    t 


: 
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We  sort.  We  recover.  We  recycle.  But  we  never 
simply  throw  away. 

Walk  into  any  Ricoh  plant  and  you'll  see 
receptacle  after  receptacle-each  designated  for 
a  different  type  of  material.  The  idea  is  to  avoid 
sending  any  waste  to  landfill. 

At  Ricoh,  waste  is  a  dirty  word.  Which  is 
why  we  set  stricter  standards  when  defining 
zero  waste  to  landfill,  and  why  we  meet  those 
standards  at  all  our  production  sites  worldwide. 
Altogether,  we  successfully  recycled  34,000 
tons  of  what  would  otherwise  have  been  waste 
in  fiscal  2002. 

You  don't  get  to  be  a  global  leader  in  digital 
office  equipment,  as  we  are,  without  concentrating 
on  the  bottom  line.  But  we've  learned  that  it 
pays  to  devote  equal  attention  to  a  larger  goal- 
a  world  where  resource  circulation  comes  natu- 
rally. That's  why  each  and  every  Ricoh  employee 
contributes  in  some  way  to  reducing  waste. 

From  a  business  perspective,  reducing  waste 
means  reducing  costs.  And  reducing  costs 
means  increasing  profits.  What's  more,  eco-sawy 
consumers  reward  eco-conscious  companies, 
helping  create  a  virtuous  cycle  of  sustainability 
and  profitability.  From  a  global  perspective, 
reducing  waste  means  everyone  gets  to  enjoy  a 
cleaner,  greener  planet. 

It's  good  business,  and  good  thinking  to  share. 


How  well  do  you  share? 


Image  Communication 


vwvw.ricoh.com/ecology/ 
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markets  due  to  flagging  sustainability  per-  Street  to  buy  into  sustainability  is  a  lot 

formance,  they  will  act  decisively  to  more  complicated,  but  progress  is  being 

change  those  perceptions.  While  the  logic  made.  What   seems   to   have   gotten 

may  be  simple,  getting  mainstream  Wall  through  is  the  idea  that  companies.that 

f__  ^  are  able  to  adopt  an  integrated  approach 

j0  A.     ,  9  to  sustainability  possess  superior  man- 

~~     DARWINIAN  SUSTAINABILITY 

Paul  Gilding 

Founder  and  Partner 
Ecos  Corporation 

Business  needs  to  get  real  about  sustainability.  This  is  not  about  corporate 
social  responsibility,  with  all  the  feel-good  opportunities  to  "do  the  right  thing" 
This  is  about  market  forces. 

The  drivers  of  this  are  many.  Take  climate  change.  The  climate  is  changing  and 
the  economy  will  soon  follow.  And  it  won't  be  led  by  agreements  like  Kyoto,  but 
by  companies  that  smell  competitive  advantage.  A  combination  of  economic 
impact  (ask  the  reinsurance  industry  about  trends  on  weather-related  disaster 
losses)  and  consumer  demand  is  going  to  drive  discontinuous  shifts  in  the  trans- 
port sector.  Toyota,  for  example,  is  aggressively  rolling  out  hybrid  cars,  with  dra- 
matic increases  in  fuel  economy  and  reductions  in  C02  emissions  (and  what's 
more,  they're  more  fun  and  cheaper  to  run).  Smart  company.  Look  out  Detroit. 

So  let's  stop  talking  about  corporate  social  responsibility  and  start  talking  about 
competitive  advantage  and  market  shifts.  We  need  sustainability  to  be  Darwin- 
ian. After  all,  the  reality  is  that  sustainability  won't  take  hold  in  the  corporate 
sector  in  a  big  way  until  it  starts  producing  bigger  profits  and  faster  growth.  It 
won't  happen  because  of  abstract  executive  commitment  to  a  philosophy.  It  will 
happen  because  it's  proven  to  be  good  business  strategy. 

Take  oil,  for  example.  What  would  drive  Shell  to  take  stronger  action  on  climate 
change?  The  fear  of  criticism  by  NGOs,  or  the  prospect  of  gaining  market  share 
from  ExxonMobil  because  people  see  Shell  as  a  better  company? 

my  leadership  companies  have  worked  this  out  and  are  now  pursuing  such 
stral  t  is  selling  its  workplace  safety  knowledge  to  make  other  com- 

panit  lection  products  to  make  all  people  safer.  Shell  and  BP 

are  ir,  snergy.  Honda  is  making  fuel  cell  cars.  While  these 

companic  the  significant  growth  in  profitability  they  believe 

will  come,  it  is  >  before  at  least  some  of  them  do. 

Companies  that  i  how  to  drive  the  market  in  the  direction  of 

sustainability  more  to  profit  from  it  -  will  simply  grow  faster. 

Those  that  fail  to  do  so  \  e  wayside. 

That's  what  makes  capitalism  woi  i8rs  win 

and  losers  lose.  Creative  destruc, 

Bring  on  the  market.  COrpOfStiOn 
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agement  capabilities  in  general. 

What  the  tipping  point  might  be 
sustainability  to  become  a  b u s i ration 
requirement,  and  when  or  if  that  p 
ever  occurs,  is  open  to  debate.  Bui 
trend  is  real,  certainly  in  Europe,  and 
is  on  the  line.  "I  do  think  that  the  ne> 
months  will  see  a  sea  change  in  the 
institutional  investor  world,"  says 
Matthew  Kiernan,  founder  of  Innq 
Strategic  Value  Advisors,  which  cum 
ranks  companies  in  21  industry  sec 
"As  industrial  competition  for  consu 
markets  and  competition  for  capital 
globalize,  U.S.  institutional  investors 
replicate  more  and  more  the  EuroA 


Building  a  sustainable 
society  requires  creation  o/'Jiis 

vision,  targets  and 

subsequent  communication 

to  employees  and 

shareholders. 
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approach  of  incorporating  SRI  consic 
tions  into  mainstream  investment  c 
sions.  I  don't  think  that  U.S.  capital 
kets  can  remain  insulated  from  gl 
capital  markets  for  very  much  longerJastics 


redde 
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If 


STAKEHOLDER  ENGAGEMEI* ' 

Beyond  investors,  corporate  staker 
ers  include  customers,  suppliers  and 
ners,  employees,  the  media,  governr 
agencies  and  NGOs  -  non-governme 
organizations.  While  stakeholder  eng  U 
ment  has  become  a  kind  of  mantra  ir 
sustainability  community,  it  is  at  be  Bte 
very  general  concept  that  can  be  see  li 
embrace  almost  everything  a  comf 
does.  Obviously,  then,  stakeho 
engagement  necessarily  means  ven, 
ferent  things  to  different  businesses  fc^., 

Among  all  stakeholder  groups 
most  dynamic  change  is   under 


isle 
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Building  a  Sustainable  Society 


nded  in  1912,  Ebara  has  earned  a 
ation  for  consistently  developing 
-class  technology.  Over  the  past 
ecades,  Ebara  has  become  a  global 
[  in  designing,  implementing  and 
irting  innovative  environmental 
ering  systems. 

are  proud  of  the  wide  range  of 
ologies  we  have  created  tu  treat 
iquid  and  gaseous  wastes,  as  well 
veloping  a  variety  of  clean-energy 
ologies,  including  fuel  cell  cogener- 
solar  power  and  wind  power.  In 
Ebara  now  produces  the  world's 
>t  variety  of  environment-friendly 
ns  and  equipment. 
YET  WE  WANT  TO  DO  MORE, 
ihe  20th  century,  mankind  thought- 
consumed  vast  amounts  of  finite 
rces.  Today,  we  are  acutely  aware 
lis  planet's  resources  are  limited.  It 
;ential  not  simply  to  reduce  con- 
ion  and  limit  waste,  but  also  to 
le  all  types  of  energy  and  natural 
rces  that  society  consumes. 


Thus,  Ebara  has  established  a  compa- 
nywide  goal  of  helping  to  build  a  "sustain- 
able society."  a  community  that  recycles 
all  its  wastes  and  creates  new  materials 
and  even  generates  usable  energy  in  the 
process. 


Technology  to 
sustain  a  town, 
a  nation  or  a 
whole  planet 


One  example  of  our  cutting-edge  tech- 
nologies is  "EUP"  (for  Ebara  Obe 
Process),  a  system  we  developed  based 
on  our  expertise  in  fluidized-bed  gasifica- 
tion. EUP  gasifies  discarded  plastic  and 
other  high-calorie  wastes,  and  produces 
hydrogen,  ammonia,  reusable  metals  and 
other  by-products  that  can  be  used  to 
make  fertilizer,  construction  materials 
and  so  on.  Naturally,  the  system  also  pro- 
duces heat,  which  itself  can  be  recycled 


as  energy  to  help  power  the  system. 

Viewed  in  this  light,  EUP  is  a  dramatic 
leap  forward  from  the  many  kinds  of  tra- 
ditional incinerators  that  are  still  in  use 
worldwide.  Like  other  Ebara-designed 
systems,  it  goes  far  beyond  waste  man- 
agement, and  in  fact  creates  something 
closer  to  a  chemical  recycling  system  — 
we  like  to  think  of  it  as  a  chemical  plant 
without  smokestacks. 

Ebara  is  already  developing  a  broad- 
based  implementation  of  these  kinds  of 
systems  for  use  in  a  model  community. 
Our  hope  is  to  show  how  industrial,  agri- 
cultural and  residential  areas  can  all 
work  together  to  promote  the  sustainabil- 
ity  of  any  community  —  a  town,  a  nation 
or  a  whole  planet. 

After  decades  of  working  to  minimize 
the  impact  of  man-made  wastes,  Ebara 
Corporation  remains  at  the  cutting  edge 
of  R&D  to  build  a  sustainable  society 
and  to  protect  and  preserve  our  natural 
environment. 

www.ebara.co.jp 
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Turning  Waste  into  Profit 

Various  Materials  Yield  a  Variety  of  Uses 


Chemica!  Recycling  Via  Gasification 
(Basic  Flow  of  EUP  Process) 

Low-Temperature       High-Temperature 

Gasifier  Gasifier 

(600~800°C)      (1300~1500°c) 


Generated  Gas 
(CO  +  H2) 


tefuse  Derived 
uel 
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Scrubber 


Wastewater 

Treatment 

Facility 


"High  Efficiency  Generation 


Incombustibl 
(Reusable  Metals  S. 
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among  NGOs,  both  within  the  NGO  com- 
munity and  in  their  evolving  relationships 
with  business.  While  NGOs  need  to  con- 
tinue to  hold  businesses  accountable  for 
business  failures,  it  is  significant  that  both 
groups  see  the  potential  to  solve  difficult 
social  problems  through  collaboration. 

In  a  report  produced  by  SustainAbility 
in  partnership  with  the  United  Nations 
Environment  Programme  (UNEP)  and  the 
UN  Global  Compact  -  "The  21  st-Century 
NGO"  -  dramatic  changes  are  identified 


along  with  the  implications  to  business  their  focus,  the  20th-century  NGO 

organizations.  The  report  focused  on  sev-  lighted  problems  that  they  viewe| 

eral  areas  of  NGO  orientation  and  activi-*  symptoms  of  market  failures,  whe 

ty  and  noted  the  shift  between  "old"  and  the  "new"  NGO  will  focus  on  solutj 

"new"  NGOs.  ■  delivered  through  markets,  often 

Whereas    the    status    of    NGOs    in  he  aim  of  disrupting  markets  by  supl 

the  20th  century  was  primarily  as  "out-  ing    new   technologies   and    prodl 


siders"  challenging 
the  system  in  a 
mode  of  confronta- 
tion, the  "new" 
NGO  will  increas- 
ingly be  a  part  of 
the  system.  As  to 


In  activities  spanning 
the  Canon  Group,  we  are 

working  with  the  cooperation 
of  our  suppliers  to  manage 

materials  and  parts  under  a 
green  procurement  system. 

Canon  -  pnge  5 


that    alter    exis 
unsustainable 
tices.  As  to  strucl 
"old"  NGOs  usi 
started    smal 
grew  into  major  | 
tutions.    The 
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A  Conversation  with  MS.  HARUMI  SAKAMOTO 

Secretary-General 
The  2005  World  Exposition,  Aichi,  Japan 


Ms.  Sakamoto  with"Morizo"  and  "Kiccoio'.'the  official 
mascots  of  the  Expo  2005  Aichi,  Japan. 


The  2005  World  Expo  in  various  cutting-edge  environmental  technologies  will  be  e 

Aichi,  Japan,  holds  great  potential  for  bringing  environ-  ited  at  pavilions.  These  new  developments  will  be  a  guide) 

mental  issues  to  the  attention  of  the  world.  How  would  you  a  solution  and  a  meaningful  message  to  those  developing  c 

describe  the  progress  made  so  far,  and  what  will  visitors  tries  seeking  to  strike  a  balance  between  economic  growth) 

experience?  environmental  issues. 

The  theme  of  EXPO  2005  Aichi,  Japan  is  "Nature's  Wisdom." 

As  the  result  of  human  society  enjoying  free  reign  over  the  What  will  be  the  role  of  business  and  industry  at 

planet  for  many,  many  years,  we  have  reached  a  point  where  World  Expo? 

our  harmful  effects  on  the  environment  can  no  longer  be  Japan  aims  to  become  a  "science-creating  nation"  in  the 

ignored.  Having  entered  a  new  century,  we  need  to  re-evaluate  century  with  the  goal  to  produce  innovative  and  breakthrc 

how  we  treat  the  environment  and  focus  on  how  we  can  learn  technologies  that  support  sustainability  Already  being  d< 

from  the  wonderful  schemes  of  nature  in  our  pursuit  of  oped  in  the  industrial  world  is  a  new  type  of  "product  ml 

answers  to  help  solve  the  problems  facing  mankind.  The  EXPO  facturing"  where  harmonization  with  the  environment  is  rec 

will  officially  run  from  March  25,  2005,  until  September  25,  ed  as  a  new  business  opportunity.  We  place  our  hopes  on 

2005,  for  a  total  of  185  days.  EXPO  becoming  a  trigger  in  accelerating  these  industrial  a 

Over  a  hundred  nations  and  international  organizations  in  sup-  ities  and  helping  to  extend  them  throughout  the  world, 

port  of  this  concept  will  be  participating  in  the  EXPO  2005  Aichi,  I  believe  the  most  important  role  of  the  industrial  world 

Japan,  together  with  corporations,  institutions,  NPOs/NGOs  and  those  companies  that  will  be  at  the  EXPO  is  to  demonstral 

global  citizens.  This  broad  range  of  participants  will  go  a  long  the  public  -  and  especially  to  the  youngsters  of  the  next  < 

way  toward  bringing  global  attention  to  concerns  for  the  envi-  eration  -  a  bright  blueprint  of  how  industry  of  the  future 

ronment.  meet  our  material  needs  in  balance  with  the  needs  of  the  i 

Upon  visiting  the  EXPO  site,  visitors  are  certain  to  become  ronment.  It  should  be  shown  very 

aware  of  our  basic  policy  of  "harmonizing  with  nature"  and  clearly  -  with  hope  and  delight  - 

"consideration  for  the  environment'.'  New  types  of  cleaner  ener-  by  making  full  use  of  cutting-edge 

gies  will  be  used  on  site  and  new  transportation  systems  and  technologies. 
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Renewable  energy: 

The  TEPCO  Group  of  companies  is  one 
of  the  world's  major  developers  of  wind 
power  generation. 


irestation  and  nature  conservation: 
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Managing  forests  helps  nature  conservation  and  CO2  absorption 
—  TEPCO  Group  is  engaged  in  afforestation  both  in  Japan        so^ 
and  overseas.       ^1  ■5^*!?*\\* 


Efficient  use  of  limited  energy  resources: 

TEPCO  is  constantly  introducing  state-of-the-art  technologies, 
such  as  highly  efficient,  natural  gas-fired  Advanced  Combined 
Cycle  (ACC)  thermal  power  plants. 
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innovating  for  the  Environment: 

TEPCO's  R&D  endeavors  include  the  development  of  environmentally 


benign  technologies  such  as  an  award-winning, 
fluorocarbon-free  heat  pump  system 
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The  background  picture  represents  the  natural  beauty  of  Oze  marshland,  a  designated  Special  Natural 
Treasure  of  Japan,  70%  owned  by  TEPCO,  which  has  been  constructing  and  maintaining  about  20km  of 
wooden  boardwalks  to  preserve  its  invaluable  environment  from  being  trampled  down  by  hundreds  of  thou- 
sands of  tourists  visiting  this  a$a  each  year. 

TEPCO  GROUP  IS  PROMOTING  ENVIRONMENT  PROTECTION  THROUGH  ITS  BUSINESS 


www.  tepco.  co.jp/index-e.  html 


century  NGO  will  see  continued  growth,  primarily  on  public  contributions  motivat- 
but  will  invest  heavily  in  networks  and  ed  largely  by  public  anger  or  guilt.  The 
collaborative  initiatives  with  other  NGOs.  "new"  NGOs  will  aim  to  persuade  sup- 
For  funding,  the  20th-century  NGO  relied     porters  -  including  business  to  a  growing 

extent  -  that  they  represent  wise  invest- 
ments.   Regarding   the   worldview   of 


GROWTH  THROUGH 
ENVIRONMENTAL  EXCELLENCE 

Dr.  H.  Fisk  Johnson 

Chairman 
SC  Johnson 

Some  might  wonder  why  a  successful  consumer  products  company  would 
expend  so  much  energy  on  reducing  its  environmental  impact. 

For  my  family  and  our  company,  the  answer  is  simple:  We  have  proved  wrong 
the  old-fashioned  paradigm  that  restraining  progress  is  the  only  way  to  preserve 
the  planet.  In  fact,  we  have  consistently  proved  that  progress  is  an  enabler  that 
drives  improvements  for  both  the  environment  and  our  business. 

Sixty  years  ago  when  the  planet's  raw  materials  seemed  boundless,  my  grand- 
father went  to  Brazil  to  establish  a  renewable  source  of  wax  for  our  products  - 
and  we  became  a  market  leader  in  furniture  and  floor  care  products. 

Thirty  years  ago  when  scientists  first  began  raising  concerns  about  chlorofluo- 
rocarbons(CFCs),  rather  than  wait  for  a  government  mandate,  my  father  elimi- 
nated CFCs  from  our  aerosols,  and  we  were  way  ahead  of  competitors  with 
ozone-safe  consumer  preferred  products. 

Almost  15  years  ago,  when  "environmental  responsibility"  had  become  a  buzz- 
word, we  were  already  investing  in  eco-eff iciency.  We  found  ways  to  waste  less, 
recycle  more  and  at  the  same  time  save  $135  million  over  the  last  decade. 

We  are  continuing  this  legacy  today.  As  a  charter  member  of  the  Environmen- 
tal Protection  Agency's  Climate  Leaders  Initiative  to  reduce  greenhouse  gases, 
in  a  single  year  we  reduced  emissions  more  than  7%.  Continuing  this  effort,  we 
are  building  a  cogeneration  facility  to  produce  "green  energy"  for  our  largest  man- 
ufacturing plant.  The  greenhouse  gases  saved  through  this  cogen  project  will  be 
equivalent  to  keeping  3,200  cars  off  the  road  each  year.  And  we  are  very  excited 
about  our  Greenlist™  effort,  which  will  help  SC  Johnson  and  other  companies 
make  better,  more  informed  raw  material  choices. 

We  do  this  bee  ■  good  for  the  planet.  We  do  it  because  it  is  good  for  our 

business.  Most  of  all.  we  do  it  for  our  children.  SC  Johnson's  legacy  of  responsi- 
ble thinking  isn't  about  historic  steps  taken  60  years  ago,  or  even  about  the  excit- 
ing actions  we  are  taking  today.  It's  about 
continuing  to  ensure  tomorrow's  legacy,  I^jOhnSOfl 

A  Family  Company 


too  -  by  operating  in  a  way  that  protects 
our  planet  for  future  generations. 


NGOs  and  how  they  communicat 
their  stakeholders,  the  20th-centur^ 
leaned  toward  sound  bites  and  s:g 
issue  campaigns,  whereas  the  21  s| 
tury  NGO  agenda  will  be  multid 
sional.  Finally,  as  to  accountabilit 
"old"  NGO  tended  to  follow  the 
sure  practices  of  charitable  organiz 
but  the  21  st-  century  NGO  will  go  b 
compliance  in  using  disclosure, 
parency  and  accountability  as  str^ 
tools  to  increase  influence  and  imp 
"The  21st-century  NGO"  offers 
ness  additional  insight  into  the  trend 
will  impact  greatly  how  busines 
NGOs  cooperate  to  evolve  forms  o 
italism  fit  for  the  21  st  century.  NGO] 
play  an  increasingly  vital  role  in  de 
tic  and  democratizing  societies,  a 
challenges  they  address  continij 
grow.  Though  businesses  and  go 
ments  may  resist  NGO  advocacy,  thij 
an  increased  recognition  of  the  pot 
of  NGOs  in  developing  and  deplcl 
solutions.  Finally,  the  "NGO  marke 
changing  rapidly,  with  traditional  be 
aries  blurring,  requiring  NGOs  to  foci1 
branding  and  competitive  positioi 
adding  to  the  need  for  NGOs  to  re 
and  evolve  their  business  models.  Lfa 
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"Building  a  Sustainable  Future"  will  be  rerl\ 
ed  by  Ethical  Corporation  magazine,  pubfi' 
monthly,  which  covers  the  most  impoi 
issues  in  corporate  responsibility  and  su: 
ability.  Each  issue  is  packed  with  news,   ' 
analysis  and  leading-edge  commentary  f 
award-winning  journalists  and  experts.  Fi 
3-month  trials  and  other  valuable  informi 
are  available  at  www.ethicalcorporation.t 


tint 


"Building  a  Sustainable"  Future  was  n 
and  produced  by  Ken  Smalheiser,  pres 
and  editor-in-chief  of  World  Communic 
Works  (ksmalheiser(«>adelphia.net).  Gr 
design  by  Charles  Barrett,  Floodzone  C 
(charles  (dfloodzonedesign.  com). 
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Billionaire  Ernesto  Bertarelli 
is  trying  to  transform  the 

America's  Cup  from  a  money 
pit  into  a  lucrative  prize. 

BY  DANIEL  FISHER 


H  \RI  IER  THIS  YEAR  BII  I  iONAIRE  ERNESTO  BERTARELLI 
pulled  off  the  remarkable:  He  won  the  America's  Cup  on 
Hi  his  first  try,  with  a  team  based  in  landlocked  Switzerland. 
1  Now  he  wants  to  do  the  incredible:  Make  the  America's 
^B  Cup  pay. 

For  most  of  its  history,  the  152-year-old  yacht  race  has'been 
/thing  but  a  profit  center.  Snooty  traditionalists  banned  most 
ms  of  advertising  until  1988.  Since  then  a  variety  of  sponsors, 
hiding  Cadillac  and  Motorola,  have  poured  millions  of  dollars 
o  the  event  only  to  walk  away,  frustrated  by  disorganization, 
atic  television  coverage  and  the  constant  threat  that  the  boat 
y  back  won't  even  survive  the  semifinals  of  a  race  that  is  held 
ry  four  years  or  so. 

This  time  it  will  be  different.  As  a  sponsorship  vehicle,  Cup 
ing  already  has  big  advantages  over  many  sports:  Companies 
i  use  the  boats  as  floating  billboards — technology  and  team- 
rk  are  the  main  messages — but  they  can  also  take  customers 
i  employees  out  for  spins.  The  prestige  and  drama  of  the  event 
ke  for  good  television,  especially  with  new  digital  aids  that  help 
wers  understand  what  the  sailors  are  doing. 

When  the  next  Cup  match  is  held,  most  likely  in  2007  (the 
il  schedule  is  still  being  decided),  races  will  be  no  more  than 
)  hours  long,  the  better  to  appeal  to  attention-challenged  tele- 
on  viewers.  The  venue  will  be  a  European  city  chosen  for  steady 
ids  (the  five  finalists,  including  Lisbon  and  Marseilles,  have  a 
-year  record  of  at  least  90%  wind  reliability)  so  TV  coverage 


can  be  promoted  without  fear  of  canceled  races.  On  shore,  tourists 
will  be  drawn  to  a  yachting  center  styled  after  an  Olympic  Village, 
with  sponsors  and  the  host  government  paying  most  of  the  bills. 

Most  important,  all  the  details,  from  television  contracts  to  li- 
cense fees  for  America's  Cup  logo  T  shirts,  will  be  handled  by  AC 
Management,  a  company  Bertarelli  formed  to  manage  the  Cup. 
With  the  combination  of  Swiss  efficiency  and  entrepreneurial  cre- 
ativity that  drove  him  to  the  top  of  the  biotechnology  industry, 
Bertarelli  has  also  rammed  through  sweeping  rules  changes  de- 
signed to  make  it  easier  for  teams  to  buy  boats,  recruit  crews  and 
sell  sponsorships  to  finance  campaigns  that  can  cost  $100  million 
or  more. 

"There  have  been  enough  changes  to  produce  massive,  positive 
results,"  says  Russell  Coutts,  the  New  Zealand  skipper  whom 
Bertarelli  recruited  to  win  the  last  America's  Cup  for  his  Team  Al- 
inghi.  "The  returns  are  getting  better  for  sponsors." 

The  man  overseeing  this  sea  change  is  Michel  Bonnefous,  a 
school  chum  of  Bertarelli's  who  still  climbs  mountains  with  the  bil- 
lionaire and  skims  across  Lake  Geneva  on  his  powerful  40-foot 
catamaran  ("It's  a  mountain  of  sail,"  he  says,  with  a  touch  of  awe). 
Bertarelli  assigned  Bonnefous  to  study  a  complete  overhaul  of  the 
America's  Cup  last  year — long  before  anybody  knew  Team  Al- 
inghi  (the  name  is  meaningless)  would  emerge  as  the  winner. 

The  next  Cup  will  be  a  big  break  from  the  past,  when  the  rac- 
ing tended  to  be  overshadowed  by  vicious  infighting  among  chal- 
lengers and  defenders.  The  defending  team — for  132  years  the 
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New  York  Yacht  Club — tradi- 
tionally ran  the  final  two-boat 
Cup  race,  while  the  chal- 
lengers ran  the  elimination 
races  leading  up  to  it.  That 
was  a  prescription  for  chaos 
as  challengers  barraged  the 
defender  with  legal  and  rules 
challenges  and  each  side  tried 
to  best  the  other  for  money 
from  sponsorships  and  televi- 
sion deals. 

In  the  last  Cup,  for  exam- 
ple, both  ESPN  and  Outdoor 
Life  Network  thought  they 
were  negotiating  for  the 
whole  package.  But  ESPN 
ended  up  with  the  finals  and 
OLN  with  the  elimination 
races  known  as  the  Louis 
Vuitton  Cup — and  fans  were 
left  trying  to  figure  out  which 
channel  to  watch.  "We  basi- 
cally had  a  handshake  deal, 
and  then  in  the  two  weeks 
while  the  contract  was  being 
written  up  the  defender  syn- 
dicate broke  away,"  fumes 
Roger  Williams,  president 
of  OLN. 

The  key  difference  this 
time  is  an  unprecedented 
agreement  between  Bertarelli, 
chief  executive  of  Serono  S.A., 
the  Geneva-based  biotechnol- 
ogy company,  and  fellow  billionaire  Larry 
Ellison,  whose  Team  Oracle  is  the  so-called 
Challenger  of  Record.  Since  either  man  can 
write  a  check  for  the  $100  million  or  so  it 
can  take  to  float  an  America's  Cup  cam- 
paign, they  didn't  squabble  over  details  like 
how  to  handle  television  revenue. 

"Neither  of  them  has  to  run  the  event 
to  fund  their  own  program,"  says 
Thomas  Ehman,  Oracle's  rules  adviser 
and  a  Cup  participant  since  1980,  when 
he  was  a  rul<  s  adviser  for  the  New  York 
Yacht  Club  defense. 

The  resLili.  ii  will  be  more 

money  for  e\  Manage- 

ment handling  th  ibined  TV 

rights  this  time — andth  >n  au- 

dience much  bigger  th  mote  New 

Zealand — the  price  could  doul 
million  the  race  has  garnered  in  the  | 


Stepping  up  to  the  money: 
Michel  Bonnefous,  in 
charge  of  overhauling 
the  race,  with  Courts 
and  Bertarelli. 


Williams  says  OLN  drew  a  North  Amer- 
ican audience  of  100,000  to  150,000  homes 
for  the  Louis  Vuitton  Cup  last  winter,  ver- 
sus an  OLN  average  of  75,000  to  100,000. 
The  next  Cup  should  draw  North  Ameri- 
can audiences  of  300,000  to  500,000,  he 
says,  and  advertising  rates  of  $10,000  per 
30-second  spot.  Promoting  the  event  will 
be  easier  with  shorter  races  and  fewer 
weather  delays. 

And  by  moving  the  event  to  Europe 
and  playing  host  cities  off  against  one  an- 
other, Bertarelli  and  Bonnefous  have  vir- 
tually guaranteed  that  the  syndicates  will 
have  fancier  digs  for  entertaining  sponsors 
and  more  chances  to  raise  money  for  their 
campaigns. 

"New  Zealand  is  a  wonderful  place,  but 
it's  4  million  people  and  it's  12  hours  away 
from  any  major  market,"  says  Nicholas 


Masson,  the  former  heaJ 
global  marketing  and  sale! 
RJ  Reynolds  Internatic 
who  is  marketing  Team  j 
inghi  to  sponsors.  "Now 
million  people  will  be  win 
a  two-and-a-half-hour  flil 
It's  a  massive  opportunity! 
Organizers  plan  to  stj 
audience  and  sponsor  inj 
est  with  a  series  of  races 
the  off-years,  starting! 
September  2004.  Bertar| 
and  Ellison  also  agreec 
liberalize  the  rules  to  ml 
it  easier  for  challengers! 
get  into  the  game.  Tl| 
threw  out  restrictions 
crew-member  nationalitl 
and  a  rule  that  prohibil 
campaigns  from  selling  J 
gineering  and  performail 
data  along  with  their  <l 
hulls.  All  this  reduces  tl 
advantage     Ellison     a| 
Bertarelli  have   over  t| 
challengers,  but  the  billic 
aires  want  to  encoura 
their  friends  to  come  o 
and  play. 

Sponsors  so  far  see  t 
happy  with  the  changes.  / 
inghi  is  negotiating  to  renJ 
its  sponsorship  agreemenj 
which  expire  in  December,  il 
eluding  the  one  with  UBS,  estimated  to 
in  the  tens  of  millions  of  dollars.  BMW  a  I 
pears  committed  to  staying  with  Oracl 
which  projects  the  same  sort  of  high-teel 
high-competitiveness  image  of  the  afflue| 
males  who  buy  its  cars. 

"It's  a  sport  with  style,  and  it  brinl 
BMW  into  a  situation  where  it  can  w| 
one  of  the  most  prestigious  trophies 
sports,"  says  Thomas  Giuliani,  BMW's  c  i 
rector  of  marketing  communication! 
Giuliani  doesn't  seem  bothered  by  til 
fact  that  BMW  backed  a  loser  last  time- 1 
as  long  as  Oracle  BMW  survives  the  elinj 
inations  to  scud  across  TV  screens  in  til 
final  match.  Or  not,  as  in  the  last  Cu 
when  Team  Oracle  BMW  was  eliminate 
before  the  end.  This  time,  as  long  as  trl 
sponsors  get  plenty  of  television  tim-i 
losing  may  not  hurt  as  much.  J 
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f  JEER  WRANGLER  RUBICON 

ghtiest  Jeep  4x4  ever  |  Extreme  capability  |  Higti ground  clearance  |  Unlimited  freedom  |  jeep.com/mag 


ONLY  IN  A 


Jeep  is  a  iijjjjjstered  trademark  of  DaimlerChrysler  Corporation.  Traversing  deep  water  can  cause  damage, 
Which  void ^Bf  vehicle  warranty.  Consult  your  Owner's  Manual  and  always  off-road  responsibly  in  approved  areas. 
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The  Blur  of  Business 

Hate  road  trips?  DENNIS  PEUNO  travels  240  days  a  year— and  makes  the  most  of  it. 

BY  LEIGH  GALLAGHER 
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I  VERY  ENTREPRENEUR  HAS  TO  HIT 

the  road  sometime.  Dennis  L. 

I    Pelino,  55,  pounds  it  like  Buddy 

^^  Miles.  So  he  must:  His  freight- 

I  forwarding  company,  Stonepath 
up,  has  international  headquarters  in 
tie,  a  domestic  base  in  Minneapolis, 
keting  offices  in  New  York  and  divi- 


sions in  24  U.S.  cities  and  75  countries. 
Growth  at  this  two-year-old  public  com- 
pany depends  on  rapid  acquisition — 
almost.  50%  of  its  second-quarter  revenues 
of  $54  million  is  attributable  to  new 
deals — and  that  means  lots  of  face 
time  with  prospects.  "You  gotta  make  it 
personai,"  he  says. 


Pelino  took  it  personally  when  his 
board  ordered  him  grounded  in  the  spring, 
thanks  to  the  SARS  epidemic.  In  the  midst 
of  a  consolidation  in  the  global  logistics  in- 
dustry, he  was  due  to  go  on  a  three-week 
trip  to  Asia  to  close  deals  he  had  in  the 
works.  "I  was  ready  to  go,"  says  the  former 
marine.  "I  was  there."  A  temporary  setback 
for  someone  who  has  450,000  frequent- 
flier  miles  and  routinely  travels  20  days  of 
each  month.  His  secret:  sleeping  four  hours 
a  night,  carrying  four  cell  phones  and  three 
batteries.  Plus  the  classic  attributes  of  a  guy 
with  something  to  prove.  Growing  up  poor 
in  Pittsburgh,  Pelino  pulled  his  way  up  to 
the  number  two  slot  at  Fritz  Cos.,  a  San 
Francisco  freight  forwarder,  which  was  sold 
to  UPS  in  2001.  But  he  always  wanted  to 
run  his  own  show.  By  late  June  he  was  in 
the  saddle  again,  off  to  Tokyo,  Shanghai 
and  Singapore,  where  he  was  hoping  to 
buy  three  companies.  How  he  parceled  out 
his  time  during  a  frenetic  week: 

June  22-24:  Miami,  Detroit,  Tokyo 

Leaving  Miami  on  Sunday,  Pelino  stops  in 
Detroit  for  a  three-hour  layover  and 
lunches  with  his  Motown  manager  to  dis- 
cuss distributing  parts  to  Chrysler  dealers. 
Thirteen  hours  and  a  crossed  international 
dateline  later,  he  lands  in  Tokyo  with  just 
enough  time  to  shower  and  change  for  a 
dinner  with  investors  in  Xinhua  Financial 
Network,  a  Hong  Kong-based  outfit  on 
whose  board  he  sits;  he's  also  an  investor  in 
the  company.  (Pelino  met  its  U.S.  chief  ex- 
ecutive, Fredy  Bush,  in  1988  while  waiting 
for  a  flight  at  Taiwan's  Chiang  Kai-shek  In- 
ternational Airport.)  In  a  serene  garden 
amid  500-year-old  bonsai  trees,  the  group 
sits  on  mats  on  the  floor  and  over  sake  dis- 
cusses where  to  list  XFN's  public  offering. 
Pelino  heads  back  to  his  hotel  for  a 
9:30  p.m.  meeting  with  a  Japanese  logistics 
company  he  has  been  in  talks  with  for  sev- 
eral months.  While  the  liquor  flows,  con- 
versation with  executives  stays  formal,  even 
after  they  change  venues  to  a  club  in  the 
Ginza  district,  where  they  drink  until  mid- 
night. Pelino  stays  sober  enough  to  discern 
which  guy  makes  the  decisions — key  to 
their  picking  up  buyout  talks  the  next 
morning. 
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Globe-Trotter 

Running  a  company  that  moves  goods  around  the  world  from  108  different  offices,  Stonepath  Group's  chief  is  usually  travelini 
any  given  day.  His  rapid  expansion  necessitates  acquiring  freight-forwarding  firms  outside  the  U.S.  Below,  a  recent  itinerary. 


Miami 

Departs! 
June  Zl 


Jam  25:  Tokyo,  Shanghai 

Pelino  rises  at  4  a.m.,  after  two  hours  of 
sleep,  and  checks  his  e-mail.  At  eight  he 
breakfasts  with  his  hosts  of  the  night  be- 
fore, who  agree  to  talks  on  a  joint  venture, 
set  a  plan  to  exchange  financials  and 
arrange  to  meet  again  in  August.  After  three 
prior  deals  with  Japanese  companies, 
Pelino  has  learned  patience.  "It  takes  an  ex- 
traordinarily long  time,"  he  says.  "We're 
[still]  dating." 

By  noon  he's  on  a  plane  to  Shanghai  to 
visit  a  company  he  has  been  eyeing  for  four 
months — the  key  target  of  his  trip.  One  of 
China's  top  air  freight  companies,  it  moves 
1,500  tons  of  stuff  a  month  and  has  offices 
throughout  the  Middle  Kingdom.  It  also 
has  a  Class  A  freight-forwarding  license,  as 
close  to  unlimited  access  as  you  can  get. 
Over  a  three-hour  dinner  with  the  com- 
pany's three  owners — two  brothers  and  a 
in,  ^.11  in  their  30s — and  another  key 
executive,  Pelino  makes  his  pitch.  They  lis- 
ten, but  ieem  unmoved  At  the  end  of  the 
meal  they  teil  him  that  they  are  not  inter- 
ested in  sellir.L:  isn't  fazed.  "In  the 
Chinese  fasl  u  »n,  s,  "they  would 
never  let  then  i  town."  They 
invite  him  to  break  their  of- 
fices the  next  day 
June  26-27:  Shanghai 

At  7  a.m.  Pelino  shares  dim  s      i  w  ith  the 
trio,  and  they  bring  him  to 
where  he  meets  with  each  of  the  o  impany's 
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executives  individually  Pelino  takes  five  top 
managers  to  lunch  and  lays  out  how  he 
would  structure  a  deal:  He  pays  five  times 
earnings,  the  current  head  honchos  stay  in- 
tact and  Stonepath  handles  finance,  tech- 
nology and  marketing.  If  they  want  to  take 
the  talks  to  the  next  level,  he  says,  he'll  take 
them  to  dinner.  They  remain  noncommit- 
tal, and  he  returns  to  his  hotel.  At  3  p.m. 
the  chief  owner  calls — with  a  suggested 
spot  for  dinner. 

In  a  private  room  of  a  Shanghai  restau- 
rant, the  proprietors  reserve  the  seat  of 
honor,  farthest  from  and  facing  the  door, 
for  Pelino.  Over  12  courses  they  ask  ques- 
tions. What  about  their  salaries,  their  perks? 
Nothing  will  change,  he  assures  them.  Din- 
ner concluded,  still  no  deal.  Off  they  go  to 
a  karaoke  bar  to  test  their  vocal  cords  and 
capacity  for  rice  wine.  Pelino  shines  with 
four  renditions  of  Sinatra's  "My  Way."  At  3 
a.m.  one  of  the  owners  drops  him  off  at  his 
hotel.  But  no  dropping  off  to  sleep  just  yet: 
Pelino  signs  closing  papers  to  acquire  an 
outfit  in  Miami  and  faxes  them  to  his 
lawyers  in  Philadelphia. 

Next  morning,  at  8,  one  of  the  Chinese 
owners  phones  to  say  they  would  like  to 
progress  with  a  deal.  By  noon  Pelino  has  a 
letter  of  intent.  "I  knew  I  had  'em,"  he  says. 
June  28:  Pudong 

Pelino  joins  a  former  vice  mayor  in  this 
booming  business  district  of  Shanghai, 
seeking  guidance  on  how  to  land  contracts. 


June  29:  Shanghai,  Singapore 

Up  at  4  a.m.,  Pelino  is  on  the  horn  with 
porate  counsel  in  Philadelphia  The  Secu 
&  Exchange  Commission  is  asking  for  u 
mation  on  how  Stonepath  valued  intang 
for  three  of  its  acquisitions.  There  is  nr 
vestigation,  but  it's  an  annoying  distrac 
"It  is  painfully  expensive  to  be  a  small  pi 
company  in  the  U.S.  today,"  he  sighs. 

Pelino  barely  makes  his  fligh 
Singapore,  but  makes  the  most  of  it 
has  invited  the  owner  of  a  Hong  K 
firm  he  is  trying  to  acquire  to  share 
seat  next  to  him.  The  executive  wor 
about  price  and  what  will  happen  tc 
employees  in  the  consolidation.  Bu 
the  time  the  plane  lands,  there's  a  ha 
shake  agreement. 
July  I:  Singapore,  San  Francisco 
Compressing  three  days  of  meetings 
two,  Pelino  concludes  a  $3.7  million  i 
with  G-Link  Group,  a  Singapore  sea-fre 
forwarder.  "I'd  been  dancing  with  tr 
guys  for  over  a  year,"  he  says.  Now  he 
die  basis  for  a  key  regional  hub  in  Sot 
east  Asia — and  can  fly  home  a  day  earl 

Pelino  had  planned  to  host  the  hea< 
a  Sri  Lankan  logistics  firm  at  his  Cor 
Costa  County  (Calif.)  vineyard  over  i 
July  4th  weekend.  But  his  guest  decides  r 
rather  spend  it  alone  at  Pelino's  oceanfr 
condo  in  Miami.  A  rare  day  of  rest.  "I  h 
a  great  capacity  for  work,"  he  says.  B 
Pelino  frets,  "I  tire  people  out." 


WE  USED  TO  DO 

EVERYTHING 
EXCEPT  PAYROLL 


^> 


NOW,  WE  JUST  DO 
EVERYTHING. 


More  than  half  of  all  Fortune  500  companies  rely  on  Hewitt  Associates*  industry-leading 
thinking,  process,  and  technology  to  dependably  deliver  a  wide  variety  of  HR  services.  And 
now,  Hewitt  is  applying  the  same  high  standards  to  payroll  services.  "Which  means  when  it 
comes  to  maximizing  your  organixation's  talent  investment,  there's  one  company  you  can 
count  on  for,  well,  everything.  For  mofft  information,  visit  our  Web  site  at  www.hewitt.com. 
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Music  Man 

The  instrument-rental  business  looks  easy. 
BILL  EVERITT  can  tell  you  why  it's  not. 


ii 


T 


BY  DANIEL  FISHER 

I  HE  SCRATCHY  VIOLINS  AND  FLATULENT  TUBAS  OF  STUDENT 

orchestras  are  torment  for  parents.  But  they're  a  serenade 

to  the  ears  of  William  (Bill)  Everitt,  52.  Everitt  runs  Dallas- 
based  Brook  Mays  Music,  a  retail  chain  with  56  stores  in  eight 
states.  Over  the  past  few  years  he's  assembled  a  $50  million  port- 
folk)  of  1 40,000  rental  instruments,  probably  the  nation's  largest 
student  rental  poo!  (statistics  are  scarce  in  this  largely  family- 
owned  industry).  I  iei  it's  not  a  bad  business.  Parents  pay 
about  $30  a  m<  tit!  renl  vvhile  their  kids  decide  between  the 
French  horn  and  ■  t.  So  the  average  instrument's  $400 
wholesale  price  is  I  the  second  year,  but  it  stays  on  the 
rent  roll  for  more  lil  >.  If  the  student  goes  on  to  buy  a 

horn  (up  to  $1,200  r<  mch  the  better.  An  even  bigger      vice  president  at  Mars  Music.  Next  year  "will  be  our  breako 

payday  comes  when  Mom  i  0,000  for  a  piano.  year,"  Everitt  asserts.  With  Mars  dead  and  Guitar  Cent 

But  it's  not  easy  to  succeed  in  thi  ■  business.  Anybody  can  buy      struggling  to  figure  out  the  rental  business,  he's  probably  n 
a  satchelful  of  instruments  and        to  rent  '1  lem  to  schoolchild-      just  blowing  wind. 


ren.  It  takes  an  army  of  agents — known  in  the  trade 
reps — to  schmooze  band  directors,  orchestra  leaders 
private  music  teachers  to  garner  the  recommenda 
that  students  usually  follow.  Brook  Mays  spends  $500,( 
year  just  on  fancy  music  folders  to  send  home  witl 
kids.  "The  band  director/music  store/student  relatior! 
is  the  same  as  the  doctor/pharmacist/patient  relations. 
Everitt  says.  Most  school  districts  require  a  choice 
least  three  rental  firms,  he  says,  "but  they  can't  stoj 
band  director  from  saying,  'In  my  opinion  . 

Former  Office  Depot  president  Mark  Begelman 
covered  this  barrier  when  he  blew  millions  of  buck 
Mars  Music,  a  chain  of  would-be  superstores.  Mars  so 
types  of  instruments  in  its  cavernous  stores  and  also  t, 
to  crack  the  rental  market.  But  without  ed  reps  working 
schools,  providing  everything  from  spare  clarinet  reec 
quick  repairs  on  dented  sousaphones,  it  flopped.  ^ 
went  bankrupt  last  year,  and  Brook  Mays  bought  1 1,0C 
its  rental  instruments  in  liquidation.  Publicly  traded  Gi 
Center,  with  2002  sales  of  $1.1  billion,  is  also  having  ti 
ble — with  American  Music  Group,  a  sales  and  rental  b 
ness  it  bought  in  2001. 

Brook  Mays  has  its  own  challenges.  Founded  in  1 
as  a  piano  store  in  Dallas,  the  firm  was  purchasec 
Everitt's  father,  a  former  band  director,  in  the  early  19 
Everitt  joined  the  three-store  chain  in  1969,  while  he  j 
still  a  student  at  Southern  Methodist  University.  ! 
expanded  into  Houston  in  1982  by  acquiring  the  five-si 
H&H  Music  chain. 

Then  in  1997  Mars  reared  its  head.  "I'm  looking  at  tl 

30,000-square-foot  stores,  and  the  number  two  store 

going  to  be  in  Dallas,"  says  Everitt,  whose  stores  aver 

just  9,000  square  feet.  "How  was  I  going  to  compete?" 

One  way  was  to  expand,  but  that  entailed  big  rii 

Brook  Mays,  with  $155  million  in  sales  last  year,  booke 

9%  operating  margin  (net  before  interest,  depreciation  i 

taxes).  Too  much  debt  could  easily  tip  it  into  bankrupt 

But  Everitt  feared  a  similar  fate  if  he  didn't  move  into  n 

markets.  Splitting  with  his  father,  who  kept  four  stores  in  the  F 

Worth  area,  Everitt  recruited  Wellspring  Capital  to  invest  j 

million  in  2000  for  a  controlling  interest  in  Brook  Mays.  He  b 

rowed  another  $40  million  from  lenders,  including  GE  Capi 

Then  he  bought  similar  chains  in  North  Carolina,  Missouri  a 

Pennsylvania,  and  stocked  the  rental  pool  with  new  instrumer 

Now  Everitt  has  to  figure  out  what  to  do  with  the  coi 

pany  he  has  built.  The  expansion  "came  to  a  screeching  ha 

last  year,  he  says,  after  his  chief  operating  officer  was  forced 

step  down  because  of  illness.  Brook  Mays  recruited  two  ret 

veterans  to  replace  him:  James  Tener,  former  chief  operati 

officer  of  the  Sports  Authority;  and  Charles  Harkey,  form 
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rhe  waggly  bee  dance  and 
the  responsive  enterprise. 


Can  you  see  it? 


Ming  Tsai,  business  strategist,  retail  industry 


Upon  arriving  back  at  the  hive,  a  bee  with  pollen-coated  legs  does  a  waggly 
dance  for  her  fellow  bees.  The  thorax  motions  are  actually  a  map  drawn  in 
the  air,  entomologists  have  suggested,  indicating  both  the  direction  and  the 
distance  of  the  pollen  source. 

This  is  the  kind  of  "sense-and-respond"  behavior  that  defines  on  demand 
business  —  the  kind  that  most  companies  can  only  dream  about. 

A  sense-and-respond  retail  environment,  for  instance,  would  know  every  time 
its  best  customers  entered  the  store.  It  would  be  able  to  respond  to  what  each 
valued  customer  was  shopping  for  that  day  and  suggest  appropriate  cross- 
sells  and  up-sells.  Products  would  be  in  stock,  promotions  would  be  relevant, 
sales  associates  would  be  experts,  checkout  would  be  instantaneous. 

This  is  on  demand  business,  waggling  to  show  you  where  the  money  is. 


Dn  demand  business 

starts  with  on  demand  thinking. 


Real  people  with  real  insights  and  the  resources  to  deliver  on  them.  Partners, 
listeners,  problem  solvers.  Doers.  People  to  help  you  evolve  your  thinking, 
your  business  and  your  culture.  It  won't  happen  overnight.  It  will,  however, 
create  real  change  in  your  company.  On  demand  business.  Get  there  with 
on  demand  people.  Please  call  800  IBM  7080  (ask  for  thinking)  or  visit 
ibm.com/services/thinking 


3M  logo  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©2003  IBM  Corp.  All  rights  reserved. 
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Funds 
You 
hould 
Own 


The  array  of  mutual  funds  is,  in  number,  like  the  stars  in  the 
heavens.  But  only  some  of  these  8,300  portfolios  are  truly 
stellar,  combining  good  performance  and  parsimonious  fees. 
Among  the  vast  universe  of  actively  managed  funds,  we  have 
chosen  three  that  you  should  own.  One  was  culled  from  do- 
mestic stock  funds  (Mairs  &  Power  Growth),  a  second  from 
foreign  equity  (Harbor  International),  a  third  from  bonds 
(TIAA-CREF  Bond  Plus).  Sure,  other  funds  may  return  a  bit 
more  or  cost  a  bit  less.  We're  saying  that  this  threesome,  rep- 
resenting key  categories,  should  do  very  well  long  term. 

The  trio,  all  on  our  Best  Buys  list  and  one  of  them  on  our 
Honor  Roll,  rates  at  least  one  FORBES  A  for  performance  (in 
up  or  down  markets),  with  the  other  grade  at  least  a  C.  And 
their  fees  are  appreciably  less  than  their  category's  average. 
Plus,  we  also  weigh  the  intangibles  of  their  managers'  savvy, 
pluck  and  stamina. 

Certainly,  you  also  should  hold  good,  cheap  index 
funds  that  cover  U.S.  and  foreign  stocks,  and  thus  track 
whole  markets.  The  Vanguard  Total  Stock  Market  Index  is 
among  our  Best  Buys.  Fidelity  Spartan  International 
Index,  which  follows  the  Morgan  Stanley  Capital  Interna- 
tional EAFE  index  (that's  Europe,  Australasia  and  the  Far 
East),  is  another  sound  bet.  F 
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Rational  Exuberanc 


Mairs  &  Power  Growth  gets  good 
brands— and  for  cheap. 

BY  JAMES  M.  CLASH 

The  numbers  put  up  by  the  Mairs  &  Power 
Growth  fund  are  the  stuff  of  dreams.  Over  the 
past  ten  years  this  fund  has  returned  an  average 
16.1%  annually,  a  head-turning  6  percentage 
points  better  than  the  S&P  500.  This  year  it  is  up 
11%,  slightly  behind  the  S&P. 

And  Mairs  &  Power  Growth  does  well  in  both  up  and 
down  markets.  During  the  market's  recent  unpleasant- 
ness, the  $1.1  billion  (assets)  fund  recorded  two  positive 
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its — 2000,  up  26%,  and  2001,  up  6% — and  only  dipped  into 
gative  territory  in  2002,  down  8%,  its  only  losing  year  since 
:  1587  crash. 

Small  wonder  the  fund  is  a  stalwart  of  our  Honor  Roll,  now 
iking  its  fourth  consecutive  appearance  on  that  august  list 
e  p.  162),  as  well  as  being  a  perennial  on  our  Best  Buy  roster 

171).  We  give  it  an  A  in  down  markets  and  a  C  in  up  ones. 

Its  low  expense  of  78  cents  per  $100  is  another  laudable 
iture.  Like  creeping  rust,  expenses  eat  away  at  returns,  pres- 
t  and  future.  Run  from  rented  office  space  in  St.  Paul, 
inn.,  the  fund  is  fanatical  about  thrift:  It  does  its  own  trad- 
b,  runs  no  ads  and  invests  mainly  in  midwestern  compa- 

s  a  short  drive  away. 

Finally,  there's  a  long-tenured  manager  to  go. with  the  fine 
lg-term  performance  record.  George  Mairs,  75,  has  run  the 
id  for  23  years.  A  Jimmy  Stewart  sound-alike  with  a  matching 
•nestness,  Mairs,  in  1952  after  an  Army  stint,  joined  the  firm 

father  had  founded  two  decades  earlier. 


"Growth"  is  a  misnomer  for  the  fund;  its 
portfolio  trades  at  17  times  12-month  trail- 
ing earnings,  far  less  than  the  S&P's  27.  Fund- 
rater  Morningstar  puts  it  in  the  "blend"  class 
(between  value  and  growth).  It's  concen- 
trated, with  just  36  holdings,  and  full  of 
branded  companies  leading  their  indus- 
tries— those  with  pricing  power  like  drug- 
maker  Pfizer  and  lawn  mower  producer 
Toro,  which  also  sell  at  attractive  valuations. 
Mairs  won't  buy  volatile,  commodity-based 
sectors  like  energy  or  metals.  Tech?  Accord- 
ing to  Morningstar,  that  makes  up  only  3% 
of  the  fund. 

The  Midwest  connection  is  very  appar- 
ent with  Mairs'  holdings.  His  last  two  pur- 
chases, in  the  spring,  were  both  smallish 
Minnesota  companies.  Biotech  firm  Techne 
is  a  world  leader  in  supplying  proteins,  the 
building  blocks  of  drugs,  to  the  pharmaceu- 
tical industry.  After  watching  the  stock  for 
four  years  trade  as  high  as  $74,  Mairs  finally 
bought  in  at  $19;  it's  now  up  to  $35. 

The  other  local  newbie,  International 
Multifoods,  is  an  issue  Mairs  previously  had 
avoided  because  the  food  outfit  lacked  an 
arsenal  of  name  brands.  That  has  changed, 
and  so  has  Mairs'  reluctance.  Driven  by 
management  plucked  from  Kellogg,  the 
company  has  acquired  valuable  Pillsbury 
products,  including  Hungry  Jack  pancake 
mix  and  the  signature  cake  and  frosting 
lines.  Just  as  important:  International  Multi- 
foods  grabbed  the  right  to  use  the  Pillsbury 
Doughboy  in  its  ads.  Mairs  snapped  up  the 
stock  at  $19.  The  price  today  is  $25. 

Given  the  fund's  average  portfolio  turnover  of  just  5%, 
those  two  stocks  represent  more  new  positions  than  Mairs 
usually  buys  in  a  year.  In  fact,  his  three  biggest  holdings,  at 
roughly  5%  each — retailer  Target,  medical-device  maker 
Medtronic  and  Wells  Fargo  bank — have  been  in  the  fund  for 
three  decades. 

For  all  its  consistency  Mairs  &  Power  confesses  to  a  big 
change  coming.  Mairs  plans  to  retire  before  his  76th  birthday  in 
June,  although  he  will  stay  on  as  an  adviser.  He  will  hand  over 
the  spreadsheets  to  William  Frels,  63,  who  has  been  Mairs' 
understudy  for  1 1  years.  Frels  is  a  Mairs  clone  in  investment  phi- 
losophy. And  if  anything,  Frels  is  even  more  frugal. 

A  few  years  ago  Frels  balked  at  plans  to  bring  in  a  bottled- 
water  cooler,  which  would  add  a  few  dollars  a  day  to  costs. 
Mairs  overruled  him  and  the  spendthrifts  in  the  office  got 
their  water  cooler.  Not  much  else  has  changed  at  Mairs  & 
Power.  F 
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Fund  Survey    TIAA-CREF 


The  Bond  Bunch 


While  safety  is  first  at  TIAA-CREF  Bond  Plus,  the 
fund  nonetheless  spices  up  returns  with  some 
smart  bets.  It  helps  that  costs  are  way  low. 


BY  DANIEL  KRUGER 


Bonds  lack  the  turbocharged 
appreciation  potential  of 
stocks.  So  for  bond-fund 
investors,  expense  ratios  are 
even  more  noticeable.  At  TIAA- 
CREF  Bond  Plus  Fund,  they  know  that  in 
their  bones.  A  not-for-profit  group  set  up 
to  invest  teachers'  pension  money,  TIAA- 
CREF  has  run  mutual  funds  for  the  public 
since  1997,  when  Bond  Plus  started. 

Bond  Plus  charges  a  mere  30  cents  per 
$100  invested,  compared  with  the  average 
bond  fund's  $1.15.  Sharing  the  parent 
organization's  legion  of  credit  analysts 
helps  keep  expenses  low.  Investors  are 
well  served:  Bond  Plus,  without  extrava- 
gant costs,  makes  shrewd  and  contrarian 
trades  that  build  steady  returns — without 
wild  moves  into  risky  securities. 

"Funds  that  are  the  most  expensive 
feel  the  greatest  need  to  take  big  bets  to 
make  up  for  those  expenses,"  says  Bradley 
Sweeney,  a  Morningstar  senior  analyst. 
"This  is  an  example  of  a  fund  that  doesn't 
need  to  do  that." 

FORBES  gives  this  fund  an  A  rating  in 
bull  markets  and  a  C  when  markets  take 
an  ursine  turn.  (Our  down-market  As 
generally  go  to  short-term  bond  funds, 
which  of  course  lag  in  bull  markets.) 
Over  the  past  five  years  Bond  Plus  has 
produced  a  6.8%  annual  return,  a  tad  bet- 
ter than  that  of  its  benchmark,  the 
Lehman  Aggregate  Index,  and  a  near-per- 
fect match  to  the  return  of  the  celebrated 
Pimco  Total  Return.  Managed  by  William 
Gross,  the  Pimco  fund  has  $72  billion  in 
assets,  to  Bond  Plus'  $4 1  i  million. 

Gross  is  one  of  the  b  'si  bond  man- 
agers out  there,  but  there's  i  ;on  why  a 
smart  investor  would  prefe;  E  v !  Plus  to 
the  Pimco  offering.  Pinu>  -,cs  on 

investors  an  annual  cost  bin  n  three 
times  that  of  Bond  Plus;  it  also  s  them 
with  a  sales  commission  up       4.5%. 


While  it's  true  that  the  return  numbers 
we  just  quoted  are  after  expenses,  it's  a 
mistake  to  look  only  at  the  bottom  line 
and  ignore  the  expense  ratio.  The  Pimco 
fund's  outperformance  (before  expenses) 
may  or  may  not  last;  its  expense  burden  is 
sure  to  do  so. 

Bond  Plus  parks  a  pretty  consistent 
one-third  of  assets  in  mortgage-backed 
bonds.  Another  16%  may  be  in  Treasury 
bonds.  The  rest  is  in  high-grade  corporate 
debt  salted  with  the  occasional  high-yield 
issue.  About  60%  of  the  portfolio  is  held 
for  the  long  term  (Bond  Plus  tends  to 
unload  a  bond  when  it's  only  a  year  away 
from  maturity),  while  the  other  40%  is 
traded  briskly.  Nevertheless,  the  fund's 
trading  costs  are  low,  even  by  institutional 
standards.  The  reason:  Bond  Plus'  home 
within  $286  billion  (assets)  TIAA-CREF 
gives  traders  on  the  other  side  of  the 
phone  ample  incentive  to  keep  pricing 
attractive.  "We,  as  an  institution,  have  a 
lot  of  clout,"  says  Elizabeth  (Lisa)  Black, 
Bond  Plus'  manager. 

An  interesting  thing  about  Bond  Plus 
is  how  Black  makes  careful  forays  into 
seemingly  dangerous  turf,  dabbling  in 
less-than-sterling  credits  that  she  feels  are 
unfairly  slammed,  like  AOL  Time  Warner 
and  Sprint.  This  winter  bonds  of  Ford 
Motor  offered  a  gaping  3.3-percentage- 
point  yield  spread  over  comparable  Trea- 
surys.  Black  bought  the  Ford  bonds  and 
rode  them  like  a  beaten-up  junker.  The 
bonds  have  narrowed  to  2.5  percentage 
points  over  Treasurys.  She'll  sell  them 
when  the  time  is  right. 

Bond  Plus  also  is  adept  at  exploiting 
sometimes  obscure  corners  of  the  fixed- 
income  world.  Consider  the  fund's  moves 
into  mortgages,  where  rates  until  recently 
had  been  racing  down.  That  meant 
refinancings  by  homeowners,  which  may 
result  in  premature  termination  of  high- 


coupon  mortgage-backed  securities 

But  Black  found  a  way  around  t 
problem.  At  the  recommendation  of  F 
Knepple,  the  fund's  mortgage-back 
securities  trader,  she  opted  for  packa 
including  Alt-A  mortgages,  whose  vir 
is  that  they  seldom  are  refinanced.  Th 
because  these  home  loans  are  given  to 
self-employed,  who,  typically  lack) 
records  like  payroll  stubs  and  W-2  for: 
seldom  attempt  the  refi  hassle. 

Black  doesn't  see  her  job  as  makl 
big  bets  on  swings  in  interest  rates.  I 
with  small  adjustments  to  the  portfo] 
she  does  try  to  exploit  rate  fluctuations 
reaction  to  inflation  patterns,  real  a 
perceived.  As  the  economic  slump  beg] 
in  2000  and  inflation  fears  ebbed,  Bl 
and  Paul  Zhao,  the  trader  who  overst 
the  Treasury  part  of  Bond  Plus,  spotted 
opportunity  in  Treasury  inflation-pr 
tected  securities,  which  pay  a  base  yii 
plus  a  cost-of-living  increment. 

With  inflation  ebbing,  the  increme 
was  going  down  and  investors  want 
more  in  base  yield  for  TIPS.  Translatic 
TIPS  prices  were  depressed.  Black  ai 
Zhao  began  trading  out  of  conventior 
Treasurys  and  into  the  cheap  TIPS,  un 
these  made  up  1 8%  of  Bond  Plus  by  ye 
end  2002. 

Black  and  traders  Zhao,  Knepple  ai 
Richard  Cheng  (who  covers  the  corp 
rate  market)  then  began  to  worry  abo 
the  possibility  of  deflation,  which  wou 
cause  the  redemption  value  of  TIPS 
decline.  But  the  money  managers  pe 
suaded  themselves  that  trends  we 
pointed  in  the  opposite  direction.  Fii 
was  President  Bush's  repeated  attemp 
to  goose  the  economy  by  cutting  tax 
Then  there  was  the  defense  buildup  a: 
the  $400-per-child  credit  the  Treasu 
Department  is  currendy  mailing  to  elij 
ble  families.  The  Federal  Reserve's  ra 
cuts  would  likely  steam  things  up  furtfu  I 

Inflation  hasn't  yet  reappeared,  b 
Wall  Street's  perceptions  surely  ha'ir 
changed.  Now  most  investors,  sensing  li 
recovery  and  a  risk  of  inflation,  a  j: 
rushing  into  TIPS  for  protection,  pusl 
ing  down  that  base  yield  and  pushirje 
up  prices.  As  this  was  happening,  tl 
TIAA-CREF  fund  was  selling.  The  infl; 
tion-shielding  bonds  have  been  sold  o) 
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Lisa  Black  and  her  bend 
crew  are  adept  at  divining 
rate  movements. 


the  fund  typically  does  in  the  spring. 

Bond  investing  involves  both  decid- 
;  what  kind  of  issues  to  trade  and  also 

what  maturity.  Black  rarely  moves 

fund's  duration — which  measures 
isitivity  to  rate  moves — by  altering 

mix  of  maturities.  Yet  now  that  rates 
/e  been  rising  (the  10-year  Treasury 
Ids  1.35  points  more  than  in  June, 
d  home  loan  rates  have  jumped, 
well),  she  has  had  to  make  adjust- 
nts.  Black  has  reduced  the  weighting 


in  30-year  mortgage-backeds,  moving 
into  the  15-year  part  of  the  home-loan 
yield  curve. 

Lately  other  investors  have  been  wor- 
ried about  the  low  absolute  yield  offered 
by  Treasurys,  spurring  demand  for  higher- 
yielding  corporate  bonds.  Black  has  been 
putting  money  into  that  segment  of  the 
market  since  the  start  of  the  year  and  has 
benefited  from  jumping  in  with  both  feet. 
Mortgage-backed  paper  is  also  attractively 
priced  after  the  recent  selloff. 


Black  is  the  first  to  admit  that  rate 
forecasting  is  far  from  an  exact  science, 
wedded  as  it  is  to  economic  statistics  that 
are  hardly  consistent.  For  instance,  should 
the  growth  in  the  gross  domestic  product 
for  2003's  second  half  come  in  below  the 
4%  that  Black  thinks  the  securities  mar- 
kets have  priced  in,  rates  will  cease  their 
upward  march  and  bonds  will  benefit.  If 
that  happens,  and  you  and  other  investors 
dive  back  into  bonds,  Bond  Plus  will  be 
all  too  happy  to  sell  to  you.  F 
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Fund  Survey    Harbor  International 


International 


Worldly  Wise 


Harbor  International  has  prospered 
for  years  through  global  turmoil. 


BY  MICHAEL  MAIELLO 


Hakan  Castegren  has  seen  it  all  since  he  launched  Har- 
bor International  Fund  in  1987:  the  Soviet  Union's 
collapse,  the  eclipse  of  Japan,  the  Asian  financial  cri- 
sis, the  rise  of  the  European  Union.  Throughout  this 
turbulent  time,  the  fund  manager  has  nimbly  moved 
his  portfolio  into  and  out  of  stocks  worldwide,  making  smart 
contrarian  bets. 

The  $4.6  billion  fund  scores  an  A  from  us  in  both  up  and 
down  markets.  In  the  past  ten  years,  it  has  racked  up  an  annual 
9.8%  return.  That  is  not  quite  even  with  the  S&P  500,  but  widely 
beats  EAFE's  2.7%.  Harbor  International  has  gained  a  respectable 
10.5%  annually  since  incep- 
tion and  thus  far  in  2003  has 
turned  in  a  nice  19%. 

The  Harbor  fund  has  done 
all  this  while  charging  just 
$1.32  per  $100,  a  good  bit 
below  the  $1.73  average  for 
international  funds. 

"Harbor"    sounds    cos- 
mopolitan  enough — would 
that  be  on  the  Thames,  per- 
haps, or  Tokyo  Bay?  Well,  no.  It 
turns  out  that  the  fund's  parent  is  in 
Toledo,  Ohio,  and  the  harbor  in 
question   is   on   Lake   Erie.   But 
Swedish-born    Castegren    is    in 
Bermuda  and  research  chief  James 
LaTorre  is  in  Boston. 

Castegren,  69,  began  his  career 
as  an  analyst  in  Europe,  and  then 
came  to  the  U.S.  in  the  1970s  to 
manage  money  for  the  Wallenberg 
Group  and  later  for  Lazard  Freres. 
After  tiring  of  commuting  and 
urban  life,  he  moved  from  Boston 
to  Bermuda  a  decade  ago.  I  aTorre, 
43,  a  Merrill  Lynch  analyst  in  the 
1980s,  was  hired  to  do  Harbor's  i  -search  in  1992.  Both  men 
now  head  their  own  firm.-,  t'C.isicgren,  Northern  Cross; 
LaTorre,  Summit  International  Harbor  pays  to  run  its 

main  foreign  fund.  The  two  men  meet  twice  a  year  but  are  in 
daily  contact. 

Harbor  International  has  been  through  a  lot  of  iterations 
over  the  years.  From  1996  to  2002  the  fund  was  closed  to  new 
investors,  but  a  knockoflj  called  Harbor  International  II,  was  cre- 


ated for  new  investors — and  managed  by  LaTorre.  Then  last 
the  two  funds  were  merged,  with  separate  share  classes  for  i; 
tutions  and  individuals.  Some  things  don't  change,  like 
fund's  adherence  to  large  stocks  (average  market  cap:  $17.7 
lion)  and  to  value  (the  portfolio's  average  stock  trades  at  a  f; 
low  22  times  trailing  earnings). 

These  days,  the  fund  is  riding  the  still-strong  (despi 
recent  pullback)  euro  and  is  63%  invested  in  European  sto 
such  as  Swiss  drugmaker  Novartis  and  Italian  bank  Ba 
Intesa.  Castegren  and  LaTorre  have  avoided  the  expensive  p 
tice  of  hedging  for  currency  risk,  which  used  to  mean  agair 
strong  dollar.  They  are  reaping  the  benefits  of  that  tactic  r. 
"The  strong  dollar  used  to  handicap  our  fund,"  says  LaTo 
who  expects  the  dollar's  current  recovery  won't  be  str 
enough  to  let  it  overtake  the  euro  any  time  soon. 

LaTorre  looks  for  stocks  in  companies  that  control  sigr 
cant  portions  of  market  share  in  industries  that  aren't  ea 
joined  by  competitors.  One  example  is  Eurotunnel,  which  sei 
as  an  underwater  train  route  between  England  and  France.  E 
ing  restructured  its  way  out  of  a  financial  bind,  Eurotunnel  c 
need  worry  about  ferries  and  airplanes,  which  offer  slower  ( 
ries)  and  more  tedious  (both)  passages. 

In  Asia,  the  fund  has  Chinese  oil  outfits,  because  the  gove 


I 
I 


ment  ensures  they  have  few  rivals.  Then  there's  long-moribui 
Japan,  which  many  investors  treat  like  three-day-old  sushi.  It 
home  to  Harbor's  second-largest  holding,  Canon.  LaTorre  see; 
big  future  for  digital  cameras  and  likes  the  fact  that  Cam 
makes  photo-quality  printers  and  sells  the  ink  to  run  them. 

Portfolio  theorists  will  tell  you  that  you  should  have  10% 
30%  of  your  stock  portfolio  abroad.  This  fund  is  one  good  w; 
to  reach  beyond  our  borders. 
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rHERE  ARE  103  GOOD  REASONS 
ro  INVEST  IN  QQQ. 

rHE  FIRST  100  ARE  LISTED 
It)  THE  RIGHT. 
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ie  NASDAQ  100  Index  Tracking  Stocks"|wmbol:  QQQ)  not  only  represents  ownership  in  100  of  the  world's  most  dynamic  and 
■- ward-thinking  companies,  it  also  provides  investors  with  instant  diversification,  a  wide  range  of  trading  options  and  liquidity. 

vtRSfflCATION:  QQQ"  is  a  smart  and  simple  way  to  diversify  your  portfolio.  With  a  single  transaction,  you  can  invest  in  NASDAQ's  100  leading 
3ii-hnancial  companies.  These  companies  represent  a  wide  range  of  industries  that  include  manufacturing,  retail,  telecommunications, 
edia  and  technology. 

FADING  OPTIONS:  While  QQQ  works  like  an  index  fund,  it  trades  just  like  a  stock.  Which  means  you  can  buy  and  sell  it  anytime,  use  limit 
ders,  stop-limit  orders,  even  margin  it. 

QUIDITY:  If  you  are  seeking  liquidity,  then  you  should  consider  QQQ.  Not  only  does  QQQ  have  a  higher  daily  share-volume  than  any  other 
(change-traded  fund,  it  is  also  one  of  the  most  widely  traded  equities  in  the  world. 

^versification.  Trading  options.  Liquidity.  These  are  just  a  few  of  the  reasons  why  so  many  individual  and  institutional  investors  have 
ade  QQQ  a  part  of  their  portfolios.  It's  time  you  consider  making  it  a  part  of  yours,    mm  m  mm  mm  m.  AMJMflH|@ 


NASDAqqq 


For  more  information, 


including  charges, 
expenses  and 
potential  risks,  obtain 
a  prospectus  from 
your  broker,  or  call 

888.627.3837 


or  visit  us  online  at 


NASDAQ-100.com. 
Read  it  carefully 
before  you  invest. 


I  principal  value  will  fluctu 


deemed  or  sold,  may  be  worth  more  or  less  than  the  original  cost. 


.PS  Distributors,  Inc.  a  registered  brokewiealer,  is  dis 


e  or  any  data  included  therein. 

NASDAQ-100  In                 sed  and  calculated  by  NAS1W 
t  to  NASDAQ-t 

£  2003  The  NasdaqStock  Market.  Inc.  All  fiiqhts  Reserv 
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Survey 


Steady  Performers 


The  Honor  Roll 

You  get  good  results  from  these  funds  without  getting  white  knuckles  in  bear  markets 


po 

Jill 

Jot 


p 
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BY  WILLIAM  HEUSLEIN 


Funds  that  earn  a  place  of  distinction  on  the  Forbes  Honor 
Roll  are  like  those  Thoroughbreds  that  can  run  as  well  on 
fast  tracks  as  on  sloppy  ones.  Inevitably  when  investing  for 
the  long  haul,  you're  going  to  experience  both  bull  and  bear 
markets.  Odds  are  that  you'll  be  better  off  wagering  on  the 
funds  (and  the  managers)  who've  proven  themselves  in  all 
kinds  of  weather,  on  all  kinds  of  tracks. 

Consider  this:  A  good  number  of  tech  funds  are  soaring  this 
year.  That's  fine,  but  it's  still  not  much  consolation  to  anyone 


who  invested  in  them  several  years  ago  and  is  still  sitting 
huge  losses.  The  longer-term  records  for  these  portfolios 
lousy.  You  build  your  wealth  successfully  by  losing  less  tr 
others  during  down  markets,  even  if  your  returns  in  up  m 
kets  are  not  dynamite. 

But  what's  also  clear  from  this  year's  Honor  class:  Everj  rivt 
you're  a  star  in  bear  markets,  you  can't  be  a  laggard  in  bulli  iigt 
times  if  you  want  to  keep  pace  and  stay  on  this  list. 

There  was  a  lot  of  upheaval  among  the  ranks  for  the  20 
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roster.  Only  four  of  the  ten  funds  from  the  2002  class  ma  idi 


in. 


1 


2 


3 


4 
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Calamos 
Growth-A 


Multiple  managers 

532-6959 


ANNUAL  TOTAL  RETURN 


Mairs  &  Power 

Growth 

Fund 

Multiple  managers 

800-304-7404 


ANNUAL  TOTAL  RETURN1 


Thompson 

Plumb  Growth 

Fund 

Multiple  managers 

800-999-0887 


ANNUAL  TOTAL  RETURN1 


Excelsior 

Value  & 

Restructuring 

David  Williams 

800-446-1012 


ANNUAL  TOTAL  RETURN1 


Torray 
Fund 


Multiple  managers 

800-443-3036 


ANNUAL  TOTAL  RETURN 


19%     16%     15%     14%     14% 


MARKET  PEhmjHMANCE 
UP  uOWN 

▲  r 


A+ 


s  I 


MARKET  PERFORMANCE 
UP  DOWN 

▲  ▼ 

C     A 


RESULTS  ON 
$10,000  INVESTEL 

$43,323 

MAXIMUM  SALES  CHARUL 

4.75% 

ANNUAL  EXPENSES  PER' 

$1.40 

YEARLY  PORTFOLIO  TURNOVER 

61% 


RESULTS  ON 
$10,000  INVESTED* 

$37,461 

1AXIMUM  SALES  CHARGE 

NO  LOAD 


MARKET  PERFORMANCE 
UP  DOWN 

▲  T 

B     A 


EXPENSES  PER  $100 

>0.78 


YEAR1  TURNOVER - 


RESULTS  ON 
$10,000  INVESTED2 

$32,993 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

ANNUAL  EXPENSES  PER  $100 

$1.15 

YEARLY  PORTFOLIO  TURNOVER3 

74% 


MARKET  PERFORMANCE 
UP  DOWN 

A  ▼ 

B     B 


RESULTS  ON 
$10,000  INVESTED2 

$31,699 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

ANNUAL  EXPENSES  PER  $100 

$0.99  a 

YEARLY  PORTFOLIO  TURNOVER3 

16% 


MARKET  PERFORMANCE 
UP  DOWN 

▲  ▼ 

B     B 


RESULTS  ON 
$10,000  INVESTED2 

$31,470 

MAXIMUM  SALES  CHARGE     " 

NO  LOAD 

ANNUAL  EXPENSES  PER $100  V 

$1.07 

YEARLY  PORTFOLIO  TURNOVER  ill 

23% 


a:  Net  ol  absorption  of  oxponsos  by  fund  sponsor. '  Total  rat  Foi  domestic  funds;  from  1/31/94  to  7/31/03  before  deducting  loads  and  taxes.  'Hypothetical  value  on  7/31/03  of  $10,000  invested  1/31/94,  after  load  and  taxi  , 
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ed  to  make  the  cut  this  year. 


long  the  newcomers:  Excelsior 
ue  &  Restructuring,  where 
«  portfolio  manager  David 
Uiams  has  done  well  holding 
stocks  of  companies  knocked 
tvn  by  short-term  setbacks 
th  as  missed  earnings  or 
rganizations. 

As  always,  we  look  at  perfor- 
bce  over  four  market  cycles. 
5  recent  upturn  (we  count  the 
•rent  bull  market  as  beginning 
t.  9)  shifts  the  opening  of  the 
asurement  period  forward  to  Jan. 
1 1994.  The  ending  date  is  July  31,  2003 
ITo  get  on  the  Honor  Roll,  an  actively  managed  fund  must 
Vive  five  stringent  tests.  First  it  must  be  awarded  a  B  grade 
higher  in  down  markets.  This  all-important  capital  preser- 
ion  test  winnows  out  those  funds  that  claim  terrific 
unarket  performance  but  subject  their  investors  to  nerve- 
icking  losses  during  bearish  episodes. 


Second,  a  fund  must  show  con- 
tinuity of  management.  The  lead 
manager  must  have  been  on  the 
job  for  at  least  six  years.  The 
third  requirement  is  portfolio 
diversification — that  means  no 
sector  funds.  Vanguard  Health  Care 
Fund  is  a  superb  investment  but 
not  a  suitable  core  holding. 

The  fourth  requirement  is 
accessibility,  which  eliminates 
funds  closed  to  new  investors. 
Wasatch  Core  Growth  Fund  and 
Sequoia  Fund  are  two  that  would 
have  made  the  list  but  for  this  rule. 
Long-term  performance  is  our  fifth  crite- 
rion, measured  by  the  hypothetical  results  after  taxes  and  sales 
commissions  (if  any)  for  an  upper-income  investor.  In  this  cal- 
culation we  figure  in  tax  on  distributed  capital  gains  but  none 
on  the  unrealized  appreciation  in  the  fund's  shares.  You  would 
have  at  least  tripled  your  money  over  the  past  decade  with  any  of 
the  ten  funds  on  this  year's  list.  F 
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Weitz 
artners  Value 
Fund 

Wallace  Weifz 

800-232-4161 


ANNUAL  TOTAL  RETURN 


7 


Weitz 
Value 
Fund 

Wallace  Weitz 

800-232-4161 


ANNUAL TOTAL  RETURN 


8 


FPA 

Capital 

Fund 

Robert  Rodriguez 
800-982-4372 


ANNUAL  TOTAL  RETURN 


9 


Muhlenkamp 
Fund 


Ronald  Muhlenkamp 

800-860-3863 


ANNUAL  TOTAL  RETURN1 


10 


T  Rowe  Price 

Mid-Cap 

Growth 

Brian  Berghuis 
800-225-5132 


ANNUAL TOTAL  RETURN1 


15%     15%     16%     13%     13% 


MARKET  PERFORMANCE 
UP  DOWN 


MARKET  PERFORMANCE 
UP  OOWN 

A  T 


C     A        C     A 


MARKET  PERFORMANCE 
UP  DOWN 
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MARKET  PERFORMANCE 
UP  DOWN 
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MARKET  PERFORMANCE 
UP  DOWN 
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RESULTS  ON 
$10,000  INVESTED2 

$31,274 

vlAXJMUM  SALES  CHARGE 

NO  LOAD 

INUAL  EXPENSES  PER  $100 

$1.13 

RLY  PORTFOLIO  TURNOVER3 

20% 


RESULTS  ON 
$10,000  INVESTED2 

$30,922 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

ANNUAL  EXPENSES  PER $100 

$1.12 

YEARLY  PORTFOLIO  TURNOVER2 

18% 


RESULTS  ON 
$10,000  INVESTED2 

$30,887 

MAXIMUM  SALES  CHARGE 

5.25% 

ANNUAL  EXPENSES  PER  $100 

$0.87 

YEARLY  PORTFOLIO  TURNOVER3 

17% 


RESULTS  ON 
$10,000  INVESTED2 

$30,296 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

ANNUAL  EXPENSES  PER  $100 

$1.18 

YEARLY  PORTFOLIO  TURNOVER3 
11% 


RESULTS  ON 
$10,000  INVESTED2 

$30,157 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

ANNUAL  EXPENSES  PER  $100 

$0.88 

YEARLY  PORTFOLIO  TURNOVER3 

36% 


ptiijns:  Capital  gains  and  income  distributions  are  taxed  at  the  highest  marginal  rate  in  offed  at  the  time.  Loads  applied  at  7/31/03  rate. 3  Lesser  of  security  sales  or  purchases  divided  by  average  net  assets. 
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China's  Economic  Powerhouse  and  21st-century  Megacity  Comes  of  / 

Global  forecasters  and  multinational  CEOs  all  agree:  The  emergence  of  the  Chir 
economy  will  drive  the  21st-century  world  economy.  And  at  the  center  of 
world's  new  economic  powerhouse  is  Shanghai  -  China's  business  and  finan 
capital,  its  largest  port,  and  its  most  unforgettable  city. 


ia 
ed 
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China's   historical   gateway  to  the  Asia's  Most  Promising  Metropolis  2002  was  US$2.94  billion. 

West,  Shanghai  is  now  located  at  Through  generations  of  hard  work,  the        Foreign  investment  is  pouring 

the  gateway  of  China's  fastest-growing  people  of  Shanghai  have  transformed  Shanghai.    Some    104    countries 

economic  zone,  the  Yangtze  River  Delta  what  was  once  an  obscure  fishing  village  regions  invest  here.  In  2002  a  fu 

region.  The  Yangtze  River  Delta  is  the  700  years  ago  into  Asia's  most  promising  US$10.58  billion  flowed  into  the  ec  »i 

center  of  this  nation's  vast  automotive,  IT,  metropolis.  Since  China  opened  its  doors  my  from  foreign  companies,  and  W 

chemical,  textile,  steel  and  pharmaceuti-  to  foreign  investment  a  quarter  of  a  cen-  figure  will  continue  to  rise  as  the  gci* 

ca!  industries,  and  accounts  for  31 .5%  of  tury  ago,  Shanghai  has  led  the  nation  in  ment  implements  new  policies  aimiffi 

China's  total  exports.  the  reform  and  opening  up  of  its  econo-  making  the  city  even  more  attractive! 

Shanghai  has  clocked  an  extraordinary  my.  Doing  business  with  the  rest  of  China  foreign  capital. 

1 0%  annuni  growth  for  the  past  decade,  and  the  world  is  Shanghai's  top  priority.          Shanghai's  commitment  to  fast  II 

and  absorbs  more  than  US$1 0  billion  in  The  results  speak  for  themselves.  ness  approvals  and  a  sound  business 

new  foreigi;  direct  investment  every  Last  year  Shanghai  registered  6,427  legal  infrastructure  is  evidenced  b\joi 

year.  This  ambitious        fropolis  of  16  new  domestically  invested  enterprises  fact  that  some  300  of  the  world's  top 

million  people  stair              A  to  enter  a  and  signed  420  agreements  for  invest-  companies  by  market  capitalization  I 

new  era  of  unprecedeiv.v  •    growth  and  ment  in  projects  in  other  parts  of  the  invested   in   Shanghai.   Among  tr 

prosperity.  country.  Total  domestic  investment  in  who   have   established   their  regi 
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Iquarters  here  are  Siemens,  Honey- 
arid  Alcatel.  Shanghai  also  leads 
9  in  banking  reform.  There  are  54  for- 
I financial  institutions  operating  in 
bhai,  with  a  combined  capitalization 
S$1 .54  billion.  Thirty  of  these  banks 
(so  licensed  to  do  business  in  local 
ncy,  and  33  are  licensed  to  increase 
operating  and  registered  capital  by  a 
>ined  US$529  million. 
anghai  will  continue  to  innovate  in 
reas  of  business  and  financial  regu- 
i  by  adopting  further  measures  to 

the  development  of  the  private 
ir  and  boost  the  manufacturing  and 
sstate  industries.  Shanghai's  foreign 

grossed  US$72.66  billion  in  2002. 
rts  surged  13.3%  over  the  previous 

to  US$33  billion,  and  exports 
ed  9%  to  US$27.63  billion, 
anghai's  citizens  are  China's  top 
srs  and  among  the  most  highly  edu- 
I  and  skilled.  Local  GDP  per  capita 
led  US$4,912  in  2002,  the  average 
oyee  salary  is  US$2,352  and  the 
ge  disposable  income  is  US$1 ,602. 
ghai  residents'  total  bank  savings 

over  US$59.44  billion.  Living  space 
ig  urban  residents  averages  13.1 
e  meters,  with  apartments  account- 
I  87.4%  of  total  housing, 
inghai  is  China's  largest  port,  and  its 


71  deep-water  berths  and  18  container 
ports  combined  handle  221  million  tonnes 
per  year  of  cargo.  A  new  100-berth  deep- 
water  port  is  under  construction  southeast 
of  the  city  center.  The  port  is  being  con- 
structed on  an  island  at  the  mouth  of  the 
mighty  Yangtze.  When  completed,  the 
New  Shanghai  Port  will  be  able  to  service 
the  world's  largest  container  ships  and 
handle  1 5  million  TEUs  per  year. 


A  650-kilometer  freeway  network  is 
under  construction  to  link  Shanghai  with 
the  other  booming  cities  of  the  Yangtze 
River  region  in  the  nearby  provinces  of 
Jiangsu,  Zhejiang  and  Anhui. 

Shanghai's  historic  waterfront  will 
receive  a  multibillion-dollar  face-lift,  with 
new  residential,  commercial  and  green 
spaces.  The  brand-new  master  plan  for 
Shanghai's    urban    development    also 


The  people  of  Shanghai  have  transformed 

what  was  once  an  obscure  fishing  village 
into  Asia's  most  promising  metropolis. 


The  Shanghai  government  is  commit- 
ted to  the  provision  of  e-government  ser- 
vices. More  than  144  administrative  pro- 
cedures can  be  conducted  online.  Total 
e-commerce  in  2002  exceeded  US$3.07 
billion,  and  the  usage  rate  of  the  city 
supercomputer  has  reached  80%.  The 
official  Shanghai  Government  portal 
(www.shanghai.gov.cn)  logged  more  than 
4  million  visits  in  2002. 

Blueprint  for  a  21st-century  City 

By  the  time  Shanghai  welcomes  over  70 
million  visitors  to  the  World  Expo  in  2010, 
a  vast  array  of  new  infrastructure  projects 
will  be  open. 


includes  greening  of  the  entire  urban  area 
and  several  new  underground  metro 
lines,  as  well  as  new  bridges,  under-river 
tunnels  and  office  districts. 

Shanghai's  eastern  and  western  halves 
(Pudong  and  Puxi)  will  soon  be  linked  by 
six  bridges  and  six  tunnels,  including  the 
newly  opened  US$268  million  Lupu 
Bridge  and  Outer  Ring-Road  tunnel. 

Shanghai  has  a  high-speed  magnetic 
levitation  train  operating  between  the 
new  international  airport  and  Pudong's 
financial  district.  Plans  are  in  the  works  to 
construct  a  high-speed  railway  between 
Shanghai  and  Beijing. 

The  quality  of  Shanghai's  environment 


ghai  Daily  Economic  Index 

5  Domestic  Product  (GDP) 

1.482  billion  yuan 

Public  bus  passengers 

7.6  million 

I  sales  of  consumer  goods 

2.322  billion  yuan 

Public  urban  train  passengers 

978,100 

ne  of  imports  and  exports 

US$39C 

Cooking  gas  consumption 

6.61  million  cubic  meters 

actions  of  securities 

nyuan 

Water  consumption 

5.55  million  cubic  meters 

i  turnover  through  port 

732,3;, 

Electricity  consumption 

177  million  kwh 

snger  movements 

200,700 

Newspaper  circulation 

4.51  million  copies 

>eas  tourist  arrivals 

•67 

Book  distribution 

709,600  copies 

e  arrivals 

616  planes 

Mail  items  posted 

1.37  mil'ion 

New  fixed-line  phone  subscribers 

1,523 

ADVERTISEMENT 


the  time  Shanghai  welcomes  over  70  million 
visitors  to  the  World  Expo  in  2010,  a  vast 
array  of  new  infrastructure  projects  will  be  open. 


is  also  a  priority  for  the  government,  with        The  dizzying  improvement  in  the  quality  Onegi,  Aida  and  Faust.  The  world's! 

projects  under  way  to  phase  out  petrol  of  life  experienced  by  Shanghai's  people  famous  tenors,  Luciano  Pavarotti 

and  diesel  and  usher  in  clean  natural  gas  is  best  evidenced  by  the  quality  of  this  Carreras  and  Placido  Domingo,  hav 

for  use  in  public  transport  and  manufac-  built  environment.  China's  new  home  given  a  recital  in  the  Grand  Theatn 

turing.   By  2010,   natural  gas  will   be  ownership  has  been  pioneered  in  Shanghai,  Shanghai's  thriving  schools  of  p 

pumped  directly  into  the  city  via  a  pipe-  and  its  citizens  have  embraced  property  and  fashion  design,  as  well  as  its  c 

line  from  the  far  western  Chinese  pro-  with  characteristic  enthusiasm.   New  vatories  of  music  and  dance,  draw 

vince  of  Xinjiang.  housing    estates    have    mushroomed  and  performers  of  all  kinds  from  £ 

To  safeguard  its  population  and  property,  across  the  city,  offering  world-class  facil-  China, 

the  city  is  developing  a  new  system  of  ities.  Shanghai's  new  eastern  financial  Shanghai  is  also  a  center  of  ci 

"Dynamic  Urban  Management"  -  an  inte-  district,  Pudong,  is  one  area  that  has  seen  exchanges  between  China  and  the  i 

the  world.  One  r 

rs       ii          •■             r*i               i        •            i                                       -7/~\          •!!•  international    exc 

By  the  time  Shanghai  welcomes  over  70  million  event was the Sha 

Grand  Theatre  an 
Sydney  Opera  F 
simultaneous  cone 
February  2002,  \i 
was  broadcast  livl  a 
grated  information  network  based  on  GIS  an  extraordinary  number  of  new  residential  satellite  so  Chinese  and  Australian  t 
(Geographical  Information  Systems)  and     developments.  could  sing  in  unison  across  the  oce 

combining  technical  surveillance  and  rapid-        All  this  and  more  has  been  achieved  in     a  standing  ovation  in  both  theaters,  p 
response  emergency  control  systems.         Shanghai  in  a  mere  decade.  The  world        Shanghai's  local  stars  have  beer 
Indeed,  Shanghai  is  one  of  the  safest     watches  to  see  what  China's  economic     received  abroad.  The  Shanghai  Son 
and  best-run  cities  in  Asia.  Streets  are     powerhouse  and  most  international  city     Dance  Ensemble's  Golden  Dance, 
safe  night  and  day,  and  officials  pay  close     will  achieve  next.  Garment  was  performed  to  accla 

Paris,  Lyon  and  Hawaii,  and  the  dfni 
Art  and  Culture  Take  Center  Stage     drama  Wild  Zebra  will  be  perform* 
In  China's  International  City  the    Shanghai    Oriental   Youth    D 

Shanghai's  new  prosperity  has  resulted  in  Troupe  on  a  tour  of  Australia's  major 
To  walk  the  streets  of  Shanghai  is  to  soak  a  rebirth  of  the  arts,  reflecting  its  cos-  this  year,  followed  by  a  40-show  tcilia 
up  the  energy  of  Asia's  fastest-growing  city,  mopolitan  history  as  the  city  in  China  American  cities.  Wild  Zebra  has  icj 
From  the  elderly  people  exercising  in  most  open  to  the  West  and  most  eager  drawn  invitations  from  France,  Sing?.^ 
the  parks,  to  the  children  playing  in  com-  to  fuse  Eastern  and  Western  traditions  in  and  Malaysia, 
munity  playgrounds,  to  the  commuters     art,  music,  dance,  the  stage  and  film.  Shanghai  will  continue  to  thro\ 

rushing  between  the  rapidly  developing        Shanghai  is  home  to  the  Grand  Theatre     energy  into  hosting  international  ark 
modern  high-rise  offices  and  residential     -  one  of  the  city's  most  stunning  venues,     cultural  events.  Last  year  Shanghai  hcjtif 
complexes,  Shanghai  i  -  throbbing  with     and  the  performance  place  of  choice  for    the  fourth  China  Shanghai  Internat 
development  potential    The  old  leafy     an  increasing  number  of  international     Arts  Festival,  the  Shanghai  Internat 
streets  of  the  former  co  nces-    acts,  including,  for  the  first  time  in  China,     Fashion  Festival,  the  sixth  Shanghai  i 

sions  are  matched  with  a  hi   I  ian-    ttie  recent  sold-out  three-week  season  of     national  Film  Festival,  the  Shanghai  IV 

cial  district  and  state-of-the  blic     Les  Miserables.  Other  recent  blockbuster     Summit  Forum  and  the  China  Internat 

buildings  and  leisure  facilities.  events   have   included    Cats,    Eugene    Tourism  Mart. 


attention  to  the  security  and  well-being  of 
all  citizens  and  property. 

Feel  the  Energy  of  Shanghai 
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st  for  China  and  a  first  for  the  devel- 
world,  Shanghai's  hosting  of  the 
iExpo  2010  will  allow  more  than  70 
1  people  from  around  the  globe  to 
lence  China's  gateway  city  to  the 
-  many  for  the  first  time, 
appropriate  that  the  city  leading  the 
s  largest  population  in  its  vision  for 
nic  and  social  progress  will  host  the 

largest  international  showcase  for 
tion  in  economics,  society,  culture, 
e  and  technology. 

ia  began  its  Expo  journey  in  1982, 
came  a  full  member  of  the  Bureau  of 
itional  Expositions  (BIE)  in  1993.  In 
he  Chinese  government  announced 
d  support  the  city  of  Shanghai's  bid 

Id  Expo  2010.  Shanghai  received  the 
lelmmg  support  of  BIE  international 
tes  when  they  voted  in  December 
v  for  China  to  have  its  first  Expo  city. 

heme 

r  City,  Better  Life"  is  the  theme  of 
anghai  World  Expo  2010.  It  reflects 


the  relationship  between  urban  develop- 
ment and  the  issues  that  concern  urban 
dwellers  worldwide. 

The  challenges  inherent  in  Shanghai's 
rapid  development  make  this  a  particularly 
apt  theme,  but  it  is  also  one  that  will  increas- 
ingly concern  all  the  world's  people.  Right 
now,  half  the  world's  population  lives  in 
cities,  and  that  number  is  set  to  increase  to 
more  than  two-thirds  in  this  century.  The 
world  is  the  most  urbanized  that  it  has  ever 
been  in  human  history.  Thus,  the  sustainable 
development  of  cities,  in  harmony  with  their 
surroundings  and  consistent  with  their  avail- 
able resources,  is  a  global  goal. 

The  Venue 

The  urban  plan  for  Shanghai's  prestigious 
harborside  districts  incorporates  a  special 
site  for  the  World  Expo,  which  occupies 
four  square  kilometers  on  the  eastern 
side  of  the  city.  The  site  will  include 
Shanghai's  new  convention  center  plus 
a  series  of  pavilions  set  among  gardens, 
a  pedestrian  bridge  over  the  water, 
and  a  curved  canal  and  botanical  corridor. 


The  new  bridge  to  be  constructed  over 
the  Huangpu  River  will  be  the  lasting 
legacy  of  the  World  Expo  201 0.  A  variety 
of  flowers  will  adorn  the  bridge,  creating  a 
"Babylonian  garden  of  the  air." 

A  set  of  ferry  wharves  will  also  be  con- 
structed along  the  semicircular  canal. 
These  ferries,  and  a  new  specially  built  light 
rail  system,  will  be  the  dedicated  transport 
for  Expo  participants  and  visitors. 

The  Event 

Shanghai  is  already  the  focus  of  China's 
foreign  investment  and  business  boom, 
and  the  World  Expo  2010  will  cement 
Shanghai's  place  among  Asia's  and  the 
world's  most  dynamic  cities. 

As  a  hub  for  tourism,  shipping,  IT, 
finance  and  international  trade,  Shanghai 
has  no  equal  in  potential. 

In  addition  to  a  record-making  70  million 
Expo  participants  and  visitors,  Shanghai  is 
also  expected  to  host  a  further  70  million 
business  and  leisure  travelers  in  2010. 

The  21st  century's  most  exciting  metrop- 
olis has  truly  come  of  age. 


SHIMAO    RIVIERA   GARDEN 


Most  luxurious  residential  apartments  in  Shanghai,  you 


-can  experience  the  noblest  lif 
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rt's  content. 
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Effective  Draw 


Key  International  Residential  Apartments  in  Shanghai  which  w< 
Guinness  highest  riverside  luxurious  building  in  China.  And  it  also  ranki) 
the  first  in  sales  volume  in  Shanghai  residential  market  in  2001  and  2< 

*  Six  World — Theme  Gardens 

The  Chinese  Suzhou  Garden:  is  designed  in  the  traditional  Chinese  idea  of  garden 

construction,  especially  uses  impressionism  and  symbolism  in  detail  decoration.  The 

colors  are  light  and  elegant  and  the  shapes  are  exquisite.  Artificial  hills  and  pools  are 

joined  with  the  hidden  pavilions... All  these  convey  the  same  charms  of  "Zhuozhengyuan 

Garden"(Humbling  Garden)  in  Suzhou. 

The  Hawaii  Beach:  Colorful  umbrellas,  sparkling  white  beach,  palm  trees,  modern 

clubs  and  an  artificial  wave  pool...  All  of  these  elements  embellish  the  Hawaii  tropical 

charms  and  you  can  relax  to  your  heart's  content. 

German  Swan  Lake:  The  beautiful  view  over  the  water  and  the  old  style  of  the 

buildings  here  originate  from  the  classical  European  royal  environment.  Swans  and  boats 

scatter  the  lake  peacefully.  You  can  live  in  seclusion  and  calmness  in  such  a  situation 

without  any  disturbance. 

British  Lawn:  The  wide  lawn  and  different  types  of  trees  are  the  main  attractions  here, 

together  with  some  rare  and  exotic  trees. 

French  Labyrinth  Garden:  The  tidy  trees  and  bushes  with  colorful  flowers  have  all 

the  necessary  elements  of  a  typical  French  garden.  These  create  an  atmosphere  of  natural  French  sophistication. 

Olympic  Garden:  This  is  the  place  for  children  and  young  people  to  do  exercises  and  play  sports.  Different  constructions  are  based  on  the  shape  of 

Rings.  Comprehensive  sporting  and  gym  facilities  are  available  here.  This  garden  has  both  the  facility  of  a  pretty  garden  as  well  as  an  athletic  place. 

*  Four  Private  Clubs 

European  Service  Clubs:  24-hour  laundry,  convenience  shop,  bank,  western  food  restaurant  and  multi-function  hall... 

American  Resort  Clubs:  reading  room,  game  room,  gym,  indoor  swimming  pool,  squash  court,  beach  swimming  pool,  restaurant,  coffee,  pub. 

Olympic  Sports:  indoor  basketball  court,  climbing,  bowling,  table  tennis,  gym,  pool  league,  outdoor  tennis,  pub,  coffee... 

Chinese  Garden  Club:  Chinese  restaurant  (Hongbin  Pavilion),  VIP  meeting  room  and  restaurant  (Lake  view  building),  old  Chinese  books  on 

antiques,  gold  and  jewelry  show  room  and  shop,  chess,  traditional  music  and  tea  party. 


Enjoy  beautiful  night  scenery  of  Shanghai 
Shimao  Riviera  Garden 
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■k  Luxurious  Riviera  View  and  houses 

The  base  of  the  Shimao  Riviera  Garden  is  shaped  like  a  rectangle  along  the  bank  of  Huangpu  River  for  one  thousand  metei 

facing  tho  Bunti  on  the  other  bank.  Seven  high-rise  buildings  are  located  in  an  arc,  you  can  enjoy  the  beautiful  river  sights  in  the  front  and  a  garden  vii 
ery  apartment.  In  the  north,  you  can  appreciate  the  Oriental  Pearl  Tower  and  Jinmao  Tower,  and  in  the  south  you  can  see  the  Nan 
i.  angpu  River.  The  great  river  view  has  ensured  the  value  of  Shimao  Riviera  Garden  properties,  making  it  a  symbol  of  luxury  resident 

neight    -r.0od  lor  th    new  noble  generation. 


European-style  Club  in  Chines. 
Shimao  Riviera  Garden    Shimao 


'ens    in 
iarcen 


Chinese    Garden    Hong    Bin   The  Bund-Shanghai,  China 
Pavilion  (Xiao  Nan  Guo  Restrant) 


Developer:  JgL  Shanghai  Shimafl  p  Estate  Co.  Ltd.      Investor:  Si  IIMAd  Shimao  Group      Hotline:    021*6888  88^ 
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la's  Cosmopolitan  City  over  a  German  swan  lake,  or  through  a  baroque  French  garden 

anghai  rides  the  wave  of  China's  entry  into  the  world  econ-  maze.  There  is  also  a  Hawaiian  beach  and  an  Olympic-themed 

t  is  becoming  the  cultural  melting  pot  of  both  China  and  the  sports  arena.  All  are  the  work  of  some  of  the  world's  top  land- 

l.  Skilled  professionals  from  across  the  nation  and  around  scape  designers. 

ire  drawn  to  Shanghai's  energy,  eager  to  take  part  in  its  The  Shimao  Rivera  Garden  estate  also  includes  schools,  club- 


Real  estate  has  been  a  big  driver  of  the  economy  as 
residents  take  advantage  of  their  new  wealth  to  upgrade 
their  living  standards  and  enjoy  world-class  facilities. 


pance. 

i  hospitality  indus- 

s  been  a  pioneer 

i  new  Shanghai 

>my,  with  more 

a  dozen  interna- 

five-star  hotels 

)ffenng  their  services  to  Shanghai  visitors.  The  city  is  also 

Ho  the  world's  tallest  hotel:  the  Grand  Hyatt  Shanghai, 

j  you  can  get  a  dazzling  cockpit-style  view  of  the  city  while 

g  cocktails  or  dining  in  some  of  the  city's  finest  restaurants. 

il  estate  has  also  been  a  big  driver  of  the  economy  as 

mts  take  advantage  of  their  new  wealth  to  upgrade  their 
standards  and  enjoy  world-class  facilities    New 

jntial  developments  have  multi- 

across  the  city,  many  catering  to 

ihai's  new  global  elite. 

ake  just  one  example,  the  Shimao 

s  Rivera  Garden  estate  is  currently 
construction  directly  across  the 

'om  the  historic  colonial  waterfront 

made,  the  Bund.  Located  in  Shang- 

restigious  new  financial  district,  the 
is  just  a  stone's  throw  from  the 

ng  modern  architecture  of  the  Ori- 

Pearl  TV  Tower  and  Shanghai's 
building,  the  Jin  Mao  Tower. 

se  seven  superhigh  48-floor  towers 

jxe  residences  thus  have  breath- 
views  of  both  old  and  new  Shang- 

;spite  their  urban  locale,  the  towers 

t  amid  six  differently  themed  land- 

d  gardens,  which  comprise  a  sur- 
70%  of  the  total  estate  area.  Stroll 

lh  the  stunning  Chinese  sculpture 

1  the  quiet  English  country  lanes, 


houses,  swimming  pools,  restaurants,  beauty  salons  and  shops. 
Each  apartment  is  finished  with  top  international  brand-name  appli- 
ances and  fittings. 

Apartment  complexes  of  this  standard  were  unheard  of  in  China 
a  decade  ago.  Now  locals  and  investors  from  all  over  Asia  are 
clamoring  to  enter  this  thriving  real  estate  market  and  taste  the 
new  lifestyle  this  city  has  to  offer.  ■ 


Grand  Hyatt  Shanghai  offers  the  finest  dining  and  accommodation  in  the  city 
atop  the  landmark  Jin  Mao  Tower.  The  breathtaking  views  and  impeccable  service 
;  |    will  make  you  feel  like  you're  exactly  where  you  are,  on  top  of  the  world. 

For  a  uniquely  Grand  Experience,  call  your  travej  planner  or  86.21.5049.1234 

x.  m  it  m  m  ia  *  -:®  * 


I-PVW 


S   H   A   N    G   H 


iaftghai.grand.hyatt.com 


The  strongest  connections 
in  life  are  invisible. 


% 


PCCW  seamlessly  connects  you 
to  a  better  world. 


Life  is  all  abqi  wec^ions.  And  no  one  understands  this  better  than  PCCW. 
Because  every  i  ay  we\bring  people  together,  enriching  lives  through  our 
world-class  IT  ^Telecommunications  solutions.  Better  connections  create 
better  understanding,  /fed  that  makes  a  better  world.  www.pccw.com 


fll  MCI  Survey 

Best  Buys 

iind  performance  comes  and  goes, 
iosts,  though,  are  everlasting. 

All  Best  Buys  have  low  expenses.  But  note  their  letter  grades  here 
and  in  the  main  fund  tables  (see  p.  184):  Some  Best  Buys  get  a  D  or 
even  an  F,  usually  in  an  up  market.  Still,  they  didn't  necessarily  lose 
money;  maybe  they  made  7%  in  rocking  1999  while  an  A  stock  had 
a  96%  gain.  And  almost  all  funds  with  D's  or  F's  in  one  kind  of  mar- 
ket had  an  offsetting  good  grade  in  the  opposite  kind. 

— ( 

FUND/800  PHONE 

5-YEAR 

ANNUALIZED 

TOTAL 

RETURN 

MEDIAN                                       ANNUAL 
ASSETS               WEIGHTED              MARKET                                     EXPENSES            MINIMUM 
7/31/03              AVERAGE                 CAP                 TAX                     PER                 INITIAL 
(SMIL)                    P/E                    ($BIL)              GRADE1                   $100             INVESTMENT 

STOCK  FUNDS 

Vanguard  Capital  Opportunity-lnv/662-7447 

16.9% 

$4,868                  28                 $6.5                  2                   $0.58           $25,000 

T  Rowe  Price  Capital  Appreciation/225-5132 

10.3 

2,282                   24                 10.0                  5                    0.87               2,500 

Dodge  &  Cox  Stock  Fund/621-3979 

9.9 

20,729                  24                 13.7                  5                    0.54               2,500 

Mairs  &  Power  Growth  Fund/304-7404                    .    i           n 

9.6 

1,060                  21                11.0                 3                   0.78              2,500 

Parnassus  Equity  Income/999-3505                 ^4        WE* 

11.2 

493                 21                10.3                 5                   0.96  a            2,000 

Vanguard  Explorer  Fund-lnv/662-7447                  ^t*Q 

8.7 

5.162                  27                  1.2                 4                   0.70              3,000 

Target  Small  Cap  Value/225-1852                     ^B£r 

9.7 

162                  23                  1.1                 5                   0.88             25,000 

Pennsylvania  Mutual-lnv/221-4268                     ^^W     ^ 

9.9 

953                  26                  0.5                 5                   0.94              2,000 

Vanguard  Strategic  Equity/662-7447                       ^T^ 

7.7 

1.310                 22                  3.5                 3                   0.50              3,000 

Fidelity  Low-Priced  Stock/544-6666 
BALANCED  FUNDS 

11.6 

19,575                   17                   1.2                  4                     1.03               2.500 

Dodge  &  Cox  Balanced  Fund/621-3979 

9.6 

10,101                  24                13.5                                     0.53              2,500 

Vanguard  Wellesley  lncome-lnv/662-7447 

6.4 

9,299                  21                26.3                                     0.31              3,000 

Fidelity  Convertible  Securities/544-6666 

9.1 

1,632                   NA                   NA                                       0.88               2,500 

Berwyn  Income  Fund/992-6757 

6.5 

116                   17                   1.3                                       0.71               3,000 

Oakmark  Equity  &  lncome-l/625-6275 

12.2 

3,954                  22                   4.8                                       0.96               1,000 

Fidelity  Balanced  Fund/544-6666 
INDEX  FUNDS 

5.7 

7,885                   23                   9.6                                       0.67  a            2,500 

Vanguard  Small-Cap  lndex-lnv/662-7447 

4.2 

5,428                   24                   0.7                  4                    0.27               3,000 

Vanguard  Extended  Mkt  lndex-lnv/662-7447 

2.1 

t 

5,325                   24                   1.5                  5                    0.26               3,000 

Vanguard  Balanced  lndex-lnv/662-7447 

2.9 

4.986                 25                29.5                                     0.22              3,000 

Vanguard  Total  Stock  Mkt  lndex-lnv/662-7447 
GLOBAL  FUNDS 

-0.3 

33,140                  25                 29.3                  2                    0.20               3.000 

Vanguard  Global  Equity/662-7447 

6.3 

474                  20                   4.2                  5                    1.19               3,000 

Exeter  World  Opportunities  Series-A/466-3863 

RS  Contrarian  Value/766-3863 

Atlas  Global  Growth/933-2852 

American  Funds  Cap  World  Growth  &  lncome-A/421-4120 

Tweedy.  Browne  Global  Value/432-4789 

FOREIGN  FUNDS 

Vanguard  International  Explorer/662-7447                                  ) 

6.9 

96                  22                   4.2                  5                    1.30               2,000 

9.6 

138                 24                  4.2                 1                   1.67  a            5,000 

5.2 

106                  27                 13.2                  3                    1.48               2,500 

5.9 
4.2 

12,763                  20                13.0                 5                   0.82                 250 
4,371                  19                   3.5                  5                    1.37               2,500 

7.7 

188                 19                  0.6                 5                   1.04            10,000 

Harbor  lnternational-lnv/422-1050                              .^^B 

1.3 

4,634                  22                 17.7                  5                    1.32               2.500 

Oakmark  International  Fund-l/625-6275                 Jr^ 

Preferred  International  Value/662-4769              ^B^r 

7.3 
1.7 

2,439                  20                   7.7                  4                    1.31               1.000 
270                  16                   9.1                  5                    1.02               1,000 

Vanguard  International  Value/662-7447 

Artisan  lnternational-lnv/344-1770 

Fidelity  Nordic/544-6666 

Fidelity  Europe  Fund/544-6666 

Fidelity  Europe  Capital  Appreciation/544-6666 

Fidelity  Japan  Smaller  Cos/544-6666 

T  Rowe  Price  New  Asia/225-5132 

0.2 

1,309                  20                 10.9                  4                    0.65               3.000 

2.9 

5.399                  21                 16.2                  3                    1.21               1,000 

-2.0 

74                  20                   4.8                  1                    1.35               2,500 

-5.7 

1,132                  NA                 14.8                  4                    0.97  a            2,500 

-2.2 

13.5 

9.7 

384                 20                16.9                 2                   1.37              2.500 
466                  25                   0.6                  5                    1.19               2,500 
662                 15                  3.1                 3                   1.22              2.500 
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PERFORMANCE 
UP  DOWN 


FUN0/800  PHONE 


TAXABLE-US.  TREASURY 

Vanguard  Intermediate  Treasury-lnv/662-7447 
Vanguard  Short-Term  Treasury-lnv/662-7447 
Vanguard  Long-Term  Treasury-lnv/662-7447 
American  Century  Target  2OO5-I/345-2021 
TAXABLE-GINNIE  MAE 
Vanguard  GNMA  Fund-lnv/662-7447 
Fidelity  Ginnie  Mae/544-6666 
T  Rowe  Price  Summit  GNMA/225-5132  a 

USAA  GNMA  Trust/531-8448 
TAXABLE-JUNK 
NB  High  Income  Bond-lnv/877-9700 
Fidelity  Capital  &  Income/544-6666 
Buffalo  High-Yield  Fund/492-8332 
T  Rowe  Price  High  Yield/225-5132 
TAXABLE-SHORT-TERM 
Vanguard  Short-Term  Bond  lndex-lnv/662-7447 
Federated  Mortgage-IS/341-7400 
Vanguard  Short-Term  Federal-lnv/662-7447 
Vanguard  Short-Term  Corp-lnv/662-7447 
TAXABLE-MEDIUM-TERM 
Vanguard  Intermediate  Corp-lnv/662-7447 
Vanguard  Intermediate  Bond  lndex-lnv/662-7447 
TIAA-CREF  Bond  Plus/223-1200 
Vanguard  Total  Bond  Market  lndex-lnv/662-7447 
TAXABLE-LONG-TERM 
Vanguard  Long-Term  Bond  Index/662-7447 
American  Century  Inflation-Adj  Bond  lnv/345-2021 
Vanguard  Long-Term  Corp-lnv/662-7447 
BBH  Inflation-Index  Secs-N/625-5759 
MUNICIPAL-SHORT-TERM 
Vanguard  Limited  Term  Tax-Exempt-lnv/662-7447 
Fidelity  Spartan  Short-lntermed  Muni/544-6666 
T  Rowe  Price  T-F  Short-lntermediate/225-5132 
USAA  Tax-Exempt  Short-Term/531-8448 
MUNICIPAL-MEDIUM-TERM 
Vanguard  Intermediate  Tax-Ex-lnv/662-7447 
Vanguard  Long-Term  Tax-Exempt-lnv/662-7447 
Vanguard  Insured  Long-Term  Tax-Ex-lnv/662-7447 
Fidelity  Spartan  Intermed  Muni  Income/544-6666 
MUNICIPAL-LONG-TERM 
•  idelity  Spartan  Municipal  Income/544-6666 
^  Row-  Price  T  F  lncome/225-5132 
isic  Muni  Bond/782-6620 
USAA  Tax-Exempt  Lon|  -Torm/531-8448 
MUNICIPAL  ON 

Vanguard  Calif  Intermediate  T-E-lnv'662-7447 
Fidelity  Spartan  Mass  Muni  Income/544-6666 
Vanguard  NJ  Long-Term  Tnx  E     ',  r/662-7447 
Vanguard  NY  Long-Term  Tax-Exem,)t-lnv/662-7447 
Vanguard  Penn  Long-Term  T-E-lnv/662-7447 


LAA 


5-YEAR 

ANNUALIZED 

TOTAL 

RETURN 


7.4% 
6.2 
6.8 
6.8 

6.2 

6.0 
6.0 
5.4 

5.7 
3.3 
5.2 

4.0 

6.2 
6.8 
6.3 
6.0 

7.0 
7.2 
6.8 
6.3 

6.9 
7.7 
6.2 
8.7 

4.6 
4.6 
4.5 
4.3 

5.0 
5.2 
5.6 
5.2 

5.6 
4.9 
4.6 
4.8 

5.4 
5.3 
5.5 
5.4 
5.6 


SEC 
YIELD 

ASSETS 
7/31/03 
(SMIL) 

2.3% 

$4,305 

1.3 

4,108 

3.9 

2,036 

0.9". 

407 

4.6 

26,294 

1.1 

3.1 

5,631 
100 

3.9 

696 

6.0 

446 

6.8 

3,984 

4.7 

192 

8.6 

3,228 

1.8 

3,880 

2.7 

377 

2.4 

3,578 

2.9 

14,277 

4.1 

3,785 

3.6 

3,263 

3.4 

396 

4.4 
4.6 

24,946 
861 

0.5 

392 

4.9 

4.309 

0.7 

420 

1.9 

6,136 

1.5 

1.796 

1.6 

586 

1.8 

1,323 

2.7 

11,516 

3.3 

1.903 

3.2 

2,856 

2.7 

1,718 

3.0 
3.1 
3.4 

4,686 

1,443 

231 

3.5 

2,165 

2.7 

2,448 

3.0 

1.855 

3.0 

1,478 

2.9 

2,031 

3.0 

2,325 

AVERAGE 
MATURITY 
(YEARS) 

ANNUAL 

EXPENSES 

PER 

$100 

5.5 

$0.28 

2.3 

0.28 

18.0 

0.28 

NA 

0.59 

NA 

0.22 

2.0 

0.57  a 

2.5 

0.60 

2.0 

0.46 

4.9 

0.88              j 

NA 

0.79  a 

7.9 

1.04 

7.9 

0.83 

2.6 

0.21 

NA 

0.30  a          1 

2.1 

0.26 

2.5 

0.23 

5.7 

0.20 

7.6 

0.21 

5.8 

0.30  a 

NA 

0.20 

NA 

0.21 

12.2 

0.51 

NA 

0.31 

10.5 

0.65             1( 

2.9 

0.17 

3.3 

0.49               1 

4.0 

0.52 

2.2 

0.55 

5.6 

0.17 

9.1 

0.17 

8.5 

0.18 

7.8 

0.45  a           i 

15.1 

0.48  a           1 

14.7 

0.55 

16.0 

0.45              1 

16.3 

0.55 

6.1 

0.17 

14.9 

0.48  a           1 

7.2 

0.18     ' 

7.5 

0.18 

7.3 

0.18 

Five-year  return  7/31/98  through  7/31/03.  -Fund  rated  for  three  periods  only:  maximum  allowable  grade  A.  a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Tax  efficiency  based  on  past  perfoi 
ranking  from  I  (best)  to  5  (worst).  NA:  Not  available    Sources.  Forbes.  Upper;  Mormngsfar. 
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CRATE  &  INVESTMENT  BANKING 


A  Passion  to  Perform. 


" 


L/4 


7^ 


i  the  swift  stride,  the  quick  mind. 

'eutsche  Bank  we  share  your  passion  to  out-think, 
t,  out-perform. 

at  makes  us  one  of  the  world's  leading  financial 
tutions.  And  it's  why  the  most  demanding  clients 
e  US,  and  around  the  world,  trust  us  to  deliver. 

ss  disciplines,  across  regions.  With  far-reaching 
hts,  cutting-edge  thinking,  unique  solutions.  • 

/cu  ready? 

deutsche-ban* 


Deutsche  Bank 


_ 


Piind 


Survey 


Sector  Funds 


Focused  Bets 


Just  because  sector  funds 
are  something  of  a  crapshoc 
is  no  reason  to  ignore  cost 
comparisons.  Shop  wisely. 


F 


lol 


Of  the  eight  sector  groups  tracked  by  Lipper,  five  have  fared 
better  than  the  S&P  500  since  the  start  of  the  year.  But  there 
isn't  much  to  brag  about,  as  many  of  these  recent  winners 
suffered  massive  losses  during  the  past  market  downturn.  And 
while  there  is  no  guarantee  that  any  fund  will  continue  to  per- 
form as  well  as  it  has  over  the  past  few  months,  this  is  particularly 


true  of  funds  that  bet  on  just  a  slice  of  the  market. 

Whatever  you  decide  about  the  suitability  of  a  sector  ft 
for  your  portfolio,  don't  put  up  with  high  overhead  costs. 
Best  Buy  sector  funds  on  this  page  and  the  next  balance  five-^|s 
performance  with  low  overhead  charges  (the  sum  of  ann 
expenses  and  a  fifth  of  any  sales  load). 


to 


REAL  ESTATE  These  funds  can  be  a  hedge  during  stock  market 
slumps,  but  with  interest  rates  so  low,  they  are  also  prospering  in 
the  current  market  rally.  The  average  fund  in  this  category  has  a 
19.1%  return  through  the  end  of  July. 

Best  Buy  CGM  Realty  ($442  million  assets)  has  a  weighted 
average  P/E  of  16,  considerably  lower  than  the  other  real  estate 
funds  in  our  table.  The  fund  has  a  five-year  annualized  return  of 
13.2%  and  overhead  costs  of  $1.05  per  $100  in  assets. 


CGM  Realty  Fund 

Fidelity  Real  Estate  Investment 

Security  Capital  US  Real  Estate 

Stratton  Monthly  Dividend  REIT 

Five-year  return  7/31/98  through  7/31/03.  a:  Net  of  absorption  of  expenses  by  fund 
sponsor.  Sources:  Forbes;  Upper:  Morningstar. 


I  AM  A  CISCO  CATALYST  6500 


IMMUNICATIONS  Lipper's  Telecommunications  index  has 
17.4%  return  so  far  this  year.  That's  small  comfort  because 
I  average  fund  in  this  group  lost  9.2%  annually  over  the  past 
e  j  ears.  No-load  T.  Rowe  Price  Media  &  Teleoommunica- 
>ns  has  a  five-year  annualized  return  of  6.3%  and  an  expense 
io  of  1.23. 


\ 


5-YEAR  ANNUAL 

ANNUALIZED  EXPENSES 

TOTAL  RETURN         PER  $100 


T  Rowe  Price  Media  &  Telecom  6.3  %  $1.25 

Gabelli  Global  Growth  -0.2  1.75 

Gabelli  Global  Telecommunications        0.3  1.52 


IERGING  MARKETS  Morgan  Stanley's  emerging  markets 
lex  is  up  20.7%  through  July,  and  its  indexes  for  China  and 
lailand  show  returns  of  27%  and  38%,  respectively. 
Guinness  Atkinson  China  &  Hong  Kong  has  a  FORBES  rating 
A  for  up  markets  and  B  for  down  markets.  This  fund's  ex- 
rises  run  $1.98  per  $100  in  assets — a  bit  above  the  average  for 
sector — but  many  of  its  peers  are  burdened  with  a  sales  charge. 


Fidelity  China  Region  9.9% 

Vanguard  Emerging  Mkts  Stock  Idx-lnv  4.6 

Bernstein  Emerging  Markets  Value         8.9 

Guinness  Atkinson  10.3 

China  &  Hong  Kong 


$1.32 
0.57 
1.73 
1.98 


iERGY  These  funds  have  not  had  a  positive  year  since  2000, 
t  that  pattern  could  break  this  year.  Through  July  the  average 
?rgy  fund  has  a  6.5%  return.  Within  this  group  Vanguard 
ergy  is  the  biggest  bargain,  charging  investors  only  $0.40  per 
X)  in  assets,  almost  half  the  amount  of  the  next  cheapest  Best 
y  energy  fund.  This  fund's  five-year  annualized  return:  9.3%. 

— Fei  Mei  Chan 


FBR  American  Gas  Index 


FOR  MORE  BEST  BUY  SECTOR  FUNDS  AND  ADDITIONAL  DATA  ON  THE  FUNDS  LISTED  HERE,  GO  TO  WWW.FORBES.COM/FUNDS. 


AM  A  SNARLING  PACK 
IF  DOBERMANS. 

INTEGRATED  SECURITY.  I  HAVE  THE  POWER  TO  PROTECT  YOUR  NETWORK  FROM  THE  INSIDE, 
OUTSIDE  AND  FROM  EVERYWHERE  IN  BETWEEN.  I  ALWAYS  KNOW  WHO  IS  ON  THE  GUEST 
AND  HAVE  THE  POWER  TO  DENY  THOSE  WHO  AREN'T  ON  IT.  I  SNIFF  OUT  THREATS  SO  YOU 
STAY  PRODUCTIVE.  I  AM  MORE  THAN  A  CISCO  CATALYST  6500. 


Cisco  Systems 


THIS  IS  THE  POWER  OF  THE  NETWORK.  IIOW. 

ci*co.com/securitynow 


Flind. Survey 


Warning  Signs. 


The  Great  Fund  Failur 


BY  NEIL  WEINBERG  AND  EMILY  LAMBERT 


FRANK  HOLMES  IS  A  CONFLICTED  MAN.  HE  IS  THE 
majority  owner  and  chief  executive  of  U.S.  Global, 
a  San  Antonio,  Tex.  firm  that  offers  mutual  funds 
to  the  public.  He  also  is  a  director  of  each  nomi- 
nally independent  fund;  that  means  he  is  sup- 
posed to  act  on  investors'  behalf  and  hold  down  the  man- 
agement fees  that  get  paid  to  his  own  company. 

His  dozen  funds  have,  as  a  group,  put  in  a  mediocre 
performance  over  the  past  five  years  while  charging 
2.5%  in  fees— nearly  double  the  industry  average,  the 
Morningstar  ratings  service  says.  At  the  same  time,  U.S. 
Global  runs  in-house  accounts  for  its  own  benefit.  Who 
gets  the  best  stock  picks?  Holmes  insists  there  are  "written 
procedures"  to  make  sure  fund  investors  get  a  fair  shake. 
The  procedures  are  not  disclosed.  You  have  to  trust  him. 

For  someone  with  $1.1  billion  of  the  public's  savings  in 
his  hands,  Holmes  is  not  too  careful  about  who's  on  his 
payroll.  One  member  of  his  professional  staff  was  convicted 
of  a  double  murder  as  a  young  man;  when  FORBES  brought 
up  this  matter,  Holmes  professed  to  be  unaware  of  it. 

What  Holmes  is  paying  attention  to  is  selling,  and  the 
rule  in  the  money  management  business  is  to  sell  a  fund 
when  it's  hot.  U.S.  Global's  Eastern  European  Fund 
recently  followed  a  dismal  start  in  2000  with  two 
stellar  years,  garnering  a  four-star  Morningstar 
rating  and  prompting  Holmes  to  hit  the  road 
touting  it.  "Showing  up  in  the  rankings  is  the 
driver,"  he  explains.  "The  press  calls,  people  read 
the  articles,  and  they  open  accounts." 

In  many  ways  U.S.  Global  is  a  microcosm  of 
the  fund  business:  shortsighted,  poorly  governed, 
weak  on  disclosure  and  riddled  with  conflicts  of 
interest.  This  is  an  industry  that  pays  lip  service  to 
helping  investors  achieve  long-term  goals  while 
spending  i  bundle  promoting  the  short-term  payoff 
of  hot-for  l he-moment  funds.  It  has  tossed  economies 
of  scale  out  the  ■ .,  charging  more  per  dollar 

invested  as  fund  ,  wn.  Investors  pay  upwards  of 

$100  billion  in  anni         md    osts  and  fees.  What  do  they  get 
for  this?  Almost  h  necessity,  they  get,  on  aver- 

age, mediocrity. 

Vanguard's  500  Index  fui  |  a  sively  managed  fund  that 

tracks  the  market — hasreiu  nnually  after  taxes  over 

the  past  ten  years.  The  average  aU'vel;  n  quity  fund,  by 


contrast,  has  returned  only  5.3%  annually.  That  comparison, 
the  way,  is  too  kind  to  the  funds.  This  return  is  before  subtra 
ing  sales  commissions,  and  it  counts  in  the  fund  average  only  I . 
survivors.  The  stinkers  tend  to  disappear.  Just  one  of  many  ■ 
amples:  When  UBS  Global  Strategy  posted  junky  numbers  af 
its  1999  launch,  it  disappeared  into  the  dustbin  of  fund  histo 
UBS  folded  it  into  a  better-performing  fund,  Global  Equity. 
If  fund  customers  aren't  doing  well,  the  vendors  sure  a 
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utual  funds  were  designed  to  let  the  small  guy  invest  in  the  market  cheaply 
id  efficiently.  The  system  doesn't  work,  though,  when  fund  investors  are 
o  lazy  to  comparison  shop  for  good  values. 


hot! 
funds® 


The  average  net  profit  margin  at  publicly  held  mutual  fund 
firms  was  18.8%  last  year,  blowing  away  the  14.9%  margin  for 
the  financial  industry  overall;  the  S&P  500's  average  was  only  3%. 
This  in  a  business  that  owes  $2.1  trillion  of  its  nearly  $7  trillion 
in  fund  assets  to  a  very  easy  sale — tax-deferred  retirement  plans. 
The  nation's  95  million  investors  in  mutual  funds  are 
overwhelmed  by  the  competing  claims  of  8,300 
funds.  They  often  are  clueless  about  how  to 
win  at  a  fund  game  on  which  their  financial 
futures  depend:  Despite  clear  evidence  to 
the  contrary,  84%  believe  higher  fees  buy  better  per- 
formance, according  to  an  academic  study  last  year.  The  Securi- 
ties &  Exchange  Commission  hasn't  been  much  help.  It  could 
mandate  disclosures  that  would  cure  this  mass  ignorance  but  is 
too  timid  to  do  so. 

Economies  of  scale?  This  is  a  business  made  for  them — but, 
outside  of  some  genuinely  cost-conscious  purveyors  like  Van- 
guard and  TIAA-CREF,  the  customers  don't  see  the  benefit.  The 
business  grew  71 -fold  (20-fold  in  real  terms)  in  the  two 
decades  through  1999,  yet  costs  as  a  percentage  of  assets 
somehow  managed  to  go  up  29%.  The  recent  mar- 
ket doldrums  have  caused  a  slip  in  assets  to  $6.8  tril- 
lion, prompting  the  industry  to  plead  poverty — and 
foist  yet  more  fee  hikes  on  investors.  MFS  Capital 
Opportunities  lost  25%  of  investors'  money  in  2001 
and  another  30%  in  2002.  In  April  it  raised  fees  $0.05 
per  $100  invested  to  offset  the  smaller  base  over  which 
to  spread  expenses. 

The  industry  often  fails  to  grant  the  discounts  that 
customers  were  promised.  Nearly  a  third  of  fund  investors 
eligible  for  quantity  discounts  on  sales  commissions 
haven't  been  receiving  them,  a  study  of  43  brokerages 
found.  The  average  discount  missed:  $364.  On  another  front, 
both  the  SEC  and  the  National  Association  of  Securities  Deal- 
ers recently  fined  brokerages  for  loadmg  investors  into  expen- 
sive share  classes  to  maximize  their  own  take. 

Funds  are  sold,  not  bought.  If  they  were  bought  by  rational 
investors  the  low-cost,  buy-and-hold  index  funds  would  have  a 
much  bigger  share  of  the  business.  As  it  is,  chasing  after  hot 
funds  and  short-term  performance  has  yielded  poor  returns 
and  big  tax  bills.  Half  a  century  ago  funds  held  stocks  for  an 
average  of  five  years;  today  the  average  holding  period  is  1 1 
months.  All  told,  for  the  average  taxable  investor,  taxes,  fund 
expenses  and  sales  commissions  eat  up  3%  of  equity  funds' 
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assets  each  year,  according  to  the  Bogle  Financial  Center.  That's 
almost  half  the  long-run  real  return  on  stocks:  Since  1926  stocks 
have  returned  7%  a  year  in  capital  gains  and  dividends,  above 
and  beyond  inflation. 

Forget  taxes.  You  can  pay  more  than  3%  just  in  fees,  if  you 
venture  beyond  conventional  funds  (the  kind  rated  in  the 
FORBES  mutual  fund  survey)  into  the  less  regulated  world  of 
hedge  funds.  Oppenheimer's  Tremont  Opportunity  Fund,  a  bas- 
ket of  hedge  funds,  charges  2.35%  in  annual  fees,  plus  1%  in 
"ongoing  offering  costs,"  and  takes  a  10%  cut  of  any  profits 
beyond  an  8%  annual  return.  The  component  hedge  funds  get 
their  own  incentives  of  10%  to  25%  of  profits. 


Your  Money  At  Work- 


Against  You 


Thank  You  for  Smoking,  Christopher  Buckley's  hilarious  send-up  of 
the  lobbying  industry,  picks  on  the  gun,  tobacco  and  booze  people. 
Maybe  he  should  have  thrown  one  more  influence  peddler  into  the 
mix:  the  Investment  Company  Institute.  Little  known  outside  the 
Beltway,  the  ICI  is  a  powerful  force  dedicated  to  upholding  the  inter- 
ests of  the  firms  that  run  the  nation's  mutual  funds— usually  by  op- 
posing the  interests  of  the  95  million  Americans  who  invest  in  them. 

The  twisted  part:  Often  investors  pay  the  ICI's  tab,  unknowingly. 

The  Washington-based  ICI  makes  a  passing  nod  at  representing 
both  investors  and  fund  vendors,  yet  42  of  its  48  directors  are  in- 
dustry insiders;  the  other  six  are  outside  directors  of  funds,  whom 
Warren  Buffett  recently  described  as  "zombie-like"  for  their  failure  to 
champion  investors  in  bargaining  with  the  industry. 

The  ICI  won't  say  who  pays  how  much  of  the  dues  that  underwrite 
its  5  full-time  and  75  outside  lobbyists  and  the  $503,000  it  pumped 
into  political  campaigns  last  year.  Janus  says  all  of  the  money  it  gave 
to  ICI  came  directly  from  its  funds— meaning  from  investors— and  Fi- 
delity says  that  is  true  for  some  of  the  cash  it  contributed  to  ICI. 

The  ICI  uses  the  money  to  oppose  virtually  every  pro-investor  ini- 
tiative to  come  out  of  the  SEC  or  Congress.  It  has  fought  to  avoid 
telling  investors  how  their  funds  perform  after  taxes,  how  much  they 
shell  out  in  dollars  for  fund  fees  and  how  fund  firms  vote  their  prox- 
ies. If  any  elements  of  the  recently  proposed  Mutual  Funds  Integrity 
and  Fee  Transparency  Act  of  2003  become  law,  it  will  happen  only 
over  the  vehement  opposition  of  the  ICI. 

"The  ICI  and  fund  industry  hatye  spent  a  lot  of  time  opposing  what- 
ever they  could  oppose,"  says  Representative  Richard  Baker 
(R— La.),  author  of  the  bill.  "It's  arrogance.  The  attitude  is  we've  been 
doing  things  the  same  way  for  so  long  you're  not  about  to  stop  us." 
>n  amounts, tne  ,CI  is  g00cl  at  what  it  does.  Chairman  Paul  Haaga, 
once  helped  hire  Paul  Roye,  now  the  SEC's  head  of 
t,  is  plugged  in  and  dogged.  He  calls  Buffett's 

■k. 

s  as  unworkable  a  recent  proposal  to  re- 

■"ach  fund  and  an  index,  and  says  sup- 

"  merely  interested  in  its  "shock  and 

istry]  doing  everything  perfectly? 

r  people  seem  to  be  acting  as 


quire  com 
porters  of  d 
awe"  effect.  "Ar. 
No,"  says  Haaga 


though  they're  getting  re 
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TremOnt  customers  have  been  lucky  so  far:  The  fund's  !■ 
return  since  inception  at  the  beginning  of  2002  beats  the  « 
ket.  But  the  big  picture  is  pretty  grim.  Two  out  of  three  eel 
funds  underperformed  their  group  indexes  over  the  pasiB 
years,  says  Lipper  Inc.  Stretch  the  horizon  to  30  years  ancB 
odds  a  manager  will  beat  the  market  fall  to  10%.  If  M 
investors  were. told  something  that  useful  in  the  piles  of  fun<B 
erature  they  receive. 

"The  majority  of  investors  work  40  to  60  hours  a  wB 
check  off  a  box  and  send  their  money  into  a  black  hole,"  |fl 
Representative  Richard  Baker  (R-La.),  the  chairman  offl 
House  subcommittee  on  capital  markets.  "With  more  u;l 
phisticated  people  involved  in  this  market  than  ever,  we  i~ 
better  disclosure." 

In  June,  Baker's  subcommittee  drafted  legislation  that  w< 
have  ordered  funds  to  show  investors  how  their  fees  and  per 
mance  stack  up  against  peers'  and  similar  index  funds'; 
would  also  have  required  that  fund  chairmen,  who  suppos 
champion  investors,  be  independent  of  the  advisory  firms  I 
negotiate  against.  This  baby  was  smothered  in  its  crib  by 
Investment  Company  Institute,  the  powerful  fund  comp 
lobby.  ICI  Chairman  Paul  Haaga  says  he  can  stomach  a  rule 
shows  the  fund  sales  commission  on  a  brokerage  ticket  (as 
long  been  required  for  stock  and  bond  commissions), 
beyond  that,  investors  don't  need  any  more  fee  disclosures  t 
they  are  getting  now:  "The  information  is  out  there  for  pe< 
who  want  to  look  at  it." 

Baker  and  Representative  Michael  Oxley  (R-Ohio)  chan 
tactics  in  July  and  sent  a  letter  asking  SEC  Chairman  Will 
Donaldson  to  put  through  disclosure  rules  by  administra 
fiat.  Don't  hold  your  breath.  The  SEC  has  been  "studying"  r 
to  improve  fee  and  commission  disclosure  for  at  least  tk 
years,  says  Mercer  Bullard,  a  former  SEC  fund  regulator  who  r 
runs  Fund  Democracy,  a  nonprofit  group.  "This  is  unequivc 
bly  a  retreat,"  Bullard  says.  "Congress  is  out  of  the  game.  It : 
defaulted  to  the  SEC,  which  is  paralyzed  by  divisions  betw 
regulators  and  deregulators." 

If  you  are  paying  too  much  to  have  your  money  managec 
is  at  least  partly  your  fault — so  beware  these  hazards. 
Conflicts  Galore 

Mutual  funds  are  every  bit  as  riddled  with  conflicts  of  interes 
the  rest  of  Wall  Street.  The  SEC  is  investigating  several  securi 
firms  to  determine  whether  they  wrongly  bribed  their  brok 
to  push  in-house  funds.  Morgan  Stanley  already  has  b< 
accused  by  Massachusetts  of  chiseling  mutual  fund  investors  i 
of  up  to  several  millions  of  dollars  through  high-pressure  Sc  j 
tactics.  Executives  allegedly  warned  workers  to  avoid  commu 
eating  about  the  program  in  writing. 

Charles  Schwab,  which  has  the  nation's  largest  fund  sup 
market,  has  long  touted  a  Select  List  of  best  funds.  For  four  ye 
until  1999  it  included  the  Baron  Asset  Fund — which  happer 
to  own  Schwab  shares  as  one  of  its  top  holdings.  This  symbic 
was  disclosed  only  to  Schwab  customers  who  bothered  to  revi 
the  hind's  top  holding  list.  Recent  Select  List  picks  have  includ  » 
Excelsior  Energy  &  Natural  Resources  and  Excelsior  Value  s. 
Restructuring.  Each  is  managed  by  U.S.  Trust,  a  Schwab  st  i 
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'OUR  BUSINESS  IS  ALL 
^BOUT    ldrfcMJUMi 

IOW,  SO  ARE  WE. 


NTION 


i  there's  an  entirely  new  kind  of  wireless  program,  designed  exclusively  for  small  businesses.  It's  a  faster, 
er,  more  affordable  way  to  get  the  wireless  plans,  equipment  and  services  you  need  to  run  your  business. 

SMALL  BUSINESS  SUPPORT.  WHEN  YOU  NEED  IT. 

Dedicated  small  business  specialists  will  help  you  select  the  right  voice  and  data  plans, 
phones  and  services  for  your  business.  And  they'll  be  there  to  assist  as  your  needs  change. 

MONTHLY  SAVINGS  ON  YOUR  WIRELESS  SERVICE. 

Save  on  voice  and  data  plans  starting  at  $39.99/mo.  when  you  sign  up  5  or  more  employees 
on  your  business-liable  account.  Add  employees  or  services  and  you  can  save  even  more. 

DISCOUNTS  OF  UPTO20%ONTHE  LATEST  PHONES. 

Get  great  savings  on  the  phones  you  want  with  the  features  you  need,  including  tools 
that  give  you  wireless  access  to  work  e-mail  and  other  business  applications. 


a  business  representative. 


t's  free  to  sign  up.  Call  1  866  4-AWS-B2B  to 
~o  to  attwireiess.com/smallbusiness 


the  business  side  of  mlife. 


Wireless  Business  Advantage  Program:  An  additional  month:)'  }',  75  Regulatory  Programs  Fee  will  be  added  to  your  bill  for  each  line  of  service  to  help  fund  AT&T  Wireless 
nee  with  various  government-mandated  programs.  This  is  not  :<  tax  or  gover  ment-required  charge.  Credit  approval  and  minimum  one-year  AT&T  Wireless  Business  Advantage 
lent  required  for  eligible  companies.  Compatible  device  required  fc  n  depending  on  service  plan  selected.  Activation  fees  may  apply.  Other  charges,  surcharges  and  taxes 

ily.  Products,  services  and/or  prices  may  vary  outside  of  the  50  United  States.  Availability,  speed  of  delivery  and  timeliness  of  information  is  not  guaranteed.  Not  available  for  purchase 
n  all  areas.  Other  restrictions  apply.  For  complete  details  about  o  AT&T  Wireless  Business  Advantage  program,  see  the  offer  brochure  and  contract  or  speak  with  your  AT&T  Wireless 
t  Representative.  Business  Care:  Business  Care  is  availab:  company  contact  All  other  company  employees  must  contact  general  care  (61 1  from  their  wireless  device) 

/  questions  about  their  service  or  participation  in  this  program.  Service  Discount  End  Users  are  eligible  for  the  service  discount  only  if:  ( I )  they  are  employed  by  an  eligible  business 
er  that  meets  the  total  number  of  End  Users  and  Corporate  Responsibility  Users  set  forth  in  the  offer  brochure  and  contract,  and  (2)  the  End  User  has  activated  service  on  at  least 
a  service  plan  or  voice  service  plan  that  has  a  monthly  service  charge  of  $39  99  jr  greater.  Eligible  End  Users  will  receive  the  applicable  service  discount  for  monthly  service  charges 
ata  or  voice  service  plans  they  activate,  regardless  of  the  amount  of  the  month'/  service  charge.  ©2003  AT&T  Wireless.  All  Rights  Reserved. 
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sidiary,  a  fact  not  mentioned  to  Schwab.com  customers.  Schwab 
says  it  is  revising  its  online  disclosures. 

Fidelity  Investments,  the  largest  purveyor  of  mutual  funds,  is 
also  the  biggest  administrator  of  401  (k)  programs  for  corpora- 
tions. The  AFL-CIO  charged  that  Fidelity's  contract  to  run  Lock- 
heed Martin's  401  (k)  appears  to  have  encouraged  it  to  side  with 
management  in  supporting  the  renomination  of  director  Frank 
Savage,  despite  his  performance  as  an  Enron  director.  Fidelity 
denied  the  charge  but  also  declined  to  disclose  to  investors  how 
it  voted  their  shares.  Last  year,  in  a  rare  act  of  regulatory  zeal, 
outgoing  SEC  chairman  Harvey  Pitt  ordered  funds  to  begin 
revealing  such  votes  shortly  after  they  occur,  starting  in  the  sum- 
mer of  2004. 

Those  "Independent"  Directors 

Can  you  count  on  fund  directors  to  protect  your  interests?  In 
theory  you  can — funds  are  supposed  to  have  a  majority  of 
the  board  made  up  of  outsiders.  But,  as  we  have  noted  before 
(FORBES,  Sept.  16,  2002),  fund  vendors  have  a  way  of  stack- 
ing their  boards  with  rubber  stamps.  As  famed  investor  War- 
ren Buffett  opines  in  Berkshire 
Hathaway's  2002  annual  report: 
"Tens  of  thousands  of  indepen- 
dent directors,  over  more  than 
six  decades,  have  failed  miser- 
ably." A  genuinely  independent 
board  would  occasionally  fire 
an  incompetent  or  overcharg- 
ing fund  adviser.  That  happens 
just  about  never.  Buffett:  "A  monkey  will  type  out  a  Shake- 
spearean play  before  an  independent  mutual  fund  director 
will  suggest  [it]." 

What's  in  it  for  directors?  Money.  UBS  fund  directors  receive 
$50,000  annually,  plus  $10,000  per  meeting,  which  typically 
lasts  a  few  hours.  Joseph  DiMartino,  the  nation's  highest-paid 
fund  director,  earned  $816,000  last  year  as  a  director  of  189 
Dreyfus  funds. 

Fund  boards  have  approved  an  average  fee  of  0.56%  for  the 
stock-picking  component  of  expenses — double  what  public 
pension  funds  pay  the  same  fund  companies  for  the  same  ser- 
vices, according  to  a  2001  academic  study,  "Mutual  Fund  Advi- 
sory Fees:  The  Cost  of  Conflicts  of  Interest."  This  despite  the  fact 
that,  at  $1.3  billion,  the  average  mutual  fund  is  three  times  as 
large  as  its  pension  counterpart. 

Alliance  Capital  Management  was  charging  the  Florida  State 
Board  of  Administration's  pension  15  cents  per  $100  for  the  ser- 
vices of  large-cap  manager  Alfred  Harrison — far  lower  than  the 
97  cents  per  $100  charged  to  investors  in  Alliance's  own  Premier 
Growth  Fund,  which  also  is  run  by  Harrison  and  is  "a  nearly 
identical  composition  of  investment  holdings  and  related  per- 
centage weightings,"  the  company  admits.  On  average,  Alliance 
charges  its  own  mutual  funds  4.7  limes  what  it  charges  public 
pensions  for  Alliance's  stock-picking  savvy — 0.84%  versus 
0.18%.  Alliance  declined  to  comment. 

All  told,  the  industry's  extra  It  iak  mutual  fund 

investors  for  $9  billion  -i  year,  the  ad\  isoi    fee  report  added.  In 
the  circular  logic  of  the  fund  business,  however,  such  discrep- 


ancies are  irrelevant.  As  long  as  a  fund's  fees  are  not  too  fal 
of  line  with  its  peers',  the  thinking  goes,  just  about  anyth  j 
justifiable. 
Sucker's  Game 

As  the  tech  market-peaked  in  early  2000,  fund  firms  launch] 
tech  funds.  That  was  the  worst  time  to  be  putting  money 
tech.  Last  year  they  offered  54  new  bond  funds.  If  you  golj 
one  of  those  recently,  you've  gotten  clobbered. 

The  biggest  firms  play  this  game,  too.  A  Fidelity  ad  reel 
promoted  four  funds  by  imploring  readers  to  "invest  fol 
long  term/'  Yet  it  touts  mere  six-month  returns  in  the  ad'sl 
formance  tables,  showing  double-digit  returns  in  the  half  I 
ended  in  June,  a  time  when  the  market  was  on  a  tear  (thr 
the  funds  promoted  are  shown  losing  money  over  the  past  y 
"It's  useful  for  our  customers  to  understand  how  funds  peri 
in  all  markets,"  says  Anne  Crowley,  a  Fidelity  spokesman. 
Soft  Dollars,  Hard  Cash 
High  fees  tell  only  part  of  the  fund-cost  story.  Mutual  fi 
also  run  up  trading  charges  averaging  five  cents  a  share- 
times  the  rate  paid  by  retail  investors  to  an  online  discou 
The  funds  are  happy  to  pay  because  the  currency  is  so-c; 
soft  dollars. 

Soft  dollars  were  originally  devised  as  a  way  for  func 
compensate  brokerages  for  securities  analysis  by  throwing  c 
mission  business  their  way.  Soft  dollars  are  a  $l-billion-a- 
business,  Greenwich  Associates  figures.  Fund  managers 
improperly  used  soft-dollar  kickbacks  to  cover  rent,  intd 


"The  majority  of  investors ... 
check  off  a  box  and  send  theii 
money  into  a  black  hole." 
—Representativeilichard  Bak 


decorating  and  even  concert  tickets,  the  SEC  found  in  1998. 
abuse  is  so  bad  the  Financial  Services  Authority,  the  SEC's  Bri 
equivalent,  called  for  banning  soft  dollars  outright  earlier 
year.  But  the  kickbacks  are  still  legal  here. 

Funds  can  also  use  their  commission  dollars  to  reward  I 
kers  for  bringing  in  new  clients.  Putnam  fund  prospecti 
admit  this  is  a  "factor  in  the  selection  of  broker-dealers."  H<! 
ever,  a  Putnam  spokesman  insists  soft  dollars  bring  in  i 
assets,  create  economies  of  scale  and  lower  investor  fees.  M 
then,  did  Putnam  funds'  average  cost  rise  20%  in  the  past  dec 
(to  $1.42  per  $100  invested) — even  as  the  company's  fund  as 
nearly  tripled  to  $140  billion? 

All  the  SEC  reforms  imaginable,  though,  won't  do  as  mi 
good  as  paying  attention  to  your  fund  investments.  Are  you  p 
ing  more  than  $1  a  year  per  $100  for  a  domestic  stock  fund 
$1.50  a  year  for  a  foreign  stock  fund?  You  ought  to  have  a  co 
pelling  reason  for  doing  so. 

If  you  want  a  place  to  start,  visit  our  Best  Buy  ranks 
(p.  171)  of  funds  that  combine  respectable  risk-adjusted  perf 
mance  with  low  fees. 


i 
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COMMERCIAL  AUTO 


Mfiti 

PROPERTY 


WORKERS  COMP 
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Here  are  three  figures  any  CFO  and  CEO  will  love. 
$100  million.  240,000  disability  days.  Up  to  17% 
fewer  claims.  That's  what  our  safety  programs 
saved  our  clients  last  year.  Those  numbers 
become  even  more  compelling  when  you 
consider  this  fact:  injuries  and  disabilities  can 
comprise  5%  or  more  of  a  company's  costs. 
This  is  where  Liberty  Mutual  can  truly  help.  Over 
the  years,  our  loss  prevention  specialists  have 
developed  a  wide  range  of  safety  programs,  each 
designed  to  not  only  help  businesses  become 
safer,  but  more  cost  efficient. 
We  use  all  the  latest  technologies,  but  the 
approach  itself  goes  back  90  years  to  our 
founding  philosophy:  to  help  people  live  safer, 
more  secure  lives.  As  it  turns  out,  that  includes 
giving  companies  a  sizeable  financial  advantage. 
Something  any  board  member  can  appreciate. 


For  more  information  on  how  to  help  m 


■'.  visit  www.libertymutuol.com/business 


Liberty 
Mutual. 
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Survey  i 


Red  Flags 


Booby 
Prize 


Loopy  holdings,  an  SEC  investigation 
and  a  dubious  fee  plan  make 
Van  Wagoner  Emerging  Growth 
one  fund  to  avoid. 


BY  CHRISTOPHER  HELMAN 


Life  was  great  for  fund  manager  Garrett  van  Wagoner  in 
1999.  His  momentum-based,  fast-trading  style  was  work- 
ing. The  Van  Wagoner  Emerging  Growth  Fund  jumped 
from  one  soaring  dot-com  to  another,  faster  than  you  could  say 
"bandwidth."  His  average  holding  period  for  a  stock  was  three 
months.  No  problem — the  year's  return  was  291%. 

Since  then  Van  Wagoner,  48,  has  given  it  all  back  and  then 
some,  with  truly  painful  2000-2002  returns  of -21%,  -60%  and 
-65%.  Even  after  a  28%  run-up  this  year  to  date,  the  fund  has 
been  a  disaster  for  long-term  holders.  Had  you  invested  with 
Van  Wagoner  when  he  launched  in  1995,  you'd  be  out  43%  of 
your  money  by  now. 

Litde  has  changed  in  the  fund's  stock-picking  style — most 
of  the  fund  is  in  the  wildly  speculative,  mostly  unprofitable  end 
of  the  tech  wreckage.  As  of  June  30,  the  top  holding  for  the 
moment  is  software  maker  Embarcadero  Technologies,  with  a 
price  equal  to  64  times  earnings.  Another  big  one  for  the  fund  is 
I-Many,  a  tiny  business-to-business  software  maker  with  falling 
sales  and  four  straight  years  of  losses. 

But  Van  Wagoner  earns  this  year's  Booby  Prize  for  much 

than  a  dismal  record.  Sued  by  his  investors,  criticized  by 

-vn  auditor,  investigated  by  the  Securities  &  Exchange 

Corns  nis  ion.  Van  Wagoner  has  watched  his  fund's  assets  under 

lent  dwindle  from  $1.5  billion  in  early  2000  to  $119 

million  today,  in  March  he  shuttered  three  other  funds,  leaving 

him  only  iv  >  tin  >esides  flagship  Emerging  Growth. 

What's  living  to  pull  a  fast  one  on  remaining 

shareholders,  |  i  vote  for  a  seemingly  innocuous 

lower  expense  ratio  n  fact  bring  higher  fees. 

Van  Wagoner  has  eari  r«    rom  his  bubble-era  fix- 

ation with  illiquid  priva  .  .  inies.  Although  SEC  rules 

require  that  no  more  thai  i  mutual  fund's  assets  be 

invested  thusly,  in  2001  Van  Wagone  irpassed  that  when 

he  continued  to  purchase  private  securitii    after  already  holding 


1 5%  of  a  fund's  assets  in  such  stakes. 

Besides  liquidity,  the  problem  is  in  valuing  these  pi™ 
stakes.  Emerging  Growth  had  nine  spectacular  losers,  sulj 
optical  networking  company  Kestrel  Solutions  and  e-bizjp 
ware  maker  Comergent.  On  Dec.  3 1 ,  2000,  well  into  theli 
crash,  they  were  being  carried  at  a  value  of  $28.6  million,  a  jtli 
more  than  their  purchase  price.  Six  months  later  Van  Wa^fc 
marked  them  down  to  a  total  worth  of  $9.  Not  $9  million-Ik 
Van  Wagoner  says  in  an  e-mail  that  although  his  fid 
haven't  invested  in  private  placements  for  several  years  p 

to  the  lack  oil 
nificant  discp 
versus  public  pm 
his  policy  for  lu 
ing  the  holcH 
was       develcB 
using  SEC  gi 
lines  and  was 
sistently     irr 
mented.  Plair 
contend  that 
Wagoner  resi 
marking  dowi 
private  equity  1 
ings  because  d 
so  would  force: 
to  reduce  the  fund's  net  asset  value,  turning  his  already 
2000  numbers  downright  ghastly. 

That's  why  the  SEC  is  probing  this  whole  mess.  If  a  mi 
fund's  NAV  is  off  the  mark,  then  purchasing  or  redeeming  sh 
holders  would  pay  or  receive  too  much  or  too  litde  for  their  sh 
Ernst  8c  Young  admitted  this  was  the  case,  explaining 
February  2002  letter  to  investors  that  Van  Wagoner  had  not 
complied  with  proper  valuation  procedures.  That  ha* 
stopped  the  auditor  from  signing  off  on  the  fund's  2000  res 
however.  Ernst,  still  Van  Wagoner's  accounting  firm,  is  nai 
as  a  codefendant  in  the  investors'  class  action.  Hearings  shcl 
begin  in  January  in  the  U.S.  District  Court  in  northern  Cali 
nia.  "We  look  forward  to  our  day  in  court,"  says  Van  Wagor 
The  fun  continues  with  the  fee  structure,  now  cappe. 
2%  of  assets.  Up  for  a  shareholder  vote  is  a  plan  to  link 
Wagoner's  fee  partly  to  the  Lipper  Mid-Cap  Growth  Inde 
he  beats  the  index  by  a  percentage  point,  he  gets  1.5%  for 
year.  If  he  loses  money,  he  gets  1%.  But  then  add  in  his.fi 
operation  expenses,  which  easily  exceed  0.5%.  Had  his  p 
posal  been  in  place  last  year,  when  fund  expenses  totaled  i 
million  (and  he  raked  in  a  $1.59  million  management  fee) 
would  have  received  an  extra  $100,000.  Van  Wagoner  justi 
this  by  noting  that  in  the  past  he  has  eaten  any  extra  exper 
and  not  charged  the  fund,  although  he  no  longer  intend; 
do  this  if  he  wins  the  vote. 

One  added  affront:  Should  the  new  fee  plan  pass,  the  pr 
savs  Van  Wagoner  could  stick  the  fund  with  his  legal  bills.  C 
more  reason  to  give  the  fund  a  wide  berth. 
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BEST  ROOMS 

BEST  SUITES 

BEST  CONFERENCE 
FACILITIES 

BEST  SPA 

BEST  LOCATION 


THE     ULTIMATE     WAY     OF 
DOING     BUSINESS-^    V^*™^ 


HANS  OLSSON 

CHIEF  FINANCIAL  OFFICER 


Global  Financial  Consultants 

Zurich 


Winner  of  the  Gold  Key  Award,  Excellence  in  Hospitality  Design  •  Ranked  among  the 
world's  Top  Decadent  Suites  by  Elite  Traveler  magazine  •  One  of  the  most  technologically 
advanced  executive  conference  centres  in  Singapore  •  Amnta  Spa  is  Asia's  largest,  with 
a  Spa  Academy  that  even  other  spas  'earn  from  •  Right  in  the  midst  of  the  business 
district,  shopping,  dining  and  entertainment,  with  direct  access  to  the  MRT  train  station 


Raffles  The  Plaza 


SINGAPORE 


A  Raffles  INTERNATIONAL  HOTEL 


Raffles 

INTERNATIONAL 
Hotels  &l  Resorts 


For  reservations,  please    ■■'.'.  +  65)  6R.i7  3883  or  email  reservations.plaza@raffles.com 
Raffles  International  manag         ■       ••<"•  resorts  under  Raffles  and  Swissutet  brands. 
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Funds  listed  here  must  have  a  track 
record  over  at  least  three  market 
cycles  and  $1.2  billion  in  assets  or 
a  Best  Buy  or  Honor  Roll  rating. 
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FUND/800  PHONE 


AAL  Capital  Growth  Fund-A/847-4836 

ABN  Amro/Montag  &  Caldwell  Growth-N/992-8151 

AIM  Aggressive  Growth  Fund-A/347-1919 

AIM  Basic  Vaiue  Fund-A/347-1919 

AIM  Blue  Chip-A/347-1919 

AIM  Charter  Fund-A/347-1919 

AIM  Constellation  Fund-A/347-1919 

AIM  Mid  Cap  Core  Equity-A/347-1919 

AIM  Premier  Equity  Fund-A/347-1919 

AIM  Small  Cap  Growth-A/347-1919 

AIM  Summit  Fund/347-1919 

AIM  Weingarten  Fund-A/347-1919 

AllianceBernstein  Growth  &  lnc-A/227-4618 

AllianceBernstein  Growth-A/227-4618 

AllianceBernstein  Prem  Growth-A/227-4618 

AllianceBernstein  Technology-A/227-4618 

American  Century  Equity  Growth-lnv/345-2021 

American  Century  Equity  lncome-lnv/345-2021 

American  Century  Growth-lnv/345-2021 

American  Century  Inc  &  Growth-lnv/345-2021 

American  Century  Select-lnv/345-2021 

American  Century  Ultra-lnv/345-2021 

American  Century  Value  Fund-lnv/345-2021 

American  Funds  Amcap  Fund-A/421-4120 

American  Funds  American  Mutual-A/421-4120 

American  Funds  Capital  Income  Builder-A/421-4120 

American  Funds  Fundamental  lnvestors-A/421-4120 

American  Funds  Growth  Fund  of  America-A/421-4120 

American  Funds  Investment  Co  of  America-A/421-4120 

Amen  ds  New  Economy-A/421-4120 

American  Fund  n  Mutual  lnvs-A/421-4120 

Ameristock  Fund/394  (0S4 

Ariel  Appreciation  Fui 

Ariel  Fund/292-7435 

AXP  Blue  Chip  Advantage-A/297-5300 

AXP  Diversified  Equity  Income  •  ,'297-5300 

AXP  Equity  Select-A/297  5300 


TOTAL  R  TURN 

TAX 

GRADE1 

ASSETS 

7/31/03 
(SMIL) 

WEIGHTED 

AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

(SBIL) 

MAXIMUM 
SALES 
CHARGE 

1/31/94  TO 

7/31/03 
ANNUALIZED 

LATEST 

12 
MONTHS 

9.6% 

6.9% 

1 

$2,863 

23 

$49.8 

5.50% 

♦ 

4.1 

2 

2.880 

28 

48.6 

no  load 

7.8 

8.7 

4 

2,171 

27 

3.7 

5.50 

♦ 

12.0 

1 

5,416 

26 

15.2 

5.50 

8.2 

8.3 

1 

2,878 

27 

57.7 

5.50 

7.3 

9.6 

2 

3,325 

25 

25.7 

5.50 

6.0 

ll.fi 

4 

7,554 

31 

19.8 

5.50 

12.1 

14.2 

3 

2,421 

27 

4.1 

5.50 

6.8 

6.8 

3 

9,147 

25 

48.7 

5.50 

♦ 

20.7 

1 

1,522 

32 

1.0 

closed 

6.1 
3.9 

9.9 
12.2 

4 

1,756 

27 

13.4 

plan 

4 

2,724 

32 

28.3 

5.50 

10.8 

12.7 

4 

7,346 

19 

34.9 

4.25 

5.3 

14.4 

4 

2,090 

28 

13.5 

4.25 

7.3 
10.0 

5.4 
14.4 

2 

6,157 

28 

55.7 

4.25 

2 

3,131 

41 

21.0 

4.25 

9.8 

11.1 

2 

1,297 

20 

21.6 

no  load 

♦ 

11.7 

5 

2,015 

20 

9.9 

no  load 

6.4 
10.0 

8.0 

5 

4,837 

28 

48.0 

no  load 

9.8 

2 

4,443 

19 

26.5 

no  load 

6.8 

10.6 

4 
3 

3,997 
21,823 

25 
29 

27.7 
47.5 

closed 

7.8 

9.9 

no  load 

11.6 
11.8 

9.7 

9.5 

15.7 

7.0 

4 

2,259 

19 

11.2 
17.8 

closed 

5 
5 

10,300 

30 

5.75 

9,822 

21 

24.2 

5.75 

9.7 

9.6 

5 

19,178 

18 

11.8 

5.75 

10.2 
12.4 

8.3 

4 

17.843 

24 

25.3 

5.75 

17.5 

4 

50,368 
56,231 

31 
23 
32 

23.1 

5.75 

10.7 

9.2 

5 

34.7 
16.3 

5.75 

7.2 

21.1 

4 

6,395 

5.75 

11.4 

7.2 

5 

53,718 

22 

31.5 

5.75 

♦ 

6.5 

2 

1,653 

19 

63.1 

no  load 

13.0 

12.6 

4 

1.899 

23 

6.8 

no  load 

12.8 

14.0 

5 

1,841 

26 

1.4 

no  load 

7.2 
7.6 
9.3 

7.7 

3 

1,581 

22 
23 

35.0 
10.7 

5.75 

15.8 

4 

2.171 

5.75 

11.6 

5 

1,855 

33 

4.0 

5.75 
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E 
HHMOMWK 

T0TA1   RFTIIRN 

TAX 
GRADE1 

ASSETS 
7/31/03 
(SMIL) 

WEIGHTED 

AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

($BIL) 

MAXIMUM 
SALES 
CHARGE 

ANNUAL 

EXPENSES" 

PER 

$100 

1/31/94  TO 
7/31/03 

ANNUALIZED 

LATEST 
12 

MONTHS 

AXP  Growth  Fund-A/297-5300 

5.8% 

9.0% 

1 

$3,447 

24 

$25.0 

5.75% 

$0.99 

AXP  New  Dimensions-A/297-5300 

9.1 

9.5 

3 

16,846 

25 

60.1 

5.75 

1.06 

AXP  Stock  Fund-A/297-5300 

5.9 

5.1 

4 

2,404 

26 

38.3 

5.75 
no  load 

0.92 

1.37 

Baron  Asset  Fund/992-2766 

9.2 

4.8 

2 

2,025 

31 

2.1 

Baron  Growth  Fund/992-2766 

♦ 

17.1 

3 

1,861 

31 

1.2 

9.5 

no  load 
5.50 

1.35 
1.50a 

Bear  Stearns  S&P  Stars-A/766-4111 

♦ 

11.0 

1 

1,367 

22 

BlackRock  Index  Equity-lnv  A/441-7762 

9.0 

9.8 

1 

1,455 

NA 

NA 

3.00 

no  load 

0.79a 
1.10 

Brandywine  Fund/656-3017 

8.3 

8.0 

5 

3,364 

24 

7.4 

55)Calamos  Growth-A/582-6959 

19.4 

17.9 

2 

4,113 

34 

5.1 

4.75 

1.40 

Clipper  Fund/776-5033 

14.9 

2.5 

5 

5,847 

18 

21.7 

no  load 

1.07 

Cohen  &  Steers  Realty  Shares/437-9912 

11.4 

16.8 

5 

1,453 

25 

2.9 

no  load 
4.75 

1.08a 
0.89a 

Davis  New  York  Venture-A/279-0279 

11.1 

11.2 

2 

18,688 

21 

27.2 

Delaware  Trend  Fund-A/523-1918 

9.9 

19.9 

4 

1,423 

27 

1.5 

5.75 

1.45 

Dodge  &  Cox  Stock  Fund/621-3979 

13.9 

14.3 

5 

20,729 

24 

13.7 

no  load 

0.54 

Dreyfus  Appreciation  Fund/782-6620 

10.6 

2.7 

2 

3,433 
1,354 

22 
24 

89.4 
42.4 

no  load 
no  load 

0.93 
0.20 

Dreyfus  Basic  S&P  500/782-6620 

9.5 

10.4 

2 

Dreyfus  Disciplined  Stock/782-6620 

8.5 

5.2 

2 

1,443 

24 

44.6 

no  load 

1.00 

Dreyfus  Fund/782-6620 

3.8 

6.6 

2 

1,404 

26 

50.7 

no  load 

0.80 

Dreyfus  S&P  500  Index/782-6620 

9.2 

10.1 

1 

2,572 

24 

42.4 

no  load 
closed 

0.50 
0.79 

Eaton  Vance  Tax-Managed  Growth  l.l-A/225-6265 

♦ 

7.8 

1 

3,927 

24 

25.3 

Enterprise  Growth-A/432-4320 

10.2 

3.5 

2 

1,555 

28 

47.9 

4.75 

1.49  a 

Evergreen  Special  Values-A/343-2898 

13.6 

17.6 

3 

1,290 

20 

0.6 

5.75 

1.20 

|^il Excelsior  Value  &  Restructuring/446-1012 

13.5 

16.3 

1 

2,021 

21 

9.5 
31.6 

no  load 
5.50 

0.99a 
1.18 

Federated  American  Leaders-A/341-7400 

8.8 

6.7 

2 

2,486 

19 

Federated  Capital  Appreciation-A/341-7400 

11.6 

5.7 

2 

2,587 

24 

42.4 

29.3 

2.6 

41.5 

5.50 

1.23a 

Federated  Equity  lncome-A/341-7400 

6.5 

9.3 

2 

1,358 

21 

5.50 
5.50 

1.17a 
1.95a 

Federated  Kaufmann-A/341-7400 

12.4 

24.9 

5 

4,867 

27 

Federated  Max-Cap  lndex-IS/341-7400 

9.4 

10.2 

2 

1,611 

24 

no  load 

0.34a 

Federated  Stock  Trust/341-7400 

10.0 

7.0 

4 

1,278 
9,244 

19 
30 

31.3 
27.6 

no  load 
3.50 

0.99  a 
1.36a 

Fidelity  Adv  Equity  Growth-T/877-208-0098 

8.3 

10.9 

3 

Fidelity  Adv  Equity  lncome-T/877-208-0098 

9.4 

9.5 

4 

4,315 

22 

21.0 

3.50 

1.25a 

Fidelity  Adv  Growth  &  lncome-T/877-208-0098 

♦ 

12.0 

1 

1,697 

22 

40.9 

3.50 

1.33a 

Fidelity  Adv  Growth  Opportunities-T/877-2080098 

•       4.8 

11.3 

3 

5,665 

27 

42.0 

3.50 

0.90 

Fidelity  Adv  Mid  Cap-T/877-208-0098 

♦ 

20.3 

2 

4,413 

28 

4.5 

3.50 

1.44  a 

Fidelity  Adv  Value  Strategies-T/877-208-0098 

9.3 

28.3 

4 

1,383 

21 

2.0 

3.50 

no  load 

1.38a 
0.65 
0.84 
0.75a 

Fidelity  Aggressive  Growth  Fund/544-6666 

3.7 

18.4 

4 

4,734 

30 

6.8 

Fidelity  Asset  Manager-Growth/544-6666 
Fidelity  Blue  Chip  Growth/544-6666 

6.6 
8.1 

14.0 

5 

3,479 

22 

54.0 

no  load 
no  load 

9.1 

2 

19,929 

26 

52.1 

Fidelity  Capital  Appreciation/544-6666 

8.5 

24.9 

2 

2,861 

34 

14.8 

no  load 

1.07 

Fidelity  Contrafund/544-6666 

10.9 

9.9 

4 

31,161 

26 

13.6 

no  load 
plan 

1.03 
0.48 

Fidelity  Destiny  Portfolio  1/544-6666 
Fidelity  Destiny  Portfolio  11/544-6666 

4.9 

7.0 

3,175 

27 

39.4 

9.4 

11.2 

5 

4,717 

27 

18.1 

plan 

0.61 

Fidelity  Disciplined  Equity/544-6666 

8.7 

8.4 

4 

3,398 

23 

37.1 

no  load 

1.01 

Fidelity  Dividend  Growth/544-6666 

13.3 

12.6 

3 

15,727 

22 

52.4 

no  load 

0.98a 

Fidelity  Equity-lncome/544-6666 
Fidelity  Equity-Income  11/544-6666 

9.3 
9.5 

8.9 
17.4 

4 

20,087 

22 

32.8 

no  load 

0.72a 

5 

10,675 

24 

22.0 

no  load 

0.70 

Fidelity  Fund/544-6666 

9.4 

10.2 

4 

9,579 

24 

51.6 

no  load 

0.63 

Fidelity  Growth  &  Income/544-6666 
Fidelity  Growth  Company/544-6666 
Fidelity  Independence/544-6666 

9.4 

5.2 

3 

28,296 

23 

54.1 

no  load 

0.72  a 

9.8 

21.4 

3 
5 

19,320 

35 

14.4 

no  load 

1.12 

8.5 

9.3 

4,494 

30 

14.8 

no  load 

1.07 

Fidelity  Low-Priced  Stock/544-6666 
Fidelity  Magellan  Fund/544-6666 
Fidelity  Mid-Cap  Stock/544-6666 

14.3 

15.1 

4 

19,575 

17 

1.2 

no  load 

1.03 

8.0 

8.9 

2 

62,510 

24 

59.3 

closed 

0.76  a 

♦ 

15.8 

3 

6,513 

28 

3.3 

no  load 

0.78 
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Fund  Survey 

Stock 

■ 

TOTAL  Rl 

TURN 

TAX 
GRADE' 

ASSETS 
7/31/03 
(SMIL) 

WEIGHTED 

AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

($BIL) 

MAXIMUM 
SALES 
CHARGE 

J 

r 

PERFORMANCE 
UP  DOWN 

FUND/800  PHONE 

1/31/94  TO 

7/31/03 

ANNUALIZED 

LATEST 
12 

MONTHS 

i 

A* 

D 

Fidelity  New  Millennium/544-6666 

16.8% 

12.7% 

5 

$3,007 

36 

$5.3 

closed 

A 

D 

Fidelity  OTC  Portfolio/544-6666 

8.5 

20.8 

4 

7,044 

33 

5.1 

no  load 

F 

A* 

Fidelity  Real  Estate  Investment/544-6666 

10.9 

14.8 

5 

2,235 

29 

3.0 

no  load 

A 

D 

Fidelity  Select-Biotechnology/544-6666 

10.6 

35.2 

1 

2,045 

NA 

7.5 

3.00% 

A* 

F 

Fidelity  Select- Electronics/544-6666 

17.0 

14.6 

3"- 

3,073 

NA 

8.2 

3.00 

B 

B 

Fidelity  Select-Health  Care/544-6666 

15.1 

11.1 

3 

1,955 

27 

36.6 

3.00 

A+ 

F 

Fidelity  Select-Technology/544-6666 

12.3 

35.0 

4 

2,073 

38 

24.6 

3.00 

B 

C 

Fidelity  Spartan  500  Index/544-6666 

9.6 

10.5 

1 

8,218 

24 

43.8 

no  load 

0 

A 

Fidelity  Value  Fund/544-6666 

10.3 

12.9 

4 

5,654 

24 

4.6 

no  load 

D 

B 

First  American  Equity  lncome-A/677-3863 

9.1 

8.8 

5 

1,468 

23 

38.2 

5.50 

B 

~c~ 

First  American  Equity  lndex-A/677-3863 

9.2 

10.1 

2 

2,022 

24 

42.5 

5.50 

C 

B 

First  American  Mid  Cap  Growth  Opps-A/677-3863 

8.8 

15.7 

4 

1,325 

26 

3.5 

5.50 

B 

A 

CBE&FPA  Capital  Fund/982-4372 

15.8 

26.3 

5 

829 

22 

1.5 

5.25 

0 

A* 

Franklin  Balance  Sheet  lnvest-A/342-5236 

11.4 

8.4 

2 

2,717 

18 

1.6 

closed 

A 

D 

Franklin  Capital  Growth-A/342-5236 

9.0 

12.9 

2 

1,297 

27 

19.7 

5.75 

A* 

D 

Franklin  Flex  Cap  Growth-A/342-5236 

14.0 

16.3 

1 

1,541 

32 

6.8 

5.75 

C 

B 

Franklin  Growth  Fund-A/342-5236 

8.5 

10.2 

2 

1,864 

25 

19.5 

5.75 

0 

A 

Franklin  Mutual-Beacon-A/342-5236 

11.0 

9.4 

5 

4,470 

20 

6.5 

5.75 

D 

A 

Franklin  Mutual-Qualified-A/342-5236 

11.0 

9.1 

5 

3,569 

19 

6.7 

5.75 

ma 

D 

A 

Franklin  Mutual-Shares-A/342-5236 

11.2 

8.8 

5 

8,241 

19 

9.3 

5.75 

it:- 

A* 

D 

Franklin  Small-Mid  Cap  Growth-A/342-5236 

10.6 

18.3 

1 

7,731 

28 

2.6 

5.75 

F 

A 

Franklin  Utilities  Fund-A/342-5236 

5.7 

7.8 

5 

1,551 

16 

6.9 

4.25 

:|th 

~C 

"eT 

Gabelli  Asset  Fund/422-3554 

11.0 

15.3 

4 

1,733 

23 

6.2 

no  load 

Ed 

A 

D 

Gabelli  Growth  Fund/422-3554 

8.3 

14.5 

3 

1,751 

30 

31.5 

no  load 

INK 

C 

B 

Gartmore  Nationwide-A3/848-U920 

9.2 

9.4 

5 

1,773 

24 

37.5 

5.75 

B 

C 

Goldman  Sachs  Capital  Growth-A/526-7384 

8.8 

8.8 

2 

2,089 

26 

56.3 

5.50 

51( 

B 

D 

Guardian  Park  Avenue-A/221-3253 

7.1 

7.0 

4 

1.306 

26 

45.3 

4.50 

r^; 

•D 

•B 

Hancock  Financial  lndustries-A/695-7389 

♦ 

9.5 

1 

1,364 

19 

31.5 

5.00 

i 

~D~ 

~A* 

Hancock  Regional  Bank-A/695-7389 

13.7 

7.2 

5 

2,445 

15 

9.5 

5.00 

| 

1 

D 

B 

Hancock  Sovereign  lnvestors-A/695-7389 

7.5 

5.3 

4 

1,261 

22 

59.8 

5.00 

A 

D 

Harbor  Capital  Appreciation-lnst/422-1050 

9.6 

9.1 

3 

5,818 

35 

40.4 

no  load 

•B 

•C 

Hartford  Capital  Appreciation-A/888-843-7824 

♦ 

17.7 

3 

3,909 

27 

12.8 

5.50 

M3~ 

mF 

Hartford  Dividend  &  Growth-A/888-843-7824 

♦ 

6.4 

2 

1,644 

21 

28.1 

5.50 

~^C~ 

"^c" 

Hartford  Stock  Fund-A/888-843-7824 

♦ 

8.2 

1 

1,653 

24 

60.8 

5.50 

1 

~C~ 

JL 

Heartland  Value  Fund/432-7856 

13.1 

37.4 

4 

1,463 

NA 

0.3 

no  load 

A 

D 

IDEX  Janus  Growth-A/888-233-4339 

7.2 

19.7 

3 

1,315 

35 

23.9 

5.50 

D 

B 

Invesco  Core  Equity-A/347-1919 

6.9 

9.3 

5 

2,576 

24 

35.8 

5.50 

ad 

A 

0 

Invesco  Dynamics-A/347-1919 

7.5 

18.6 

2 

3,964 

33 

6.1 

5.50 

to 

A* 

Invesco  Technology-A/347-1919 

6.0 

13.5 

1 

2.209 

43 

15.2 

5.50 

Janus  Enterprise  Fund/525-8983 

6.5 

17.4 

2 

1,863 

27 

5.5 

no  load 

B 

Janus  Fund/525-898 
Growth  &  Int. 

3 

7.5 

10.9 

3 

17,006 

31 

16.6 

no  load 

A 

ome/525-8983 

11.7 

6.9 

2 

6.166 

24 

42.9 

no  load 

A* 

Janus  Mercury  Fund/525-8983 

11.0 

16.7 

4 

5.368 

27 

23.5 

no  load 

•A 

Janu    Olympus  Fund/525-8983 

♦ 

9.6 

1 

2,706 

30 

21.7 

no  load 

~c~ 

~A~ 

Janut    mall  Cap  Vslue-lnv4/525-8983 

15.5 

12.3 

3 

3.046 

21 

1.0 

closed 

A 

D 

Janu                         Z525-8983 

9.6 

11.2 

2 

10,065 

29 

60.2 

closed 

i 

A 

D 

Janus  Vei                 J/525-8983 

8.3 

30.9 

5 

1.255 

30 

0.8 

closed 

•B 

•D 

Jennisoi   Gi                     1852 

♦ 

9.0 

2 

3,175 

35 

40.8 

5.00 

I 

~D~ 

~F 

Jennison  Utility  Fu  id  A/225-1852 

6.6 

15.1 

5 

2.366 

19 

6.8 

5.00 

C 

B 

Jensen  Portfolic          1384 

11.6 

7.8 

2 

1.557 

23 

34.0 

no  load 

B 

C 

Legg  Mason  Spi   i      nvest-F  577-8589 

11.6 

33.9 

3 

2,731 

21 

4.3 

no  load 

A 

C 

Legg  Mason  Valui 

15.9 

31.0 

3 

11,408 

18 

20.3 

no  load 

C 

B 

Liberty  Acorn  Fund-A/426-3750 

12.0 

24.0 

5 

8.137 

26 

1.2 

5.75 
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m 

litness  the  60th  Anniversary  of  D-Day 
Meet  the  Heroes.  Stand  Where 
They  Fought.  Hear  Their  Stories. 


maha  Beach  with  Pvt.  Harold  Baumgarten  who  came 
at  H-Hour  with  the  29th  Division.  Stand  on  Point-du- 
th  Sgt.  Leonard  Lomell  of  the  2nd  Rangers  and  hear 
?  disabled  the  German  artillery.  Drive  through  the 
3ws  of  Normandy  with  Staff  Sgt.  Walter  Ehlers  of  the 
ision,  a  Medal  of  Honor  recipient.  Hear  the  unmistak- 
rspective  of  Andy  Rooney,  then  a  war  correspondent,  as 
the  insights  of  leading  historians  John  Keegan  and 
t    ^^  Gerald  Astor,  among  others. 

El 

Wfo.       I  You  will  have  a  privileged  place  at  what 
'  may  be  the  last  gathering  of  the  soldiers 
^  ^  who  fought  together  to  liberate  Europe, 

p  will  set  sail  from  London's  Tower  Bridge  on  June  4th 
nd  off  the  invasion  beaches  at  first  light  on  June  5th. 
owing  days  will  feature  private  visits  to  museums  and 


■ 


■M  \  fl 


special  seating  at  commemorative  ceremonies.  Visits  will  be 
made  to  Monet's  Giverny  and  Zeebruge.  Amsterdam  and  A 
Bridge  Too  Far  will  be  our  final  destination. 

The  National  D-Day  Museum  of  New  Orleans  proudly 
presents  the  opportunity  to  experience  this  historic  occa- 
sion in  luxurious  and  intimate  surroundings.  Voted  World's 
Best  by  Conde  Nast  and  Travel  +  Leisure,  Silversea*  welcomes 
you  aboard  the  all-suite  Silver  Cloud'. 

Please  call  1-OO0-777-5523  orvisitwww.ddaymuseum.org 
for  more  information. 


THE  NATIONAL 
D-DAY  MUSEUM 
NEW  ORLEANS 


Above  and  Beyond  All  Expectations* 
www.silverseacruises.com 


Fund  Survey    Stock 

t 

PERFORMANCE 

UP  DOWN 

FUND/800  PHONE 

TnTAl  RFTURN 

TAX 

GRADE1 

ASSETS 

7/31/03 
(SMIL) 

WEIGHTED 

AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

($BIL) 

HI 
MAXIMUM 
SALES 
CHARGE 

1/31/94  TO 

7/31/03 
ANNUALIZED 

LATEST 
12 

MONTHS 

c 

B 

Liberty  Growth  &  lnc-A/426-3750 

10.8% 

4.0% 

4 

$1,873 

21 

$29.5 

5.75% 

c 

A 

Liberty  Select  Value-A/426-3750 

12.1 

5.1 

3 

1,412 

19 

4.4 

5.75 

0 

A* 

Longleaf  Partners  Fund/445-9469 

14.0 

9.5 

5 

6,110 

25 

10.5 

no  load 

D 

A 

Longleaf  Partners  Small-Cap/445-9469 

13.2 

10.4 

4 

1,962 

31 

1.2 

closed 

C 

B 

Lord  Abbett  Affiliated  Fund-A/874-3733 

10.7 

11.9 

5- 

13,048 

26 

23.7 

5.75 

D 

A* 

Lord  Abbett  Mid-Cap  Value-A/874-3733 

12.9 

9.0 

3 

4,683 

23 

3.3 

5.75 

B 

D 

MainStay  Capital  Appreciation-A/624-6782 

6.0 

4.9 

3 

1,574 

29 

36.1 

5.50 

C 

A 

Mans  &  Power  Growth  Fund/304-7404 

16.1 

12.3 

3 

1,060 

21 

11.0 

no  load 

A 

C 

Managers  Special  Equity/835-3879 

10.4 

16.9 

2 

2,543 

28 

1.0 

no  load 

B 

6 

•A 

Meridian  Value  Fund/446-6662 

♦ 

17.9 

3 

1,508 

27 

3.4 

no  load 

Merrill  Balanced  Capital-A/637-3863 

6.8 

6.6 

5 

3,316 

24 

26.2 

5.25 

D 

B 

Merrill  Basic  Value-A/637-3863 

9.3 

11.6 

5 

7,461 

23 

25.4 

5.25      • 

B 

D 

Merrill  Fundamental  Growth-A/637-3863 

8.3 

5.5 

2 

4.946 

28 

34.6 

5.25 

C 

A 

Merrill  Small  Cap  Value-A/637-3863 

13.6 

19.6 

4 

2,478 

23 

0.9 

5.25 

A 

D 

MFS  Capital  Opportunities-A/225-2606 

8.2 

10.9 

3 

2,675 

27 

23.9 

5.75 

A 

F 

MFS  Emerging  Growth-A/225-2606 

5.0 

14.8 

1 

5,122 

31 

14.7 

5.75 

A 

D 

MFS  Mass  Invest  Growth  Stock-A/225-2606 

9.6 

8.7 

3 

10,814 

29 

36.8 

5.75 

~C~ 

C 

MFS  Mass  Investors  Trust-A/225-2606 

7.9 

6.1 

2 

6,669 

24 

46.2 

5.75 

A 

D 

MFS  Mid  Cap  Growth-A/225-2606 

7.2 

20.2 

5 

1,834 

34 

5.0 

5.75 

•B 

•C 

MFS  New  Discovery-A/225-2606 

♦ 

14.4 

2 

1,313 

30 

1.2 

5.75 

~B~ 

~D~ 

MFS  Research  Fund-A/225-2606 

7.1 

8.6 

3 

3,028 

24 

38.8 

5.75 

•B 

•D 

MFS  Strategic  Growth-A/225-2606 

♦ 

16.2 

3 

1,445 

31 

29.7 

5.75 

^d~ 

^A~ 

MFS  Value-A/225-2606 

♦ 

6.2 

2 

4,906 

21 

29.9 

5.75 

~mT 

^b" 

MidCap  SPDRs/Exchange-traded 

♦ 

13.0 

1 

5,128 

23 

2.4 

no  load 

~F 

"IT 

MS  American  Opportunities-A/869-6397 

7.6 

2.8 

4 

4,809 

30 

26.7 

5.25 

D 

B 

MS  Dividend  Growth  Secs-A/869-6397 

7.6 

5.5 

4 

7,379 

22 

37.0 

5.25 

B 

B 

£ES>Muhlenkamp  Fund/860-3863 

12.7 

18.3 

1 

850 

15 

4.7 

no  load 

A 

D 

NB  Focus  Fund-lnv/877-9700 

9.8 

30.9 

4 

1,511 

21 

12.4 

no  load 

D 

A* 

NB  Genesis  Fund-lnv/877-9700 

14.0 

18.3 

2 

4.915 

23 

1.4 

closed 

C 

C 

NB  Guardian  Fund-lnv/877-9700 

5.6 

9.5 

5 

1,570 

21 

13.9 

no  load 

C 

B 

NB  Partners  Fund-lnv/877-9700 

8.4 

14.6 

4 

1,565 

23 

14.0 

no  load 

C 

C 

Nicholas  Fund/227-5987 

7.1 

8.3 

4 

2,290 

21 

8.9 

no  load 

D 

A 

Oakmark  Fund-l/625-6275 

10.0 

6.6 

4 

4.602 

19 

18.5 

no  load 

•B 

•A 

Oakmark  Select  Fund-l/625-6275 

♦ 

11.8 

3 

5,033 

21 

11.8 

closed 

~nr 

HtT 

Olstein  Financial  Alert/799-2113 

♦ 

10.5 

5 

1.465 

21 

3.4 

1.00 

~c 

~C~ 

One  Group  Diversified  Equity-A/480-4111 

7.6 

7.5 

2 

1,812 

23 

42.0 

5.25 

B 
B 

C 
•D 

One  Group  Equity  lndex-A/480-4111 

9.2 

10.0 

2 

2,682 

24 

42.3 

5.25 

One  Group  Large  Cap  Growth-A/480-4111 

♦ 

10.6 

3 

2,088 

27 

46.2 

5.25 

A 

~c~ 

One  Group  Large  Cap  Value-A/480-4111 

6.9 

9.6 

3 

1,274 

20 

27.7 

5.25 

One  Group  Mid  Cap  Growth-A/480-4111 

11.6 

12.5 

5 

2,291 

27 

3.2 

5.25 

D 

One  Group  Mid  Cap  Value-A/480-4111 

10.6 

6.6 

5 

1.578 

19 

2.3 

5.25 

A 

c 

Oppenheimer  Capital  Apprec-A5/525-7048 

11.1 

13.0 

3 

6.903 

27 

29.7 

5.75 

IJL 

Oppenbeimer  Growth  Fund-A/525-7048 

6.3 

5.5 

3 

1.603 

30 

21.9 

5.75 

C 

Oppenheimer  Main  Street-A6/525-7048 

7.4 

5.5 

3 

11,296 

21 

27.0 

5.75 

C 

c 

Oppenheimer  Total  Return-A/525-7048 

7.7 

13.5 

3 

2,560 

25 

21.6 

5.75 

C 

B 

Parnassus  Cquity  lneome/999-3505 

10.8 

14.7 

5 

493 

21 

10.3 

no  load 

A 

F 

PBHG  Growth  Funcj/433-0051 

2.4 

6.7 

2 

1,342 

34 

3.7 

no  load 

D 

~a~ 

Pennsylvania  Mutual-lnv/221-4268 

11.1 

20.0 

5 

953 

26 

0.5 

no  load 

•F 

•A 

Pimco  NFJ  Small-Cap  Value- A/426-0107 

♦ 

16.1 

2 

1.666 

17 

0.9 

5.50 
5.50 

IT 

~A~ 

Pimco  PEA  Renjiis«ance-A/426-0107 

15.1 

17.5 

5 

3.578 

NA 

4.1 

c 

C 

Pioneer  Fund-A/225-6292 

9.5 

6.0 

2 

5.742 

24 

25.4 

5.75 

D 

A 

Pioneer  Mid  Cap  Value-A/225-6292 

10.0 

15.0 

4 

1,358 

21 

4.3 

5.75 

D 

B 

Pioneer  Value-A/225-6292 

6.2 

8.7 

4 

3,461 

21 

36.2 

5.75 
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Victory 

Capital  Management 


Powerful  investment  strategies  supported  by  strong 

fundamentals.  This  is  Victory  Capital  Management.  Providing  you  the  strongest 
resources  and  expertise  to  offer  superior  long-term  risk-adjusted  returns.  How? 
Through  a  disciplined  and  repeatable  process  and  proper  diversification  with 
active  management.  And  above  all,  we  use  our  time-tested  philosophy  to  provide 
you  with  the  best  built  portfolio  —  depend  on  it. 

Responsible  risk.  Remarkable  returns." 

To  learn  more,  call  1  -877-660-4400  or  visit  VlctoryConnect.com 
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T  Rowe  Price  Small-Cap  Stock/225-5132 
T  Rowe  Price  Small-Cap  Value/225-5132 
T  Rowe  Price  Spectrum  Growth/225-5132 
T  Rowe  Price  Value  Fund/225-5132 
Putnam  Asset  Allocation  Growth-A/662-0019 
Putnam  Classic  Equity-A/662-0019 
Putnam  Discovery  Growth-A/662-0019 
Putnam  Equity  lncome-A/662-0019 
Putnam  Fund  for  Growth  &  lnc-A/662-0019 
Putnam  Growth  Opportunities-A/662-0019 
Putnam  Health  Sciences-A/662-0019 
Putnam  Investors  Fund-A/662-0019 
Putnam  New  Opportunities-A7/662-0019 
Putnam  New  Value-A/662-0019 
Putnam  OTC  &  Emerging  Growth-A/662-0019 
Putnam  Research  Fund-A/662-0019 
Putnam  Vista  Fund-A/662-0019 
Putnam  Voyager  Fund-A/662-0019 
Royce  Low  Priced  Stock-lnv/221-4268 
Royce  Premier  Fund-lnv/221-4268 
Royce  Total  Return-lnv/221-4268 
RS  Emerging  Growth/766-3863 
Russell  Diversified  Equity-S/787-7354 
Russell  Quantitative  Equity-S/787-7354 
Salomon  Brothers  Capital-A/725-6666 
Salomon  Brothers  Investors  Value-A/725-6666 
Schwab  S&P  500  Fund-Sel/435-4000 
Schwab  Small  Cap  lndex-Sel/435-4000 
Scudder  Capital  Growth  Fund-A/621-1048 
Scudder-Dreman  High  Return  Equity-A/621-1048 
Scudder  Equity  500  lndex-lnv/621-1048 
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TAX 
GRADE1 

ASSETS 
7/31/03 
(SMIL) 

WEIGHTED 

AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

(SBIL) 

MAXIMUM 
SALES 
CHARGE 

1/31/94  TO 

7/31/03 
ANNUALIZED 

LATEST 

12 
MONTHS 

10.2% 

14.5% 

1 

$6,163 

28 

$41.5 

no  load 

11.6 

12.8 

5 

,  2,282 

24 

10.0 

no  load 

10.7 

9.3 

5 

11,606 

23 

20.4 

no  load 

9.6 

10.3 

1    ' 

3,302 

24 

42.3 

no  load 

7.8 

9.8 

4  " 

1,809 

25 

33.8 

no  load 

10.0 

15.7 

5 

4,656 

28 

38.0 

no  load 

13.0 

20.6 

2 

8,135 

29 

4.0 

no  load 

♦ 

15.9 

4 

1,274 

27 

3.7 

no  load 

10.1 

31.4 

4 

4,290 

29 

1.3 

no  load 

5.7 

26.1 

4 

4,245 

40 

22.7 

no  load 

11.5 

17.2 

2 

4,296 

26 

0.9 

no  load 

12.2 

18.2 

4 

3,000 

24 

0.5 

closed 

8.2 

14.1 

4 

1,961 

26 

13.0 

no  load 

♦ 

11.4 

4 

1,343 

22 

15.5 

no  load 

♦ 

8.9 

5 

1,370 

21 

10.3 

5.75  'A 

♦ 

9.5 

3 

1,284 

20 

40.8 

5.75 

5.9 

13.7 

2 

1,641 

31 

6.3 

5.75 

10.1 

9.8 

4 

2,838 

19 

27.0 

5.75 

8.3 

9.0 

4 

20,140 

20 

38.2 

5.75 

♦ 

7.8 

1 

1,942 

28 

81.2 

5.75 

11.9 

8.1 

2 

3,867 

27 

43.8 

5.75 

7.3 

9.8 

1 

5,459 

23 

36.9 

5.75 

6.2 

14.5 

3 

9,485 

30 

9.4 

5.75 

♦ 

14.8 

4 

1,220 

19 

19.5 

5.75 

-0.3 

16.3 

4 

2,045 

32 

2.9 

5.75 

♦ 

12.7 

2 

1,691 

24 

40.3 

5.75 

7.0 

13.0 

5 

3,755 

30 

4.9 

5.75 

7.8 

7.7 

4 

18,143 

27 

43.1 

5.75 

15.2 

22.0 

2 

2,291 

27 

0.6 

no  load 

11.5 

21.7 

3 

1,233 

29 

1.2 

no  load 

13.8 

15.4 

4 

1,886 

23 

1.0 

no  load 

10.8 

23.5 

2 

1,438 

35 

1.1 

closed 

8.1 

9.9 

2 

1,356 

25 

32.8 

no  load 

9.7 

9.8 

3 

1,459 

22 

31.3 

no  load 

12.8 

18.9 

4 

1,301 

NA 

6.8 

5.75 

10.9 

12.5 

5 

1,428 

21 

27.0 

5.75 

♦ 

10.6 

1 

6,897 

24 

42.4 

no  load 

7.9 

20.7 

3 

1.511 

24 

0.7 

no  load 

6.7 

8.4 

3 

1,224 

27 

50.7 

5.75 

11.9 

6.8 

3 

4.109 

16 

23.4 

5.75 

9.6 

10.5 

3 

2.428 

24 

42.4 

no  load 

5.8 

6.9 

3 

4,915 

24 

49.9 

5.75 

7.8 

9.3 

4 

1.667 

20 

30.7 

5.75 

9.0 

25.3 

3 

1,444 

39 

33.7 

5.75 

12.0 

10.8 

2 

4,976 

21 

26.3 

no  load 

11.9 

26.1 

3 

3,783 

31 

6.6 

4.75 

15.0 

5.1 

4 

3.634 

NA 

NA 

closed 

14.0 

25.9 

1 

6,423 

30 

12.6 

5.00 

9.4 

8.4 

4 

4,595 

24 

30.2 

5.00 

8.4 

23.8 

5 

1,660 

21 

11.7 

5.00 

10.1 

13.3 

2 

3.836 

24 

14.6 

5.00 

7.8 

7.7 

3 

3.050 

26 

52.0 

5.00 

9.6 

9.9 

1 

37.448 

24 

42.4 

no  load 
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narter  People  Strategies  Offer  Antidote  to  Challenging  Business  C 


y  Richard  Stoltz 


iere  was  once  a 
ime  when  being 
lean  and  mean" 
'as  the  universal 
antidote  to  a 
challenging 
nomy.  Lean  and 
nean  doesn't  cut 
it  anymore. 


In  today's  far  more  complex,  tightly  integrated  and  e-paced  business  world,  organizations  seeking 
to  weather  current  sluggish  conditions  and  position  themselves  for  rapid  growth  need  to  be  lean  and 
smart.  That  requires  being  intelligent  about  how  to  organize,  manage  and  motivate  human  capital. 

Arbitrary  headcount  reductions  will  cut  operating  costs.  But  in  the  absence  of  a  comprehensive  plan 
to  steer  the  remaining  lean  (and  potentially  demoralized  or  traumatized)  workforce,  the  financial  gains 
may  not  only  be  short-lived,  but  they  may  jeopardize  the  organization's  future. The  alternative  is  a  more 
tightly  measured,  results-oriented  strategy  that: 

•  Makes  employees  feel  valued  and  respected 

•  Equips  employees  to  focus  on  achieving  organizational  goals 

•  Provides  workers  with  a  foundation  of  economic  security  based  upon  shared  responsibility  and 
enlightened  self-interest. 

The  good  news  is  that  the  resources  and  tools  that  allow  employers  to  incorporate  those 
practices  into  their  human  resource  and  overall  business  strategy,  conceived  and  fine-tuned  through 
many  years  of  e  perience  by  seasoned  service  providers,  are  available  today. 

In  the  follow  ng  pages,  the  market-based  solutions  of  three  dominant  players  in  the  fields 
of  employee  benefits  and  employee  relationship  management  (ERM)  will  be  described  from  a 
conceptual  per:  pective,  enabling  readers  to  gain  insights  on  opportunities  to  move  beyond  "lean 
and  mean"  to  "  san  and  smart." 


CIGNA 

As  employee  benefits  specialists, 
CIGNA  offers  a  breadth  and  depth  of 
health  and  financial  benefits  that  few  can 
equal.  Employers  can  grow  and  sustain  a 
competitive  business  with  a  choice  of 
products  and  services  that  help  support  a 
competitive  workforce.  Our  employee 
benefits  are  designed  to  not  only 
complement,  but  also  enhance  a  company's 
vision  and  values.  We  work  to  help  sup- 
port employers  and  their  employees 
around  the  world. 

We  understand  how  important  benefits 
can  be  to  attract  and  retain  the  best  people. 
By  helping  to  foster  loyalty,  build  appre- 
ciation and,  ultimately,  boost  productivity, 
employee  benefits  are  essential  to  a 
company's  success.  As  partners  in  that 
success,  we  focus  on  businesses  that 
believe  employee  benefits  are  a  key 
asset,  rather  than  a  commodity  that  is 
underappreciated  and  worse,  undervalued. 

CIGNA's  employee  benefits  portfolio 
helps  make  it  easier  for  people  to  live 
better  lives.  Our  broad  choice  of  products 
and  services  can  empower  consumers  to 
make  informed  decisions  about  their 
personal  health  and  fiscal  well-being 
and,  in  doing  so,  get  just  what  they  need. 
Backed  by  our  commitment  to  put  our 
customers  first,  we  can  deliver  on  our 
vision  —  to  enhance  and  extend  life  and 
protect  financial  security. 

CIGNA  employs  more  than  34,000 
people  worldwide.  The  company  has 
been  recognized  as  a  great  place  to  work 
by  Fortune,  Working  Mother  magazine, 
Latina  Style  magazine,  Computerworld, 
Family  Digest  magazine  and  the  National 
Association  for  Female  Executives. 

•  CIGNA  HealthCare  covers  more  than 
12  million  lives; 

•  CIGNA  Retirement  and  Investment 
Services  has  more  than  $56  billion 
in  assets  under  management. 

•  CIGNA  Group  Insurance  is  among 
the  top  ten  providers  of  group  life, 
disability  and  accident  employee 
benefit  programs. 
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Retirement  Income  Security: 

A  Foundation  for  Peace  of  Mind 


The  link  between  how  employees  feel 
about  their  employer  and  their  productivity 
on  the  job,  is  not  an  academic  matter 
for  Deanna  Miller,  vice  president  of 
Communications  and  Education  for 
CIGNA  Retirement  &  Investment 
Services.  "Coming  from  a  human 
resources  background,  I  certainly  under- 


and  can  contrast  the  results  to  th 
of  alternative  contribution  or  as 
allocation  patterns. 

Communications  are  often  accorr 
nied  by  simple  mechanisms  1 
encourage  immediate  response, 
goal  is  to  get  people  to  commit  tc 
action,  so  we  like  to  include  a  re 


"If  I'm  someone  who  has  been  participating  in  the  plan  for  five  years  but  hav| 
been  saving  enough,  I  need  something  that  explains  to  me  how  much  I  she 
be  saving,  how  I  can  make  the  changes  without  making  it  painful  on  myJ 
when  I  can  make  the  change  and  how  I  do  it." 

—  Deanna  A| 
Vice  President  of  Communications  and  Education,  CICI 


CIGNA 

A  Business  of  Caring. 


stand  that  employees  who  feel  that 
their  employer  is  looking  out  for  their 
best  interest  are  more  productive  than 
those  who  think  otherwise,"  she  says. 

As  a  result,  CIGNA  considers  it  part  of 
its  mission  to  convey  the  message  to 
plan  participants  that  this  is  a  great, 
state-of-the-art  benefit,  she  says. 

No  matter  how  state-of-the-art  the 
plan,  however,  employees  who  fail  to 
take  advantage  of  it  will  not  only  fail  to 
appreciate  the  benefit,  but  they  also 
will  be  careening  toward  a  financial  train 
wreck  in  retirement.  And  that,  Miller 
says,  is  why  CIGNA's  defined  contribution 
plans  place  a  heavy  emphasis  on  engaging 
employees  directly. 

"If  I'm  someone  who  has  been 
participating  in  the  plan  for  five  years  but 
haven't  been  saving  enough,  I  need 
something  that  explains  to  me  how 
much  I  should  be  saving,  how  I  can 
make  the  changes  without  making  it 
painful  on  myself,  when  I  can  make  the 
change  and  how  I  do  it,"  Miller  says. 

CIGNA's  targeted  communications 
can  include  projections  of  where  plan 
participants  will  wind  up  at  retirement 
under   their   current   savings    patterns 


postcard  with  a  box  they  can  checl| 
make  the  changes,"  Miller  says. 

CIGNA's  experts  work  closely  v| 
employers  to  understand  their  goals 
budget  parameters  before  suggesl 
investment  options,  matching  contribul 
amounts  and  formulas  that  will  maxinl 
not  only  employee  participation  ra| 
but  also  salary  deferral  rates. 

In  2002,  CIGNA's  average  defi 
contribution  client  saw  a  10.5%  jil 
in  employee  participation,  an  increl 
Miller  attributes  to  the  effective  corl 
nation  of  communication,  plan  de;| 
and  attractive  investment  options | 
working  in  tandem. 

CIGNA  applies  a  no-nonsense  emph  I 
on  accountability  to  its  own  perfcl 
ance.   "We're  committed  to  delive 
superior  value  and  meeting  all  our  ob  j 
fives,"  Miller  says. 

That  hasn't  been  an  issue,  howe| 
Miller   adds.    Employees   covered 
CIGNA-managed     retirement     pll 
are    making    steady    progress   tov\ 
achieving     their     long-term     finanl 
goals  —  so  that  they  can  work  rrh 
effectively  in  helping  their  employers) 
the  same. 


Are  you  giving  your  employees  the  tools 
for  retirement  that  you  would  want  for  yourself? 

At  CIGNA,  we  provide  retirement  benefits  that  satisfy  both  the  employee  and  the  benefits  manager  in 
you.The  retirement  services  we  offer  are  customized  for  your  particular  needs.  As  an  employee,  you'll  find 
investment  guidance  that  allows  you  to  tailor  your  retirement  savings  goals  to  your  individual  life-stage,  along 
with  a  roster  of  high-quality  investment  options.  As  a  benefits  manager,  you'll  find  CIGNA 
tools  that  lower  costs  and  provide  real  results,  like  increased  participation  and  higher  participant 
satisfaction.  You'll  also  find  CIGNA's  hassle-free  administration  will  make  your  job  easier. 
Because  when  things  are  working  better  for  your  employees,  you  feel  a  lot  better,  too. 

For  more  on  the  retirement,  health,  life  and  disability  benefits  that  work  for  you  ClGNA 

and  your  employees,  visit  us  at  www.cigna.corn,  A  Business  of  Caring. 
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Stacey  Lawson 

Vice  President  and  General  Manager, 
Siebel  ERM 


SIEBEL 


Siebel  Systems,  Inc.  is  a  leading  provider 
of  eBusiness  applications  software, 
enabling  corporations  to  sell  to,  market 
to  and  serve  customers  across  multiple 
channels  and  lines  of  business.  With 
more  than  3,500  customer  deployments 
worldwide,  Siebel  Systems  provides 
organizations  with  a  proven  set  of  industry- 
specific  best  practices,  CRM  applications 
and  business  processes,  empowering 
them  to  consistently  deliver  superior  cus- 
tomer experiences  and  establish  more 
profitable  customer  relationships.  Siebel 
Systems'  sales  and  service  facilities  are 
located  in  more  than  28  countries. 

Siebel  Employee  Relationship  Manage- 
ment (ERM)  helps  companies  drive 
superior  business  execution  by  rapidly 
aligning  organizations  around  key 
objectives  and  driving  business-unit  and 
employee  performance.  Based  on  the 
best  practices  of  industry-leading,  global 
organizations,  Siebel  ERM  provides 
more  than  25  rich,  out-of-the-box,  fully 
integrated  applications  for  executives, 
managers  and  employees.  Embedded 
with  hundreds  of  preconfigured  business 
:sses,  such  as  performance  manage- 
ment >loyee  self-service  and 
corp  communications, 
Siebe.  Et-  as  the  industry's 
broadesi  .  te  of  packaged 
ERM  appi.c 


For  more  infoi.    Uio 
1-800-36o 
www.sieb 


co  i*act: 


IEBCI 


eBu  iness 


Maximizing  Organizational  Productivity 
With  Employee  Relationship  Management 


Necessity  is  the  mother  of  invention 
as  the  saying  goes.  The  critical  need  at 
Siebel  Systems  for  a  powerful  and  efficient 
way  to  manage  a  variety  of  growth-related 
challenges  gave  birth  to  a  whopper: 
employee  relationship  management 
(ERM)  software. 

Interest  in  and  demand  for  Siebel's 
ERM  solution  is  thriving  at  a  time  when 
software  investment  overall  and  the 
economy  are  hardly  robust.  Today,  ERM  is 
Siebel's  fastest-growing  product  category. 

ERM  helps  companies  close  the 
strategy-execution  gap.  Many  organiza- 
tions have  a  solid  game  plan,  but  most 
struggle  with  carrying  out  the  plan. 
"This  is  an  executive-level  issue,  but 
it  hasn't  always  been  recognized  as 
one.  Now  that  budgets  are  tighter  and 
organization   headcount  much   smaller, 


says.  For  Siebel,  inventor  of 
now-ubiquitous  customer  relatiot 
management  software,  with  its  i 
on  building  and  maintaining  long- 
profitable  relationships,  ERM  w< 
natural.  Siebel  understood  that  \ 
employees  are  well  served,  custoi 
reap  the  benefits  —  better  attentic 
their  needs  and  faster  service  —  re 
ing  in  higher  customer  satisfaction 
customer  retention,  which  translat 
bottom-line  results  for  the  comf 
That  got  customers'  attention. 

ERM  software  embeds  best  prac 
and  processes  in  a  set  of  interre 
human  resource  applications  "so  o 
izations  don't  have  to  spend  time  cu:| 
building  solutions  —  a  very  riskyW 
costly  thing  to  do,"  Lawson  says. 

Siebel's     ERM     solution     din 


"[Closing  the  strategy-execution  gap]  is  an  executive-level  issue,  but  it  h 
always  been  recognized  as  one." 

—  Stacey  Lc 
Vice  President  and  General  Manager,  Siebel 


executives  are  realizing  they  need  to 
maximize  every  resource,"  says  Stacey 
Lawson,  vice  president  and  general 
manager,  Siebel  ERM. 

The  executive-level  issue  for  Siebel 
Systems  CEO  and  founder  Tom  Siebel 
in  the  late  1990s  was  finding  technology 
to  support  his  growing  workforce  so  that 
employees  would  be  able  to  represent  a 
unified  company  during  interactions 
with  Siebel  Systems'  customers  and 
partners  around  the  world.  But  the 
search  only  led  to  a  host  of  scattered 
point  technologies,  including  portals, 
content  tools  and  training  applications. 

"No  one  had  thought  about  how 
these  could  come  together  for  a  single 
view  of  the  employee  and  an  integrated 
set  of  employee  processes,"    Lawson 


addresses  performance  managerr 
employee  communications,  empli 
skills  development  and  empl< 
services.  It  also  features  an  execi 
analytics  tool  that  enables  emplo' 
to  monitor  and  analyze  the  orga 
tion's  health. 

By  leveraging  its  understand^ 
customer  needs,  Siebel  has  creati 
solution  to  empower  employee: 
meet  these  needs,  thus  dominj 
this  sector.  Siebel  has  attracted  f 
customers  across  industries  such 
financial  services,  government,  corr 
nications,  retail  and  manufacturing 
Lawson  states,  "One  shared  objei 
among  our  customers  is  the  desir 
perform  at  peak  levels,  regardles 
economic  and  political  conditions." 


] 


n  Athanasia  knows  that  business  success  depends  on  teamwork  and  commitment  to  customer 
sfaction.  That's  why  Fleet  relies  on  Siebel's  Employee  Relationship  Management  software, 
ligns  Fleet  employees  using  real-time  intelligence,  so  customers  get  the  personalized 
itions  they  want.  Sales  productivity  is  up  21%.  Cross-sell  revenues  rose  14%.  And  products 
1  per  customer  grew  16%.  Dramatic  proof  that  teams  using  Siebel  ERM  deliver  real  results. 


r  Proven  ERM.  Proven  results. 

To  learn  how  Fleet  achieved  these  results,  visit  www.siebel.com/casestudies  or  call  1-800-307-2181. 


ebel Systems,  Inc.  All  rights  reserved.  Siebel  and  the  Siebel  logo  ore  trodemuiks  of  Siebel  Systems,  Inc.,  and  may  be  registered  in  certain  jurisdictions.  Other  product  names,  designations  ond  logos  may  be  the  trademarks  of  their  respective  owners. 


ADVERTISEMENT 


Robin  Downey 

Head  of  Product  Development 

AETNA 

Date  Founded:  June  14,  1853 
Aetna  is  one  of  the  nation's  leading 
providers  of  health  care,  dental,  pharmacy, 
group  life,  disability  and  long-term  care 
products,  serving  more  than  13.0  million 
medical  members,  11.3  million  dental 
members  and  11.7  million  group  insurance 
customers,  as  of  June  30,  2003.  The 
company  has  expansive  nationwide 
networks  of  more  than  579,000  health 
care  services  providers,  including  nearly 
349,000  primary  care  and  specialist 
physicians  and  3,589  hospitals.  For  more 
information  about  Aetna,  please  visit  the 
company's  Web  site  at  www.aetna.com. 
Principal  products  relevant  to  this  special 
section:  Aetna  first  launched  a  self- 
insured  Aetna  HealthFund  product  in 
September  2001  for  large  national 
employers,  a  fully  insured  product  in  July 
2002  for  amplcyers  with  as  few  as  51 
eligible  employees,  a  fully  integrated 
pharmacy  benefit  in  January  of  2003,  and 
stand-alone  dental  and  pharmacy  products, 
as  well  as  a  long-term  care  reimburse- 
ment program,  in  July  of  2003. 

The  Aetna  HealthFund  family  of  products 
builds  off  of  Aetna's  unique  resources, 
including  one  of  the  largest  networks  of 
physicians,  dentists  hcspiials,  pharmacies 
and    health    profess!  sxt 

experience    in    c;  ient    and 

administration  of  inn  •  bene- 

fits; and  powerful  oni 
self-service  tools. 

Contact  infon. 
151  Farmington  m 
Hartford,  CT  06156  www 
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KAetri, 


Promoting  Consumerism  on  Health  Benefits 
Yields  Both  Financial  and  Intangible  Reward 


If  employers  expect  workers  to  exercise 
prudence  and  sound  judgment  in,  per- 
forming their  professional  duties,  why 
not  encourage  the  same  behavior  when 
they  spend  employee  benefit  dollars  so 
that  both  parties  can  get  the  most  out  of 
that  large  and  growing  annual  investment? 

That's  the  powerful  logic  behind 
consumer-directed  health  benefit  plan 
designs,  which  give  employees  financial 


high  on  the  list  and  often  at  the 
—  not  surprising,  given  recent  h 
cost  trends. 

And  while  savings  are  expecte 
accelerate  as  employees  build  profic 
as  empowered  consumers,  result 
Aetna's  HealthFund  clients  are  all 
evident.  Last  year,  Downey  says,  a< 
gate  HealthFund  claims  for  Aetna's 
employees  were  9%   below  the 


"Companies  believe  it's  time  for  employees  to  understand  that  health  bei 

are  valuable,  and  that  they  have  responsibilities  to  make  the  most  of  thenr 

-  Robin  Dc 
Head  of  Product  Development, 


incentives  to  shop  around  for  medical 
services,  along  with  research  tools  to 
make  those  choices.  "Companies  believe 
it's  time  for  employees  to  understand 
that  health  benefits  are  very  valuable 
and  that  they  have  responsibilities  to 
make  the  most  of  them,"  explains  Robin 
Downey,  head  of  product  development 
for  Aetna. 

Essential  consumer-directed  plan 
features  are  an  employer-paid  health 
reimbursement  account  that  is  backed 
up  with  a  more  traditional  health  benefits 
plan. The  plan  is  combined  with  a  variety 
of  educational  tools  and  resources  that 
help  members  learn  how  to  be  savvy 
health  care  consumers.  Unused  funds 
roll  over,  allowing  thrifty  employees  to 
accumulate  reserves  as  long  as  they 
remain  in  the  plan. 

Aetna,  whose  pioneering  Aetna 
HealthFund  product  line  has  already 
evolved  in  scope  and  sophistication 
since  its  2001  launch,  expects  significant 
growth  in  this  area. 

A  growing  appreciation  for  shared 
responsibility  in  employer-employee 
relations  is  only  part  of  the  answer. 
Anticipated  bottom-line  savings  is  also 


projected  prior  to  adoption  of  the  p 
Aetna's  long  history  and  m; 
strength  will  help  assure  its  leade 
in  the  growing  consumer-directed  h> 
benefits  marketplace. 

This  year,  Aetna  expanded  the  r 
of  its  HealthFund  product  line  to  inc 
dental  and  pharmacy  plans  that  ca 
added  to  the  basic  plan  or  purchased 
stand-alone  basis,  as  well  as  a  long- 
care  premium  reimbursement  prog 
As  these  plans  become  more  elabc 
Aetna's  commitment  to  consult! 
customer  relationships  becomes  al 
more  valuable.  "We  ask,  'What  are 
trying  to  accomplish?'  and  then  util 
modeling  tool  to  help  employers  pr< 
costs  based  on  different  plan  de 
assumptions,  then  decide  what  w 
best  for  them,"  Downey  says. 

■■MMMM 

EMPOWERING  PROFITABIUI 
WEB  DIRECTORY 

Aetna 
www.aetna.com 

CIGNA 

www.cigna.com 

Siebel  Systems 
www.siebel.com 
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What  can  your  company  do 

to  help  control 

health  care  costs? 


Give  your  employees 
more  control. 


When  people  are  responsible  for  their  own  health  care  costs, 
they  make  smarter  choices.  With  Aetna  HealthFund™  plans, 
employers  put  money  in  a  health  fund  for  participating 
employees.  Employees  can  use  that  money  to  pay  for  covered 
medical  services  as  they  see  fit — any  doctor,  any  hospital, 
even  alternative  therapies.  And  any  unused  portion  rolls 
over  for  them  to  use  the  following  year.  When  people  feel 
like  they  have  their  own  money  at  stake,  they're  more  likely 
to  spend  it  wisely.  For  more  information,  contact  your  broker 
or  local  Aetna  representative. 


>: 


KAetna 

Turning  Promise  into  Practice® 

Health  •  Dental  •  Disability  •  Life  •  Long  Term  Care 


www.aetna.com 


-S    0319 

3  .!003  Aetna  Inc.  Aetna  HealthFund  plans  are  offered  through  Aetna  Life  Insurance  Company. 
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TOTAL  RETURN 
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GRADE: 

ASSETS 
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WEIGHTED 

AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

($BIU 

MAXIMUM 
SALES 
CHARGE 

1/31/94  TO 

7/31/03 
ANNUALIZED 

LATEST 

12 
MONTHS 

1    B     C 

SSgA  S&P  500  Index/997-7327 

'9.6% 

10.5% 

4 

$1,803 

24 

$42.4 

no  load 

l*C   *A 

State  Street  Research  Aurora  Fund-A/882-0052 

♦ 

15.1 

1 

2,742 

24 

0.7 

closed 

1    B     D 

State  Street  Research  lnvestment-A/882-0052 

7.0 

7.7 

2 

1,419 

27 

48.7 

5.75  %  1 

C     C 

STI  Classic  Capital  Appreciation-lnv/874-4770 

7.3 

4.8 

4 

1.358 

26 

21.5 

3.75 

D     B 

Strategic  Partners  Equity  Fund-A/225-1852 

7.0 

10.6 

5- 

1,937 

29 

34.3 

5.00 

B     C 

Strong  Advisor  Common  Stock-Z/368-3863 

11.2 

23.5 

4 

1,693 

25 

4.1 

closed 

A     D 

Strong  Growth-lnv/368-3863 

10.6 

15.2 

3 

1,806 

38 

10.8 

no  load 

B     C 

Strong  Opportunity-lnv/368-3863 

10.5 

17.2 

4 

2,921 

25 

8.3 

no  load 

\~D     A 

Target  Small  Cap  Value/225-1852 

10.1 

20.4 

5 

162 

23 

1.1 

no  load 

LcT  b 

Third  Avenue  Value/443-1021 

11.5 

13.3 

3 

2,517 

26 

2.3 

no  load 

B     A 

C52E5>Thompson  Plumb  Growth  Fund/999-0887 

15.3 

21.2 

5 

657 

22 

28.4 

no  load 

l*B   -C 

Thornburg  Value  Fund-A/847-0200 

♦ 

16.4 

1 

1,735 

19 

16.7 

4.50 

pT 

flifflraVTorrav  Fund/443-3036 

13.8 

14.5 

2 

1,525 

24 

32.8 

no  load 

USAA  Income  Stock  Fund/531-8448 

7.1 

1.3 

5 

1,521 

21 

32.9 

no  load 

111 

USAA  S&P  500  lndex-Member/531-8448 

♦ 

10.2 

2 

1,999 

24 

42.4 

no  load 

Vanguard  Capital  Opportunity-lnv/662-7447 

♦ 

25.0 

2 

4,868 

28 

6.5 

no  load  r    I 

D     A 

Vanguard  Energy  Fund-lnv/662-7447 

10.2 

12.9 

4 

1,748 

28 

11.0 

no  load  r    1 

0     B 

Vanguard  Equity  lncome-lnv/662-7447 

9.8 

5.9 

4 

2,600 

22 

40.7 

no  load 

B-l-f 

Vanguard  Explorer  Fund-lnv/662-7447 

9.4 

22.5 

4 

5,162 

27 

1.2 

no  load 

Vanguard  Extended  Mkt  lndex-lnv/662-7447 

8.5 

21.5 

5 

5,325 

24 

1.5 

no  load 

\~B     C 

Vanguard  500  lndex-lnv/662-7447 

9.8 

10.5 

2 

80,759 

25 

50.7 

no  load 

B     C 

Vanguard  Growth  &  lncome-lnv/662-7447 

9.9 

8.2 

2 

5,804 

21 

41.1 

no  load 

nr  d 

Vanguard  Growth  lndex-lnv/662-7447 

10.2 

9.6 

1 

8,464 

27 

88.4 

no  load 

B     A 

Vanguard  Health  Care-lnv/662-7447 

19.4 

11.3 

5 

17,706 

24 

23.7 

no  load  r 

W^T 

Vanguard  LifeStrategy  Growth  Fund/662-7447 

♦ 

10.9 

3 

3,937 

24 

29.3 

no  load 

Vanguard  Morgan  Growth-lnv/662-7447 

9.4 

16.5 

4 

3,603 

26 

15.9 

no  load 

ItFTa1 

Vanguard  Primecap  Fund-lnv/662-7447 

13.7 

17.2 

3 

17,987 

31 

14.9 

no  load  r 

Vanguard  REIT  lndex-lnv/662-7447 

♦ 

15.4 

5 

2.898 

25 

2.3 

no  load  r 

Ic    c 

Vanguard  Small-Cap  lndex-lnv/662-7447 

8.4 

20.7 

4 

5,428 

24 

0.7 

no  load 

|»C   'B 

Vanguard  Strategic  Equity/662-7447 

♦ 

18.9 

3 

1,310 

22 

3.5 

no  load 

pF^F 

Vanguard  Tax-Managed  Capital  Apprec-lnv/662-7447 

♦ 

13.3 

1 

2,355 

26 

34.1 

no  load  r 

Vanguard  Tax  Managed  Growth  &  lnc-lnv/662-7447 

♦ 

10.6 

1 

2,023 

25 

50.7 

no  load  r 

1    B  ~C 

Vanguard  Total  Stock  Mkt  lndex-lnv/662-7447 

9.2 

12.5 

2 

33,140 

25 

29.3 

no  load 

B      D 

Vanguard  US  Growth-lnv/662-7447 

4.5 

9.0 

4 

6.869 

28 

63.4 

no  load 

Ic     B 

Vanguard  Value  lndex-lnv/662-7447 

8.9 

12.3 

4 

3,496 

22 

25.3 

no  load 

D  _B_ 

Vanguard  Windsor  Fund-lnv/662-7447 

9.5 

15.0 

5 

15,378 

21 

11.3 

no  load 

li^ 

Vanguard  Windsor  ll-lnv/662-7447 

10.3 

9.3 

5 

22,799 

21 

24.0 

no  load 

VanKampen  Aggressive  Growth-A/421-5666 

♦ 

11.5 

3 

1,335 

33 

5.4 

5.75 

I    C     A 

VanKampen  Comstock  Fund-A/421-5666 

12.0 

15.0 

5 

7,531 

20 

20.2 

5.75 

I    A'    D 

VanKampen  Emerging  Growth-A/421-5666 

9.7 

6.1 

4 

6,955 

36 

23.1 

5.75 

lii 

VanKampen  Enterprise  Fund-A/421-5666 

5.9 

5.3 

3 

1.681 

28 

31.6 

5.75 

VanKampen  Growth  &  lncome-A/421-5666 

11.1 

9.5 

5 

3.853 

23 

23.9 

5.75 

Ice 

VanKampen  Pace  Fund-A/421-5666 

5.4 

8.7 

4 

1.589 

23 

40.3 

5.75 

|c     B 

W&R  Advitors  Accumulative-A/888-923-3355 

10.2 

1.5 

5 

1,940 

28 

14.1 

5.75    ' 

lii 

W&R  Advisors  Core 
W&R  Advirois  Scie 

lnvestnent-A/888-923-3355 

8.0 

3.9 

5 

4,528 

26 

39.1 

5.75 

i     3ch-A/888-923-3355 

15.0 

9.6 

5 

1,818 

35 

6.2 

5.75 

1    B     D 

W&R  Advisors  Vanguard  Fund-A/888  923-3355 

8.3 

9.6 

3 

1,644 

35 

24.0 

5.75 

|c     A« 

Wasatch  Con  Growth/551-1700 

16.6 

10.5 

2 

1,271 

19 

1.6 

closed 

C     A 

<UU)Weitz  Panners  Value/232-4161 

14.8 

16.6 

3 

2,613 

NA 

6.9 

no  load 

|.c.c 

CSJSilWeitz  Valp  3  Fund/232-4161 

14.6 

19.1 

3 

3,766 

NA 

6.4 

no  load 

Wells  Fargo  Diversifies  Equity-A/222-i 

♦ 

9.0 

2 

1,332 

25 

27.2 

5.75 

M    A*    F 

White  Oak  G    iwth                   462-5386 

10.8 

21.4 

1 

1,890 

36 

39.4 

no  load 

I.C  *B 

WM  SAM-Conservati\e  Growth-A/222-5852 

♦ 

12.6 

4 

1,352 

23 

15.0 

5.50 
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1 

experience  •  independence  •  discipline 


INVESTMENT  MANAGEMENT  EXCELLENCE 


warn 


T.  Rowe  Price  Mutual  Funds. 

Investment  research  with  an  unobstructed  view. 


Dur  independence  has  served  T.  Rowe  Price  investors  well.  Unlike  some  financial 
service  companies  with  outside  interests,  our  only  job  is  to  look  for  the  best 
nvestments  for  you.  We  base  our  investment  choices  on  our  own  independent, 
jnbiased  research,  seeking  companies  that  add  true  long-term  value  to  our 
nutual  funds. 

^T.  Rowe  Price,  we  believe  our  investor-based  approach  to  research  gives  us  a 
:learer  view  of  the  investment  opportunity  a  company  offers  and  can  help  identify 
•isks  that  less  objective  research  may  miss.  It's  just  one  of  the  reasons  75%  of  our 
:unds  have  outperformed  their  peers.  All  funds  are  subject  to  market  risk.  While 
■esults  will  vary  and  past  performance  cannot  guarantee  future  results,  we  believe 
3ur  investment  style  offers  the  best  opportunity  for  long-term  success. 

ndependence  to  better  serve  your  investment  needs.  It's  all  part  of  investment 
"nanagement  excellence  atT.  Rowe  Price. 

-all  or  visit  our  Web  site  to  learn  more  about  the  investment  approach  of  over 
30  carefully  managed  T.  Rowe  Price  funds. 


Over  75  /O 
of  our  mutual 
funds  beat  their 
1-,  5-,  and  10-year 
Lipper  averages* 


1  -800-541-1  472 


T.RoweRice 


© 


INVEST    WITH    CONFIDENCE 


or  more  information,  including  risks,  fees,  and  expenses,  request  a  fund  profile  or  prospectus;  read  il  carefully  before  investing,  *  Based  on  total  return,  82  of  97, 58  of  73,  and  37  of  47  T.  Rowe  Price 
unds,  including  separate  share  classes,  outperformed  their  Lipper  averages  for  the  I-,  5-,  and  10-year  periods  ended  6/30/03,  respectively.  (Source  lor  data:  Lipper  Inc.)  I.  Rowe  Price  Investment 
ervices,  Inc.,  Distributor.  CAP-VIEW  067562 


Fund 


Survey. 


Foreign 
Stock 

These  funds  buy  equities  of  firms 
headquartered  outside  the  U.S. 


PERFORMANCE 
UP  DOWN 


FUND/800  PHONE 


AIM  International  Growth-A/347-1919 

American  AAdvantage  Intl  Equity-PA/388-3344 

American  Century  Intl  Discovery-lnv/345-2021 

American  Century  Intl  Growth-lnv/345-2021 

American  Funds  EuroPacific  Growth-A/421-4120 

Artisan  lnternational-lnv/344-1770 

AXP  International  Fund-A/297-5300 

Bernstein  Emerging  Markets  Value/212-756-4097 

Bernstein  Tax-Managed  Intl  Value/212-756-4097 

Wm  Blair  International  Growth-N/742-7272 

Dreyfus  Premier  Emerging  Markets-A/782-6620 

Dreyfus  Premier  Intl  Value-A/782-6620 

Evergreen  International  Equity-A/343-2898 

Federated  International  Small  Co-A/341-7400 

Fidelity  Adv  Overseas-T/877-208-0098 

Fidelity  Aggressive  International/544-6666 

Fidelity  Diversified  International/544-6666 

Fidelity  Emerging  Markets/544-6666 

Fidelity  Europe  Capital  Appreciation/544-6666 

Fidelity  Europe  Fund/544-6666 

Fidelity  Intl  Growth  &  Income/544-6666 

Fidelity  Japan  Fund/544-6666 

Fidelity  Japan  Smaller  Cos/877-208-0098 

Fidelity  Nordic/544-6666 

Fidelity  Overseas  Fund/544-6666 

Fidelity  Pacific  Basin/544-6666 

Firsl  American  lntemational-A/677-3863 

First  Eagle  Overseas-A/747-2008 

Franklin  Mutual  -European-A/342-5236 

Goldman  Sachs  intl  Equity-A/526-7384 

Harbor  international  lnv/422-1050 

Harding  Loe>'ner  International  Equity/877-435-8105 

ING  International  Value-A/992-0180 

iShai*  da  Index/t'xchange-traded 

iShares-M    CI        v.n  index/Exclumge  traded 

Janus  Ovei  F  nd/525  8983 

Julius  Baer-lntei         >nal  Equity-A/435  4659 
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TOTAL RETURI 


Ratio  scale     MSCI  EAFE  foreign  stock  price  index  (2/28/91=} 


Rising  markets 


Declining  markets 


5-YEAR 
ANNUALIZED 

UTEST 

12 
MONTHS 

-4.9% 

1.9% 

-0.2 

9.2 

2.9 

10.0 

-4.0 

0.7 

1.7 

7.6 

2.9 

1.1 

-9.3 

-0.5 

8.9 

29.6 

-0.1 

13.3 

7.9 

6.5 

10.9 

20.2 

0.3 

3.9 

-2.7 

0.5 

0.3 

12.7 

-4.0 

5.6 

0.5 

15.2 

4.0 

12.7 

0.8 

14.8 

-2.2 

1.7 

-5.7 

11.2 

1.2 

8.2 

3.1 

2.2 

13.5 

-2.5 

-2.0 

4.0 

-3.4 

6.5 

5.5 

3.8 

-3.6 

4.4 

12.6 

23.0 

7.9 

6.6 

-5.2 

2.4 

1.3 

14.7 

-1.5 

2.0 

5.0 

9.8 

5.4 

24.7 

-3.8 

-4.6 

-2.1 

3.7 

5.7 

8.9 

ASSETS 

TAX  7/31/03 

GRADE1  (SMIL) 


$1,631 

1,088 

1,032 

2,893 

28,063 

5,399 

368 

794 

3,358 

1,135 

649 

335 

1,260 

391 

1,187 

482 

9,473 

319 

384 

1,132 

1,024 

405 

466 

74 

3,042 

320 

950 

2,566 

938 

553 

4,634 

328 

2,839 

612 

1.481 

2,784 

2,157 


MEDIAN 

WEIGHTED  MARKET  MAXIMUM 

AVERAGE  CAP  SALES 

P/E  ($BIL)  CHARGE 


23 
20 
21 
22 
21 
21 
22 
NA 
15 
28 
14 
NA 
25 
20 
24 
NA 
23 
17 
20 
NA 
23 
28 
25 
20 
24 
22 
NA 
20 
13 
24 
22 
25 
NA 
24 
28 
24 
17 


$15.2 

13.4 

2.3 

19.1 

15.6 

16.2 

32.9 

NA 

13.2 

7.5 

3.7 

NA 

15.3 

1.6 

19.6 

8.0 

9.1 

6.3 

16.9 

14.8 

14.2 

6.1 

0.6 

4.8 

19.6 

10.3 

NA 

1.5 

3.9 

24.6 

17.7 

13.1 

12.5 

7.9 

10.4 

11.6 

11.6 


5.50% 
no  load 

closed 
no  load 

5.75 
no  load 

5.75 
no  load r 
no  load 
no  load 

5.75 

5.75 

5.75 

5.50 

3.50 
no  load 
no  load 
no  load 
no  load 
no  load 
no  load 
no  load 
no  load 
no  load 
no  load 
no  load 

5.50 

5.00  ' 

5.75 

5.50 
no  load 
no  load 
closed 
no  load 
no  load 
closed 
no  load 
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experience  •  independence  •  discipline 


INVESTMENT  MANAGEMENT  EXCELLENCE 


How  have  your  equity  funds 
performed  versus  their  peers? 


At  T.  Rowe  Price,  we  believe  a  consistent,  long-term 
approach  to  investing  is  essential.  That's  why  strong 
performance  versus  peers  over  time  is  one  of  the  most 
important  factors  in  choosing  a  fund.  If  your  current 
equity  funds  have  underperformed  versus  their  peers, 
maybe  it's  time  to  consider  a  switch.  The  following  are 
just  a  few  T  Rowe  Price  funds  that  have  outperformed 
their  Lipper  peers  over  the  1-,  5-,  and  10-year  periods  as 
of  6/30/03. These  funds  are  100%  no  load,  with  expenses 
well  below  the  industry  average.* 


Invests  in  well-established  companies 
STOCK  believed  to  be  poised  for  long-term  growth, 

FUND  mainly  in  the  U.S.  but  also  abroad. 

%  of  Lipper  peers  beaten 

91%  1  year 
93%  5  year 
95%       10  year 


Mutual  funds  are  subject  to  market  risk,  and  results  will 
vary  for  other  periods.  Past  performance  can't  guarantee 
future  results.  Although  these  funds'  returns  have  been 
affected  by  market  volatility  and  results  are  negative  for 
certain  periods,  we  believe  the  strong  relative  perfor- 
mance of  these  funds  makes  them  an  excellent  choice  for 
long-term  investors. 

Find  out  if  one  of  over  90T  Rowe  Price  funds  may  be  right 
for  your  goals  and  tolerance  for  risk.  Call  or  visit  our 
Web  site  to  open  an  account. 


lipper  ranked  the  funds  based  on  lotal  returns  lor  the  I  ■,  5-,  and  t 0-year  periods  through  6/30/03. 
Growth  Stock  was  ranked  58  ol  649, 23  ol  341 .  and  5  ol  91  and  Blue  Chip  Growth  was  ranked  79 
ol  649  58  ol  34I,  and  3  ol  91  large-cap  growth  funds,  respectively.  Capital  Appreciation  was 
ranked  25  ol  492.  6  of  243,  and  1 4  ol  79  multi-cap  value  funds,  respectively. 


TROWEPRICE.COM/MUTUALFUNDS 


Invests  in  leading  blue  chip 
GROWTH         companies  believed  to  be  poised 
FUND  for  long-term  growth. 

%  of  Lipper  peers  beaten 

88%  1  year 
83%  5  year 
97%       10  year 


Combines  investments  in  common  stocks 
APPRECIATION    with  fixed-income  and  other  securities  for 
FUND  long-term  capital  appreciation  potential. 

%  of  Lipper  peers  beaten 

95%  1  year 
98%  5  year 
82%        10  year 


T.RoweR-ice 


© 


INVEST    WITH    CONFIDENCE 

For  more  information,  including  risks,  fees,  and  expenses,  request  a  fund  profile  or  prospectus;  read  it  carefully  belore  investing.  *As  of  6/30/03,  the  funds'  total  expense  ratios  versus  their  Lipper 
category  averages  are  0.76%  and  0.96%  for  Growth  Stock  and  Blue  Chip  Growth,  respectively,  versus  1 .61%  for  the  large-cap  growth  lunds  category,  and  0.84%  for  Capital  Appreciation 
•versus  1 .45%  for  the  multi-cap  value  funds  category.  (Source  of  data:  Lipper  Inc.)  I.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  CAP-PROD067509 


Fund  Survey 

Foreign  Stock 

If 

1 

«E 

FUND/800  PHONE 

TOTAL  RETURN 

TAX 

GRADE1 

ASSETS 

7/31/03 
(SMIL) 

WEIGHTED 

AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

($BIL) 

MAXIMUM 
SALES 
CHARGE 

PERFORMA 
UP  DOWN 

5-YEAR 

ANNUALIZED 

LATEST 
12 

MONTHS 

C 

B 

Lazard  Emerging  Markets-Open/823-6300 

0.7% 

21.7% 

3 

$440 

NA 

$3.9 

no  load 

0 

•B 

Lazard  International  Equity-Open/823-6300 

-4.9 

7.7 

4 

.1,986 

20 

33.2 

no  load       k 

•D 

•A 

Lazard  International  Small  Cap-Open/823-6300 

1.2 

9.1 

3 

555 

NA 

NA 

no  load 

A 

•C 

Liberty  Acorn  International  Fund-A/426-3750 

0.7 

7.4 

4_ 

1,387 

18 

1.1 

5.75% 

C 

•D 

Liberty  International  Equity-A/426-3750 

-6.3 

3.6 

4   ' 

395 

26 

15.0 

5.75 

•B 

•D 

Liberty  Newport  Tiger-A/426-3750 

11.0 

7.6 

3 

340 

18 

7.6 

5.75 

•D 

•A 

Matthews  Asian  Growth  &  lnc/789-2742 

17.9 

12.7 

5 

452 

15 

4.8 

no  load 

B 

A 

Merrill  EuroFund-A/637-3863 

0.4 

6.6 

5 

597 

16 

32.1 

5.25 

~C~ 

A 

Merrill  International  Value-A/637-3863 

-0.2 

0.4 

5 

540 

17 

14.2 

5.25 

D 

A+ 

Merrill  Pacific-A/637-3863 

3.1 

2.5 

5 

503 

23 

6.4 

5.25 

•B 

•B 

MFS  Research  lnternational-A/225-2606 

0.5 

6.1 

1 

729 

22 

15.5 

5.75 

A+ 

B 

MS  European  Growth-A/869-6397 

-3.3 

3.6 

5 

853 

20 

34.5 

5.25 

D 

•B 

Nations  International  Equity-lnv  A/321-7854 

-2.7 

6.4 

4 

746 

22 

24.9 

5.75 

•A 

•A 

Nations  International  Value-lnv  A/321-7854 

6.0 

12.5 

4 

2,909 

22 

14.2 

closed 

B 

•A 

Oakmark  International  Fund-l/625-6275 

7.3 

7.6 

4 

2,439 

20 

7.7 

no  load 

•B 

•A 

Oakmark  International  Small  Cap-l/625-6275 

13.5 

8.2 

4 

422 

16 

0.5 

closed 

•D 

^c~ 

Old  Westbury-lnternational  Fund/607-2200 

-5.4 

3.0 

2 

414 

22 

20.3 

no  load 

•B 

•C 

One  Group  Diversified  lntl-A/480-4111 

-3.1 

4.4 

1 

858 

21 

11.5 

5.25 

•C 

•C 

One  Group  Intl  Equity  lndex-A/480-4111 

-3.9 

6.9 

2 

627 

22 

14.7 

5.25 

•B 

•A 

Oppenheimer  Developing  Mkts-A/525-7048 

10.5 

22.1 

4 

659 

14 

1.2 

5.75 

•A 

•D 

Oppenheimer  International  Grow-A/525-7048 

-3.5 

5.8 

2 

677 

26 

2.2 

5.75 

C 

•A 

Preferred  International  Value/662-4769 

1.7 

5.7 

5 

270 

16 

9.1 

no  load 

B 

B 

T  Rowe  Price  European  Stock/225-5132 

-4.2 

8.4 

5 

751 

23 

25.1 

no  load 

B 

C 

T  Rowe  Price  International  Discovery/225-5132 

9.3 

23.2 

4 

483 

20 

0.6 

no  load  r 

~C~ 

C 

T  Rowe  Price  International  Stock/225-5132 

-4.8 

4.5 

4 

4,598 

24 

26.4 

no  load 

C 

D 

T  Rowe  Price  New  Asia/225-5132 

9.7 

9.6 

3 

662 

15 

3.1 

no  load 

A 

B 

Putnam  Europe  Equity-An/662-0019 

-5.6 

3.6 

3 

687 

22 

23.7 

i 
5.75 

•A 

^C~ 

Putnam  Intl  Capital  Opportunities-Alz/662-0019 

3.2 

1.5 

1 

1,243 

18 

1.9 

5.75 

A* 

B 

Putnam  International  Equity-A13/662-0019 

0.3 

3.6 

3 

11.638 

21 

28.5 

5.75 

•D 

♦A 

Putnam  Intl  Growth  &  lncome-A/662-0019 

-1.6 

5.3 

5 

634 

20 

17.8 

5.75 

•A 

•D 

Putnam  Intl  New  Opportunities-A/662-0019 

-3.4 

6.1 

3 

872 

24 

14.4 

5.75 

D 

B 

Russell  Emerging  Markets-S/787-7354 

-0.9 

19.6 

3 

346 

16 

4.4 

no  load 

0 

C 

Russell  International  Securities-S/787-7354 

-3.4 

6.1 

2 

1,126 

21 

16.6 

no  load 

iza 

Ej 

Schwab  International  lndex-Sel/435-4000 

-4.1 

6.0 

2 

1,037 

21 

28.1 

no  load 

■— 

•  c 

Scudder  Greater  Europe  Growth-A/621-1048 

-6.2 

2.9 

1 

374 

17 

39.7 

5.75 

A 

•D 

Scudder  International  Equity-lnv/730-1313 

-7.5 

2.2 

1 

345 

19 

32.0 

no  load 

1    C 

D 

Scudder  International  Fund-A/621-1048 

-4.1 

1.3 

4 

1,758 

19 

33.0 

5.75 

D 

0 

SB  International  All  Cap  Growth-A/451-2010 

-9.8 

1.1 

4 

379 

24 

12.2 

5.00 

H  c 

B 

SSgA  Emerging  Markets/997-7327 

4.1 

17.9 

4 

478 

17 

6.7 

no  load 

|'C 

•B~ 

Strategic  Partners  Intl  Value-A/225-1852 

-3.4 

0.1 

2 

369 

21 

35.1 

5.00 

D 

C 

Templeton  Developing  Markets-A/342-5236 

2.9 

19.5 

3 

1,704 

12 

3.2 

5.75 

D 

Templeton  Foreign  Fund-A/342-5236 

3.3 

5.9 

5 

10.802 

18 

12.0 

5.75 

UBS  Pace  International  Eq-A/647-1568 

-5.6 

2.8 

3 

383 

24 

17.0 

5.50 

CD 

m 

UMB  Scout  WorldWide/996-2862 

0.4 

10.4 

2 

470 

23 

13.9 

no  load 

m  c 

A 

USAA  International  Fund/531-8448 

-1.8 

8.7 

2 

351 

24 

18.3 

no  load 

m  c 

B 

Vanguard  Emerging  Mkts  Stock  ldx-lnv/662-7447 

4.6 

23.7 

5 

1,331 

16 

4.4 

no  load  r 

1    B 

B 

Vanguard  L'uropean  Stock  ;ndex-lnv/662-7447 

-4.6 

8.9 

3 

5,718 

19 

35.8 

no  load 

B'A 

•B 

Vanguard  International  ^x"lorer/662-7447 

7.7 

15.0 

5 

188 

19 

0.6 

no  load 

1    B 

C 

Vanguai.i  international  Giowth-lnv/662-7447 

-2.8 

6.8 

3 

6,347 

17 

12.4 

no  load 

B    D 

B 

Vanguar.       ti  rnational  ViiJe/662-7447 

0.2 

7.9 

4 

1.309 

20 

10.9 

no  load 

B    F 

A 

Vanguard  h            Stock  lndox-lnv/662-7447 

-0.8 

1.2 

4 

2.137 

26 

8.6 

no  load 

■  •c 

•B 

Vanguard  U                        ,!idex/£62-7447 

-3.0 

8.1 

2 

3.787 

19 

18.3 

no  load 

Fa" 

D 

W&RAdviso.  ■:                     ''888-923-3355 

-7.0 

-0.8 

5 

679 

22 

25.8 

5.75 
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.amott  Orlando,  Grande  Lakes 


et  to  the  places  you  dream  of  30%  faster  than 
ith  other  leading  hotel  programs.* 

rriott  Rewards  gets  you  there  faster  because  you  need  fewer  points  to  get  to  your  dream  destination. 
h  2,300  hotels  participating,  Marriott  Rewards  offers  more  resorts,  spas,  and  golf  locations  than  any 
er  hotel  program.  What  more  could  you  dream  of? 

gn  up  at  MarriottRewards.com  or  call  1-800-367-6453. 


Earn  points  with  every  stay  at: 

Harriott 

HOTELS  &  RESORTS 


~T> 


JW  MARRIOTT. 

HOTELS  &  RESORTS 


RENAISSANCE. 

HOTELS  &  RESORTS 


COURTYARD 

AVirnott 


Residence 


SpringHill 


Harriott 


TbwnePlace 


.Mamoll 


Fairfield 


^arnoll 


Harriott  JBt  a 
VACATION  CLUB.. 

INTERNATIONAL 


Harriott 

REWARDS 


d  Ofj^seven  nights  at  Starwood,  Hilton,  Intercontinental  Hotels  Group  and  Hyatt  full-service  hotels  of  similar  quality  and  points  earned  on  dollars  spent. 
mes  standard  award  offerings  for  base  level  members  All  comparisons  are  as  of  08/03.  ©  Marriott  International,  Inc.  2003 


Fund' 


Survey, 


Global 
Stock 


These  mix  U.S.  and  foreign  stocks. 


200 


100 


50 
40 

30 

20 


Ratio  scale    S&P  500  and  MSCI  EAFE  price  index  (7/31/98=11 


Rising  markets 


Declining  markets 


,W 

1 

ill     1  i 

"^F 

1 

1 

^ 

1? 

r^m 

'98 


'99 


'00 


laiAUETUHK^      ANNUAL  ..„..„.„ 

EXPENSES  PERF0RMANU 

PER  UP  DOWN 
1-YEAR      5-YEAR-'         $100  FUND 


AIM  Global  Aggressive  Growth-A 
AIM  Global  Financial  Services-A 
AIM  Global  Growth-A 
AIM  Global  Health  Care-A 
AIM  Global  Science  &  Technology-A 
AIM  Global  Trends-A" 
AIM  Global  Utilities  Fund-A 
American  Century  Global  Gold-lnv 
American  Funds  Cap  World  Gr  &  Inc-A 
American  Funds  New  Perspective-A 
American  Funds  Smallcap  World-A 
Atlas  Global  Growth 
AXP  Global  Growth-A 
Dreyfus  Premier  WW  Growth-A 
Eaton  Vance  WW  Health  Sciences-A 
Evergreen  Global  Leaders-A 
Evergreen  Precious  Metals-A 
Exeter  World  Opportunities  Series-A 
Fidelity  Adv  Natural  Resources-T 
Fidelity  Select-Gold 
Fidelity  Worldwide  Fund 
First  Eagle  Global-A 
First  Eagle  Gold-A 
First  Investors  Global  Fund-A 
Franklin  Gold  &  Precious  Metals-A 
Franklin  Mutual -Discovery-A 

I  Fund 
Gabe!:  mmunications 

IDEX  I 

ING  Wo  c 

Invesro  /■  I  'ices-A 

Invesco  Te      . 
Janus  WorldwicJ 
Jennison  Global  Gi 
Merrill  Global  Alio 
Merrill  Global  Grow; 
Merrill  Global  SmalICa, 
Merrill  Global  Value-A 


FOOTNOTES  PAGE  212 


10.5% 
10.0 

4.0 
-3.0 
19.0 
14.4 

5.4 
40.0 
14.8 
13.4 
15.5 

8.2 

5.6 

6.4 
23.9 
-1.9 
44.9 

6.9 

6.9 
35.6 
11.3 
22.5 
39.5 

5.8 
35.0 

8.4 
10.7 
37.4 

0.4 

4.3 


-1.9% 

5.7 

-5.5 

8.8 

-16.5 

4.2 

-5.0 

13.4 

5.9 

4.1 

1.2 

5.2 

-7.4 

-2.6 

19.5 

-3.2 

16.8 

6.9 

5.4 

16.0 

0.0 

12.1 

18.6 

-3.4 

14.4 

5.4 

0.4 

0.3 

-4.5 

-1.6 

1.5 

-12.4 

-3.2 

-2.2 

8.1 

-6.6 

16.0 

-2.2 


MFS  Global  Equity-A 

MFS  Global  Growth-A 

MFS  Global  Total  Return-A 

MS  Global  Advantage-A 

MS  Global  Dividend  Growth  Secs-A 

MS  Global  Utilities-A 

Oppenheimer  Global  Fund-A 

Oppenheimer  Global  Opps-A15 

Oppenheimer  Gold  &  Special  Minerals-A 

Oppenheimer  Quest  Global  Value-A 

Pimco  RCM  Global  Healthcare-A 

Purisima  Total  Return 

Putnam  Global  Equity-A 

RS  Contrarian  Value 

Scudder  Global  Discovery-A 

Scudder  Global  Discovery-S 

Scudder  Global  Fund-A 

Scudder  Gold  &  Precious  Metals-A 

Seligman  Global  Smaller  Cos-A 

Seligman  Global  Technology-A 

SB  Hansberger  Global  Value-A 

State  Street  Research  Global  Resources-A 

Templeton  Capital  Accumulator-A 

Templeton  Global  Opportunities-A 

Templeton  Global  Smaller  Cos-A 

Templeton  Growth  Fund-A 

Templeton  World  Fund-A 

Tweedy,  Browne  Global  Value 

UBS  Global  Allocation-A 

UBS  Global  Equity-A 

USAA  Cornerstone  Strategy 

USAA  Precious  Metals  &  Minerals 

USAA  World  Growth  Fund 

Van  Eck  Intl  Investors  Gold-A 

Vanguard  Global  Equity 

Vanguard  Precious  Metals 

VanKampen  Global  Eq  Allocation-A 

VanKampen  Global  Value  Equity-A 


TOTAL  RE.1 

1-YEAR 

5-YEAR 

8.6% 

0.4% 

10.3 

0.9 

10.2 

3.2 

8.3 

-5.7 

5.6 

0.9 

4.3 

-1.1 

9.9 

5.6 

16.7 

6.3 

35.1 

14.5 

10.1 

0.1 

22.6 

15.3 

6.0 

3.0 

9.1 

-5.6 

31.9 

9.6 

17.5 

2.8 

17.8 

3.1 

6.6 

-1.9 

55.6 

16.7 

5.8 

-6.8 

15.0 

0.6 

10.7 

-2.0 

36.8 

13.8 

6.9 

1.5 

3.5 

-1.4 

12.8 

-0.3 

8.5 

5.6 

7.4 

2.2 

2.4 

4.2 

12.1 

3.9 

8.8 

-0.3 

9.4 

0.9 

47.6 

20.5 

8.6 

-2.6 

38.2 

10.3 

15.1 

6.3 

33.0 

16.9 

3.5 

-2.7 

-1.2 

-1.1 

FOR  MORE  FUNDS  GO  TO   WWW  FORGES  COV 
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ihkL 


Survey 


Balanced 

o  score  balanced  fund  market 
erformance  over  five  years,  we  use 
50/50  composite  index  of  the  S&P 
00  and  a  Merrill  Lynch  bond  index. 


130 


S&P  500  &  Merrill  corp/govt  bond  price  index  (7/31/98=100) 


Ratio  scale 


Rising  markets 


Declining  markets 


1-YEAR      5-YEAR- 


\L  Balanced  Fund-A 

M  Balanced  Fund-A 

lianceBernstein  Balanced  Shares-A 

nerican  AAdvantage  Balanced-PA 

■nerican  Century  Balanced-lnv 

Tierican  Century  Strat  Alloc-Con-lnv 

■nerican  Funds  American  Balanced-A 

nerican  Funds  Income  Fund  of  America-A 

<P  Managed  Allocation-A 

<P  Mutual  Fund-A 

srwyn  Income  Tund 

alamos  Convertible  Fund-A 

alamos  Growth  &  Income-A 

alvert  Social  Inv-Balanced-A 

Dlumbia  Balanced-A 

odge  &  Cox  Balanced  Fund 

ryden  Active  Balanced  Fund-A 

fergreen  Balanced-A 

/ergreen  Foundation  Fund-A 

delity  Adv  Balanced-T 

delity  Asset  Manager 

delity  Balanced  Fund 

delity  Convertible  Securities 

delity  Freedom  2000 

delity  Freedom  2010 

delity  Freedom  2020 

delity  Freedom  2030 

delity  Freedom  Income 

delity  Puritan  Fund 

rst  American  Balanced-A 

•anklin  Income  Fund-A 

artford  Advisers  Fund-A 

ivesco  Balanced  Fund-A 

anus  Balanced  Fund 

iberty  Asset  Allocation-A 

;berty  Fund-A 

iainStay  Convertible-A 

lainStay  Total  Return  Fund-A 
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5.1% 
6.1 

12.3 
10.8 

9.9 

6.7 
11.7 
12.2 

6.2 

9.0 
12.2 
13.5 
16.5 

7.6 

7.4 
13.7 
11.3 

6.6 

7.1 
11.8 
12.2 
14.8 
20.5 

5.9 

9.7 
12.0 
12.6 

4.9 

9.4 

7.9 
21.1 

7.4 

8.4 

4.5 

8.0 

7.0 
12.3 

8.0 


2.2% 

-1.3 
5.0 
3.2 
0.8 
4.3 
7.3 
5.1 

-1.1 

-4.2 
6.5 
8.2 

12.6 

-0.1 
1.3 
9.6 
2.4 
1.1 

-0.6 
0.1 
3.6 
5.7 
9.1 
4.7 
4.2 
2.7 
1.6 
4.7 
3.0 
0.7 
6.8 
1.2 
0.0 
4.8 
"    0.0 

-0.9 
6.0 

-0.3 


ANNUAL 

EXPENSES 

PER 

$100 

PERF0RMA 
UP  DOWN 

$1.02a 

D 

A 

1.06a 

B 

B 

1.10 

B 

A 

0.90 

C 

B 

0.90 

B 

D 

1.00 

B 

C 

0.70 

A 

C 

0.61 

A 

D 

1.01 

C 

C 

0.93 

C 

B 

0.71 

B 

C 

1.20a 

C 

C 

1.25 

C 

B 

1.25 

A 

D 

1.17 

D 

A 

0.53 

A 

D 

0.93a 

D 

B 

.0.88 

C 

C 

1.41 

B 

D 

1.23a 

A* 

F 

0.75  a 

C 

C 

0.67a 

C 

D 

0.88 

B 

D 

0.10a    I 

C 

0.10a 

A+ 

F 

0.10a 

A 

D 

0.10a 

B 

C 

0.10a 

A 

C 

0.67a 

D 

A 

1.05a 

B 

C 

0.72 

B 

B 

1.36a 

F 

A+ 

1.04 

C 

B 

0.86 

B 

B 

1.50 

D 

A+ 

1.27 

A+ 

F 

1.37 

A 

D 

1.30 

A 

C 

Al  RETURN    ,    ANNUAL 
EXPENSES 
PER 
1-YEAR      5-YEAR;         $100 


MFS  Total  Return-A 
Nations  Convertible  Secs-lnv  A 
Oakmark  Equity  &  lncome-1 
One  Group  Investor  Balanced-A 
Oppenheimer  Capital  Income-A 
Oppenheimer  Convertible  Secs-A 
Oppenheimer  Multiple  Strategies-A 
Oppenheimer  Quest  Balanced  Value-A 
Oppenheimer  Quest  Oppor  Value-A 
Pax  World  Balanced  Fund 
Phoenix-Oakhurst  Balanced  Fund-A 
T  Rowe  Price  Balanced  Fund 
T  Rowe  Price  Personal  Strategy  Bal 
Putnam  Asset  Allocation  Balanced-A 
Putnam  Asset  Allocation  Conserv-A 
Putnam  Convertible  Income-Growth-A 
George  Putnam  Fund  of  Boston-A 
Schwab  MarketTrack  Balanced 
Scudder  Balanced-S 
Scudder  Flag  Inv  Value  Builder-A 
Scudder  Lifecycle  Long  Range-lnv 
Scudder  Total  Return-A 
SB  Balanced-A 

State  St  Research  Asset  Allocation-A 
UBS  Tactical  Allocation-A 
Vanguard  Asset  Allocation-lnv 
Vanguard  Balanced  Index-lnv 
Vanguard  Convertible  Securities 
Vanguard  LifeStrategy  Conservative  Gr 
Vanguard  LifeStrategy  Moderate  Growth 
Vanguard  STAR  Fund 
Vanguard  Wellesley  Income-lnv 
Vanguard  Wellington  Fund-lnv 
VanKampen  Equity  &  Income-A 
W&R  Advisors  Asset  Strategy-A 
W&R  Advisors  Retirement-A 
Wells  Fargo  Asset  Allocation-A 
WM  SAM-Balanced-A 


7.7% 
11.1 
15.9 

8.7 
22.6 
17.9 
13.0 
21.4 

3.6 

9.5 

9.6 

9.5 
11.7 

8.1 

9.6 
23.5 

8.1 

9.2 

5.9 
18.6 

7.6 

6.1 
10.8 

8.5 

9.7 
10.8 

9.9 
23.0 

8.9 
10.0 
10.8 

6.4 

7.2 
10.3 

5.2 
16.2 

8.2 
11.2 


4.9% 

6.5 
12.2 

3.0 

2.2 

3.6 

3.6 

6.4 

0.8 

4.6 

2.9 

2.7 

3.6 

1.3 

3.1 

1.5 

2.4 

2.3 

1.0 

3.2 

1.5 

0.3 

0.3 

3.9 
-0.6 

1.9 

2.9 

6.2 

3.8 

2.4 

4.4 

6.4 

4.7 

6.5 

6.3 

1.9 

1.6 

5.8 


$0.92  a 
1.25a 
0.96 
0.48 
0.98 
0.99 
1.15 
1.51 
1.52 
0.95 
1.00 
0.82 
0.97  a 
1.15 
1.33 
1.08 
0.96 
0.50a 
0.93  a 
1.09 
1.00a 
1.05 
1.04 
1.42  a 
0.89 
0.42 
0.229 
0.95 
0.27 
0.28 
0.40 
0.31 
0.36 
0.82 
1.41 
1.21 
1.15a 
1.04 
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FuncLsu 


Survey 


no 


Ratio  scale    Merrill  Lynch  high-yield  bond  price  index  (1/31/94=11 


Junk  Bond 

These  funds  perform  more  like  stock 
funds  than  typical  bond  funds.  To  be 
graded,  junk  funds  must  be  in 
existence  over  two  full  market  cycles. 


Rising  markets 


Declining  markets 


AIM  High  Yield-A/347-1919 
American  Funds  American  High-lnc-A/421-4120 
AXP  High  Yield  Bond-A16/297-5300 
Buffalo  High-Yield  Fund/492-8332 
Columbia  High  Yield-A/547-1707 
Dryden  High  Yield  Fund-A/225-1852 
Eafon  Vance  High  lncome-B/225-6265 
Eafon  Vance  Income  Fund  of  Boston-A/225-6265 
Evergreen  High  Yield  Bond-A/343-2898 
Federated  High  Income  Bond-A/341-7400 
Fidelity  Adv  High  Inc  Adv-T/877-208-0098 
Fidelity  Capital  &  Income/544-6666 
Fidelity  High  Income/544-6666 
Franklin  AGE  High  lncome-A/342-5236 
Hancock  High  Yield  Bond-A/695-7389 
Janus  High-Yield/525-8983 
Liberty  High  Yield  Secs-A/426-3750 
Lord  Abbett  Bond  Debenture-A/874-3733 
Lutheran  Brotherhood  High  Yield-A/847-4836 
MainStay  High  Yield  Corp  Bond-A/624-6782 
Merrill  Bond-High  lncome-A/637-3863 
MFS  High  lncome-A/225-2606 
MS  High  Yield  Secs-A/869-6397 
NB  High  Income  Bond-lnv/877-9700 
Northeast  Investors  Trust/225-6704 
.':  penheimer  Champion  lncome-A/525-7048 
igh  Yield-A/525-7048 
ncf-A/227-7737 
5132 
ige-A/662-0019 
Putna  162-0019 

Salomon 
Scudder  H 
Seligman  Higl 
SB  High  Income- A 
Vanguard  High  Yield  . 
VanKampen  High  Inc  C 
W&R  Advisors  High  lnc< 


0.9% 

6.6 

3.9 

♦ 
6.6 
4.7 
4.8 
6.4 
3.8 
5.1 
5.8 
6.1 
5.6 
5.4 
5.5 

♦ 
4.3 
5.9 
2.7 
7.7 
4.2 
5.2 
-3.6 

♦ 
5.4 
5.2 
4.6 

♦ 
5.9 
3.8 
4.4 

♦ 
4.8 
2.4 
3.6 
5.9 
3.2 
5.5 


9.0% 

8.2 

7.5 

5.2 

6.5 


9.2 
8.3 
8.6 
7.2 
6.2 
7.4 
8.2 
9.6 
6.6 
8.3 
7.4 
8.4 
8.6 
8.3 
8.5 

10.7 
7.3 
7.9 
8.7 
8.4 
7.6 
8.5 
9.6 
9.3 
8.2 
8.9 
8.2 

10.0 
7.9 
9.0 
7.0 
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$1,172 

6.3 

5.3 

4.75% 

7,917 

5.4 

3.6 

3.75 

2,520 

7.1 

4.8 

4.75 

192 

7.9 

4.4 

no  load 

1,532 

4.5 

4.2 

4.75 

2,054 

6.3 

4.1 

4.00 

900 

4.0 

2.9 

5.00b 

1,280 

4.1 

6.9 

4.75 

1,084 

7.4 

4.7 

4.75 

2,025 

4.9 

3.5 

4.50 

2,327 

NA 

NA 

3.50 

3,984 

NA 

NA 

no  load 

2,507 

5.0 

NA 

no  loadr 

2,765 

7.4 

NA 

4.25 

1,026 

7.4 

3.5 

4.50 

939 

5.4 

3.8 

no  load 

727 

6.9 

3.8 

4.75 

7,177 

7.2 

4.8 

4.75 

596 

NA 

NA 

4.50 

4,179 

8.4 

4.2 

4.50 

1,888 

6.4 

NA 

4.00 

1,616 

7.2 

4.2 

4.75 

690 

7.0 

4.4 

4.25 

446 

4.9 

3.9 

no  load 

1,787 

NA 

NA 

no  load 

1.556 

4.8 

3.8 

4.75 

1.647 

4.7 

3.8 

4.75 

6,890 

7.3 

4.4 

4.50 

3,228 

7.9 

4.0 

no  loadr 

1.548 

6.1 

3.4 

4.75 

3,571 

6.2 

3.5 

closed 

1,514 

NA 

NA 

4.50 

2.577 

7.2 

5.1 

4.50 

767 

7.0 

NA 

4.75 

1,191 

7.7 

NA 

4.50 

9,237 

6.4 

4.3 

closed 

594 

6.5 

4.2 

4.75 

883 

NA 

NA 

5.75 
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I 


David  s 


t-custoi 


It's  on  demand  business.  And  it's  how  Harry  and  David  reaches* 
During  the  holidays,  sales  spike.  That's  when  Harry  and  David  needs  more  computing 
power-  enough  to  move  21,000  Web  orders  a  day.  They  worked  with  IBM  to  create 
an  on  demand  business  model,  one  that  would  lower  their  fixed-cost  base.  Now  when 
Harry  and  David  needs  more  power,  they  lease  it.  Just  for  the  season.  Which  allows 
them  to  focus  on  their  favorite  kind  of  overhead:  those  juicy  Royal  Riviera"'  Pears. 
Can  you  see  it?  It's  on  demand  business.  Get  there  with  (§>  busine 


ibm.com/ondemand 


iW 


Fund 


Survey 


Taxable 


Bond 


Investing  by  riding  the  rates. 


130 
120 
110 
100 

90 
80 

70 
60 


Ratio  scale     Merrill  Lynch  corp/govt  bond  price  index  (7/3 1/98=1' 


|  Rising  markets         |  Declining  markets 

■t^^Mflli 

'98 

'99 

'00 

'01 

'02             0| 

5-YEAR 

TOTAL      DURATION 
RETURN2     (YEARS) 


ANNUAL 

EXPENSES 

PER 

$100 


PERFORMANCE 

UP  DOWN 

FUND 


5-YEAR 

TOTAL      DURATION  I 
RETURN2     (YEARS) 


jug? 

IE 

iWMt 


AllianceBemstein  Bond-US  Govt-A 

American  Century  GNMA-lnv 

American  Century  Inflation-Adj  Bond  Inv 

American  Century  Target  2005-1 

American  Funds  Bond  Fund  of  America-A 

American  Funds  Int  Bond  Fund  of  America-A 

American  Funds  US  Govt  Securities-A 

AMF-Adjustable  Rate  Mortgage 

AXP  Diversified  Bond-A17 

AXP  Short  Duration  US  Govt-A18 

BBH  Inflation-Index  Secs-N 

Bernstein  Intermediate  Duration 

BlackRock  Core  Bond  Total  Return-lnv  A 

BlackRock  Low  Duration  Bond-lnv  A 

Calvert  Income-A 

Dodge  &  Cox  Income  Fund 

Eaton  Vance  Govt  Obligations-A 

Eaton  Vance  Prime  Rate  Reserves 

Federated  Mortgage-IS 

Federated  Ultrashort  Bond-IS 

Fidelity  Ginnie  Mae 

Fidelity  Government  Income 

Fidelity  Intermediate  Bond 

Fidelity  Investment  Grade  Bond 

Fidelity  Short-Term  Bond 

Fidelity  Spartan  Invest  Grade  Bond 

Fidelity  Strategic  Income 

First  American  Core  Bond-A 

Franklin  US  Government  Secs-A 

Goldman  Sachs  Ultra-Short  Duration  Govt-A 

Janus  Flexible  Income 

JP  Morgan  Short  Term  Bond  ll-A 

Loomis  Sayles  Bond-Ret 

Merrill  Bond-Core  Bond-A 

Merrill  US  Government  Mortgage-A 

MFS  Bond  Fund-A 

MS  US  Government  Securities-A 

Nations  Bond-lnv  A 
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One  Group  Bond  Fund-A 
One  Group  Intermediate  Bond-A 
One  Group  Ultra  Short-Term  Bond-A 
Oppenheimer  Limited  Term  Govt-A 
Oppenheimer  Strategic  Income-A 
Pimco  Low  Duration-A 
Pimco  Real  Return  Fund-A 
Pimco  Short-Term-A 
Pimco  Total  Return-A 
T  Rowe  Price  New  Income 
T  Rowe  Price  Spectrum  Income 
T  Rowe  Price  Summit  GNMA 
Putnam  Diversified  Income  Trust-A 
Putnam  Income  Fund-A 
Putnam  US  Govt  Income-A 
Scudder  GNMA  Fund-AARP 
Scudder  US  Government  Secs-A 
SB  Adjustable  Rate  Inc-SB-A 
Strong  Government  Secs-lnv 
Strong  Ultra  Short-Term  Income-lnv 
TIAA-CREF  Bond  Plus 
USAA  GNMA  Trust 
USAA  Income  Fund 
Vanguard  GNMA  Fund-lnv 
Vanguard  Intermediate  Bond  Index-lnv 
Vanguard  Intermediate  Corp-lnv 
Vanguard  Intermediate  Treasury-lnv 
Vanguard  Long-Term  Bond  Index 
Vanguard  Long-Term  Corp-lnv 
Vanguard  Long-Term  Treasury-lnv 
Vanguard  Short-Term  Bond  Index-lnv 
Vanguard  Short-Term  Corp-lnv 
Vanguard  Short-Term  Federal-lnv 
Vanguard  Short-Term  Treasury-lnv 
Vanguard  Total  Bond  Market  Index-lnv 
VanKampen  Government  Secs-A 
VanKampen  Senior  Loan-B19 
VanKampen  US  Government-A 


6.5% 

6.2 

4.8 

5.3 

4.6 

5.7 

9.1 

4.5 

6.9 

5.6 

5.6 

6.0 

3.3 

4.5 

5.5 

5.7 

5.6 

4.6 

6.5 

4.0 

6.8 

5.4 

5.9 

6.2 

7.2 

7.0 

7.4 

6.9 

6.2 

6.8 

6.2 

6.0 

6.3 

6.2 

6.3 

5.8 

2.2 

5.4 


4.3 
3.8 
0.8 
1.0 
3.7 
1.6 
7.6 
0.6 
3.9 
4.0 
NA 
2.1 
4.1 
3.7 
0.4 
0.7 
0.7 
NA 
3.9 
0.7 
4.5 
2.3 
3.8 
1.9 
6.0 
4.6 
4.6 
10.9 
10.8 
10.3 
2.4 
2.0 
1.9 
2.2 
3.8 
3.5 
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ACHIEVING  YOUR  GOALS. 


At  Lincoln  Financial  Group,  we  provide  a  broad  range  of  financial 
solutions  to  help  you  accumulate  assets,  protect  them  over  time,  then 
retire  comfortably  so  that  you  can  enjoy  the  work  of  a  lifetime.  See  your 
financial  advisor  or  call  1-877-ASK  LINCOLN.  www.LFG.com 


D  Lincoln 


Financial  Group® 

Clear  solutions  in  a  complex  world® 


K)03-Jhe  Lincoln  National  Corp.  Securities  offered  throu  )l 
ne  companies.  Lincoln  Financial  Group  is  the  marketing  n 


:  Advisors,  a  broker-dealer  (Member  SIPC).  Insurance  offered  through  Lincoln  affiliates  and  other 
itional  Corp  and  its  affiliates  1300  South  Clinton  Street,  Fort  Wayne,  IN  46802.  CRN0308-4984 


Fund 


Survey 


Ratio  scale     Lehman  Brothers  muni  bond  price  index  (7/31/98= 


Municipal 
Bond 

Tax  breaks,  fine.  But  watch  costs. 


PERFORMANCE 

UP  DOWN 

FUND 


5-YEAR 

TOTAL      DURATION 
RETURN2     (YEARS) 


D 

B 

D 

A 

D 

A 

C 

B 

C 

C 

D 

A 

D 

A 

F 

A+ 

A 

D 

A 

D 

D 

B 

B 

D 

C 

C 

A+ 

F 

D 

A 

B 

B 

C 
A 

A 
C 

A 

C 

A 

c 

D 

A 

C 

C 

C 

B 

C 

B 

D 

B 

C. 

*•■ 

D 

A 

B 

« 

C 

B 

B 

C 

D 

A 

C 

B 

A* 

F 

D 

A 

A 

D 

B 

C 

A 

D 

0 

A 

AllianceBernstein  Muni  Income-Calif-A  3.7% 
American  Funds  Amer  High-lnc  Muni  Bond-A     4.1 
American  Funds  Ltd  Term  T-E  Bond  of  Am-A       4.5 

American  Funds  Tax-Ex  Bond  of  Amer-A  4.8 

AXP  High  Yield  Tax-Exempt-A  4.2 

Bernstein  Diversified  Muni  4.6 

Bernstein  New  York  Muni  4.6 

Calvert  Tax-Free  Reserves-Ltd-A  3.6 

Dreyfus  Basic  Muni  Bond  4.6 

Dreyfus  California  Tax  Ex  Bond  4.8 

Dreyfus  Intermed  Muni  Bond  3.9 

Dreyfus  Municipal  Bond  3.4 

Dreyfus  NY  Tax  Exempt  Bond  4.5 

Eaton  Vance  National  Munis-A  4.2 

Evergreen  High  Income  Muni  Bond-A  3.9 

Fidelity  Spartan  Calif  Muni  Income  5.2 

Fidelity  Spartan  Intermed  Muni  Income  5.2 

Fidelity  Spartan  Mass  Muni  Income  5.3 

Fidelity  Spartan  Municipal  Income  5.6 

Fidelity  Spartan  NY  Muni  Income  5.6 

Fidelity  Spartan  Short-lntermed  Muni  4.6 

Franklin  Arizona  T-F  Income-A  4.0 

Franklin  Calif  Insured  T-F  Income-A  4.8 

Franklin  California  T-F  Income-A  4.5 

Franklin  Federal  T-F  Income-A  4.4 

Franklin  Florida  T-F  Income-A  4.9 

Yield  T-F  Income-A  3.4 

Frank!',.   m$i>red  T-F  Income-A  4.9 

Franklin    !ich  Ins  T-F  ipcome-A  5.1 

FrankHn  N  a  4.7 

Franklin  H\  5.0 

Frankiir-  |  i     ,     .  4.9 

Liberty  Tax      ;empt-A  4.3 

Limited  T  Yort  '.  4.1 

Merrill  Muni  ,sured-A  4.6 

Merrill  Muni  inal-A 

MFS  Municipal 
MFS  Municipal  if; 
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4.5 

NA           0 

5.1 

8.0           0 

4.0 
4.6 
4.7 
5.1 
7.8 
4.2 
4.4 
0.6 
6.0 
6.4 
5.2 
6.2 
NA 
8.4 
1.6 
7.0 
5.3 
7.1 
7.2 
7.3 
2.7 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
8.7 
4.2 
NA 
NA 

m 

7.3 


ANNUAL       „,.„,-„„... 

EXPENSES      PERF0RM' 
PER          UP  DOWt 
$100        ^ 

$0.76  a 

C 

0.77 

A 

0.70 

A* 

0.63 

B 

0.79 

B 

0.64 10  I 

A 

0.66 10  I 

C 

0.62 

B 

0.45  a 

C 

0.70 

A 

0.74  a 

C 

0.73 

C 

0.72  a 

C 

0.83 

C 

0.96  a 

B 

0.49  a    1 

D 

0.45  a 

D 

0.48  a 

D 

0.48  a 

D 

0.49  a 

A+ 

0.49 

A 

0.65 

A 

0.60 

D 

0.57 

A* 

0.60 

B 

0.61 

D 

0.62 

D 

0.64 

B 

0.64 

D 

0.65 

A 

0.60  a 

A* 

0.65 

D 

0.94 

C 

0.74 

D 

0.72 

C 

0.87 

A* 

0.56  a    1 

A 

0.84 

D 

FUND 


MS  Tax-Exempt  Securities-A 
Nations  Intermediate  Muni  Bond-lnv  A 
Nations  Short-Term  Muni  Income-lnv  A 
Nuveen  Insured  Muni  Bond-A 
Nuveen  Intermed  Duration  Muni  Bond-A 
One  Group  Municipal  Income-A 
T  Rowe  Price  Maryland  T-F  Bond 
T  Rowe  Price  T-F  High  Yield 
T  Rowe  Price  T-F  Income 
T  Rowe  Price  T-F  Short-Intermediate 
Putnam  Calif  Tax  Exempt  Inc-A 
Putnam  Municipal  Income-A 
Putnam  NY  Tax  Exempt  Inc-A 
Putnam  Tax  Exempt  Income-A 
Putnam  Tax-Free  High  Yield-A 
Rochester  Fund  Municipals-A 
Scudder  California  Tax-Free  Fund-A 
Scudder  Managed  Muni  Bonds-A 
SB  Managed  Municipals-A 
Strong  Ultra  Short-Term  Muni  Income-lnv 
Thornburg  Limited  Term  National-A 
USAA  Tax-Ex  Intermediate-Term 
USAA  Tax-Exempt  Long-Term 
USAA  Tax-Exempt  Short-Term 
Vanguard  Calif  Intermediate  T-E-lnv 
Vanguard  Calif  Long-Term  T-E-lnv 
Vanguard  Florida  Long-Term  T-E-lnv 
Vanguard  High-Yield  Tax-Exempt-lnv 
Vanguard  Insured  Long-Term  Tax-Ex-lnv 
Vanguard  Intermediate  Tax-Ex-lnv 
Vanguard  Limited  Term  Tax-Exempt-lnv 
Vanguard  Long-Term  Tax-Exempt-lnv 
Vanguard  NJ  Long-Term  Tax-Ex-lnv 
Vanguard  NY  Long-Term  Tax-Exempt-lnv 
Vanguard  Penn  Long-Term  T-E-lnv 
Vanguard  Short-Term  Tax-Exempt-lnv 
VanKampen  High  Yield  Muni-A 
VanKampen  Insured  T-F  Income-A 


5-YEAR 

TOTAL      DURATION 
RETURN2     (YEARS) 


4.8% 

4.3 

4.1 

4.5 

3.9 

3.9 

5.1 

3.6 

4.9 

4.5 

4.4 

3.7 

4.7 

4.1 

2.5 

3.8 

4.7 

5.2 

4.4 

3.3 

4.5 

4.7 

4.8 

4.3 

5.4 

5.5 

5.8 

4.8 

5.6 

5.0 

4.6 

5.2 

5.5 

5.4 

5.6 

3.7 

3.8 

4.6 


7.2 
4.5 
2.0 
NA 
4.8 
5.0 
5.6 
6.3 
5.8 
3.1 
6.0 
6.2 
5.8 
5.8 
6.2 
10.8 
6.6 
6.1 
NA 
0.7 
3.2 
4.6 
6.1 
2.0 
5.0 
6.4 
6.7 
6.5 
6.6 
4.7 
2.6 
7.1 
5.8 
5.8 
5.8 
1.1 
7.9 
6.4 


FOR  MORE  FUNDS  GO  TO:  WWW.FORBES.COM 


MTRODUCING 
MFOIMAGING... 

HOW  IMAGING  & 


INFORMATION  TECHNOLOGIES 


CONVERGE  TO  BENEFIT 


sit  www.forbes/infoimaging  today  to:  

Get  late-breaking  industry  news 

Read  about  the  companies  and  people  driving  the  industry 
Track  Forbes.com's  proprietary  "Infoimaging"  stock  Index 
Learn  about  new  technologies 
transforming  business  productivity 


YOUR  BUSINESS, 

www.forbes.com/infoimaging 

"lnfoimaging@Forbes.com  is  a  new 
section  devoted  to  helping  senior 
business  executives  understand  how 
the  continuing  convergence  of  traditional 
and  digital  imaging  or  "Infoimaging"  is 
fast-changing  the  business  landscape." 


Paul  Maidment 
Editor,  Forbes.com 


Forbes.com  introduces  a  new  editorial  section  to  report  on 
a  new  industry  that  has  emerged  from  the  converging 
worlds  of  imaging  science  and  information  technology. 
"Infoimaging"  is  your  single  source  resource  to  understand 
and  profit  from  the  companies,  technologies  and  people 
transforming  business. 


s  Engage  your  peers  in  discussions,  roundtables  and  chats 

•  Find  related  white  papers  and  research 

•  Follow  industry  conferences  and  events 


;it  yi/ww.forbes.com/infoimaging  today 


Home  Page  for  the 
World's  Business  Leaders 
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Funds  holding  U.S.  and  foreign  bonds. 
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5-YEAR 

TOTAL      DURATION 
RETURN1     (YEARS) 


B 

B 

D 

A+ 

D 

B 

C 

C 

A+ 

F 

B 

D 

B 

D 

C 

C 

B 

C 

D 

C 

B 
B 

D 

B 

A 

D 

D 

A 

C 

C 

AllianceBernstein  Americas  Govt  Inc-A 

AllianceBernstein  Emerging  Mkt  Debt-A 

AllianceBernstein  Global  Strategic  Inc-A 

AllianceBernstein  Multi-Mkt  Strategy-A 

American  Century  Intl  Bond-lnv 

American  Funds  Capital  World  Bond-A 

AXP  Global  Bond-A 

Credit  Suisse  Global  Fixed  Inc-Com 

Dryden  Global  Total  Return-A 

Eaton  Vance  Strategic  Income-A 

Evergreen  Strategic  Income-A 

Federated  Intl  High  Income-A 

FFTW  Worldwide 

Fidelity  New  Markets  Income 

Goldman  Sachs  Global  Income-A 


9.3% 
12.2 

3.9 

4.2 

5.5 

5.6 

4.7 

6.3 

3.3 

5.3 

5.7 

9.0 

5.6 
11.0 

4.8 


8.0 
NA 
8.0 
3.0 
5.1 
5.2 
4.8 
4.0 
5.7 
2.2 
5.0 
6.3 
NA 
NA 
5.7 


ANNUAL 

EXPENSES 

PER 

$100 


$1.57 
1.50 
1.53 
1.49 
0.86 
1.08 
1.34 
0.95  a 
1.46  a 
1.17 
1.19 
1.16  a 
0.60  a 
1.00  a 
1.34  a 


PERFORMANCE 

UP  DOWN 

FUND 


ISI  North  American  Govt  Bond-A 
Merrill  World  Income-A 
MFS  Strategic  Income-A 
Oppenheimer  International  Bond- 
Payden  Global  Fixed  Income-R 
T  Rowe  Price  Emerging  Mkts  Bon 
T  Rowe  Price  International  Bond 
Putnam  Global  Income-A 
Salomon  Brothers  Strategic  Bond 
Scudder  Emerging  Markets  Income-A 
Scudder  Global  Bond-A 
Standish  Mellon  Global  Fixed-Income 
Standish  Mellon  Intl  Fixed-lncome-l 
Templeton  Global  Bond-A 
UBS  Pace  Global  Fixed  Income-A 


FOR  MORE  FUNDS  GO  TO:  WWW.FORBES.COM/FUNDS 


5-YEAR 

TOTAL      DURATION 
RETURN      (YEARS) 


F     A 

Merrill  World  Income-A 

1.4 

NA 

C     C 

MFS  Strategic  Income-A 

3.9 

5.2 

C     B 

Oppenheimer  International  Bond-A 

8.5 

2.5 

C     C 

Payden  Global  Fixed  Income-R 

6.0 

6.5 

D     A 

T  Rowe  Price  Emerging  Mkts  Bond 

9.0 

6.1 

A     D 

T  Rowe  Price  International  Bond 

4.3 

4.4 

B     D 

Putnam  Global  Income-A 

4.8 

3.7 

D     B 

Salomon  Brothers  Strategic  Bond-A 

5.2 

NA 

•Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Inck  j 
end  load  that  reverts  to  distributor,  plan:  Available  only  through  monthly  contractual  plan,  r:  Distributor  may  impose  purchase  or  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  avail.  I 
efficiency  based  on  past  performance:  ranking  from  I  (best)  to  5  (worst).  Annualized,  formerly  Gartmore  Total  Return  Fund.  'Formerly  Berger  Small  Cap  Value.  'Reflects  performance  of  Oppe  ] 
Regency  prior  to  June  1991  merger.  6Formerly  Oppenheimer  Main  Street  Growth  &  Income.  'Reflects  performance  of  Information  Sciences  prior  to  March  1992  merger.  8Formerly  SB  Premium  T 
turn.  "May  impose  annual  $10  account  maintenance  fee.  l0May  impose  annual  $100  maintenance  fee.  "Formerly  Putnam  Europe  Growth.  ^Formerly  Putnam  International  Voyager.  l3Formerly  Pi 
ternational  Growth.  "Reflects  perfomance  of  Aim  Global  Consumer  Products  prior  to  August  2001  merger.  ^Formerly  Oppenheimer  Global  Growth  &  Income.  ^Formerly  AXP  Extra  Income.  l7Form< 
Bond  Fund.  '"Formerly  AXP  Federal  Income.  '"Technically  a  closed-end  fund;  Formerly  VanKampen  Prime  Rate  Income  Trust.  Sources:  Forbes;  Upper;  Morningstar. 


Fund  Family 


Select  t.iu  iiiv 


Finding  Wealth  on  the  Web 

While  the  average  global  bond  fund  listed  in  the  table  directly  above  has 
annual  expenses  of  $1.17  per  $100  in  assets,  the  two  no-load  Standish  Mel- 
lon f utidt  are  noteworthy  for  their  low  overhead; 
they  are  as  miserly  as  the  $0.59  per  $100  in 
assets  for  Si:  -national  Fixed  Income. 

Both  funds  h.  i  five-year  total  returns 

and  duration  periods  and  identical  up-  and 
down-market  grades  ol  I  respectively. 

Find  out  how  these  two  funds  differ  by 
going  to  www.forbes.ct  sing  the 

"Quotes  and  Re  roo  ^ht-hand 

side  of  the  pagi  symbol  search  on  the 

name  "Standish  /    i  can  pull  up  Morningstar  tear  sheets 

on  the  two  funds  an  c  top  five  holdings  in  each.  You'll  then 

note  that  the  Standish  Glo  >al  fund  is  heavily  into  U.S.  Treasurys  and 
agency  bonds,  while  the  bif  dings  of  Standish  Global  are  debt 


Forbes  Ratings 


AIM  Advisors 
Alliance  Capitol 
Amencan  Funds 
Berkshire  Funds 
iAmencan  Century  Inv, 

WliMlovws  users  us*  Ctrl  or  shift  to  select 

muHple 

Mm  users  use 

Forbes  Up 


.»    Bill. 


(use  oofnmj  to  M 

View  complete  list  of  'urn 
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Grade* 


obligations  of  governments  in  Europe  and  Japan. 

Our  online  tear  sheets  also  show  that  both  Standish  funds  hav  ^ 
mum  investment  requirement  of  $100,000.  If  this  amount  is  a  deal 
use  the  FORBES  fund  screener,  www.forbes.com/fundscreener,  to  fi 
global  bond  funds—or  funds  of  any  type— wi 
minimum  outlays.  The  screener  also  lets  you  sek ' 
by  up-  and  down-market  grades,  tax-  and  cost-e 
scores,  performance  and  many  other  parameter 
We've  condensed  our  fund  performance  gr; 
other  key  data  into  two  handy  PDA  e-books— i 
and  bond  funds.  Download  tl 
mation  for  free  to  your  Pal 
held  or  Windows  Pocket  PC  c 
going  to  www.forbes.com/eb 
And  see  www.forbes.corr 
our  Best  of  The  Web  content  i 
including  site  reviews  of  leac 
families,  exchange-traded  fi 
other  mutual  fund  selection ' 
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Marc  Gobe 
uthor  &  President/CEO 
lesgrippes  Gobe  Group 


Gerald  Zaltman 

Author  &  Senior  Partner 
Olson  Zaltman  Associates 


Bernd  Schmitt 

Author  &  CEO 
The  EX  Group 


A  company's  most  valuable 
asset  is  no  longer  physical." 


Scott  Bedbury,  formerly  of  Nike™  and  Starbucks'" 

Author  of  A  New  Brand  World 

PAST  SPEAKER 


Betty  Hutchins 
Eunice  Hogeveen 

Principals 
InnerViews  Inc. 


I 


J* 


Joseph  LePla 

Author  &  Principal 
Parker  LePla 


Don  Watt 


Chairman  and  CEO 
DW+Partners 


Michael  Beckerman 

Senior  Vice-President,  Marketing 
BMO  Financial  Group 


Marie  Germain 

Brand  Strategist 

Germain  Communications 

Chairperson 


In  2004,  get  the  best  return  rrom  the  brand. 
Join  the  Brand  Revival   this  November. 


and  rules  have  changed.  We've  learned  from  the  their  accomplishments  with  the  world's  biggest  brands, 
nents  of  the  80s  and  90s.  Now  it's  time  to  move  to  Discover  the  powerful  models  that  will  take  you  beyond 
rategies.  The  Brand  Revival  intro-  Vp^V       W  traditional  brand  practices— and  place 

the  foremost  thinkers  and  doers  %mJM^^**^  you  squarely  where  profits  grow  today. 

marketing   realm,   famous  for  K   t   ¥   I   ¥  i  Register  now  at  www.BrandRevival.net. 


Register  at  www.BrandRevival.net 
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MEDIA     GROUP 


Chapters 

www.chapters.ca 


EM 


MAKERS  &  BREAKERS 


For  more  financial  stats,  go  to  www.forbes.com/makers. 

Chips  Ahoy 

Electronic  products  like  Apple's  iPod  music 
players  and  Palm  handhelds  are  all  the  rage 
among  consumers.  And  fast-growing  Syn- 
opsys,  whose  software  designs  the  chips  that 
run  these  gizmos,  is  all  the  rage  among 
investors.  SYNOPSYS  (67,  SNPS)  has  seen  its 
stock  double  since  last  fall. 

Besides  a  return  to  profitability  ($105 
million,  or  $1.40  a  share,  for  the  first  three 
fiscal  quarters  ended  July  31),  Synopsys  has 
going  for  it  what  appears  to  be  terrific  sales 
momentum.  Revenue  was  up  44%  to  $860 
million  in  the  first  nine  months.  For  the  fiscal  year  ending  Oct. 
3 1 ,  the  company  is  projected  to  haul  in  $  1 .2  billion,  up  30%. 

But  these  huge  revenue  jumps  are  the  result  of  an  acquisi- 
tion binge.  Synopsys  has  bought  five  companies  since  June  2002 
for  $1.3  billion.  The  biggest  outlay  was  $1  billion  in  cash  and 
stock  for  Avant,  a  developer  of  software  that  integrates  the  tiny 
transistors  that  go  on  a  chip.  This  intricacy  complements  Syn- 
opsys' skills  at  setting  up  the  basic  architecture  of  a  chip.  Synop- 
sys also  bought  InSilicon,  which  licenses  chipmaking  patents,  for 
$75  million. 


$1,165 


Sources:  Multex  via  FactSel 
Value  Line. 


What  happens  when  the  acquisition  sp< 
is  over?  The  Center  for  Financial  Researdj 
Analysis  examined  Synopsys'  first  fiscal  qu| 
ter  (November  2002  through  January  20C 
when  reported  revenues  were  up  53%' 
$268  million.  It  concluded  that,  without  i 
Avant  and  InSilicon  additions,  Synopsys'  r 
enue  would  have  been  down  7%.  The  cer. 
had  no  figures  for  the  later  two  quarters. 

The  company  questions  the  cent* 
methodology,  saying  the  Avant-InSilic 
sales  can't  easily  be  extracted  since  they  n 
are  woven  into  Synopsys.  And  Synopsys  argues  that  then 
nothing  wrong  with  acquiring  new  products  via  buyouts. 

Jennifer  Jordan,  an  analyst  with  Wells  Fargo  Securities,  w 
ries  that  Synopsys'  "future  firepower  may  be  diminisht 
because  new  products  can't  equal  the  oomph  from  acquisitk 
like  Avant.  Its  more  recent,  small  acquisitions  have  not  dc 
much  to  swell  orders,  she  contends.  She  notes  that  Synopsy- 
trading  at  a  rich  4.2  times  her  projection  of  2004  sales.  Co 
petitor  Cadence  is  at  3. 1  times  next  year's  sales  and  Mento* 
1.9.  Short  Synopsys  and  cover  at  $50.     — Elizabeth  MacDort 
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Research  Systems; 


Dress  You  Up 

Never  underestimate  the  Material  Girl. 
Madonna's  music  is  now  also  hawking 
perfume  by  estee  lauder  (34,  EL).  The  new 
marketing  pitch,  for  the  Beyond  Paradise 
brand,  makes  Estee  one  of  the  most 
attractive  stocks  in  beauty  products,  says 
UBS  Warburg's  Andrew  McQuilling. 

The  company 
stumbled  in  fiscal 
2002  but  has  recov- 
ered nicely  in  the 
year  that  ended  June 
30,  with  sales  up  8% 
to  $5.1  billion  and 
net  income  up 
to     $32i 

Also  helping  •  ny's  pur- 

chase in  Ma;  ors  Fra- 

grances from  LVMH. 

The  prospect  of  fu  earnings 

gains  makes  the  stock  ap]  ven  at 

26  times  trailing  earnin  Mc- 

Quilling. 

— A\  istein 
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Stepping  Out 

The  Nike  swoosh  is 
again    plentiful    in 
Foot  Locker  stores. 
The  yearlong  Foot 
Locker- Nike  struggle 
over  pricing  and  pro- 
duct selection  has 
been  resolved,  and 
Nike's  Air  Force  Ones 
are  back  on  the  shoe  chain's  shelves. 
Descended  from  Woolworth  five-and-ten 
stores,  FOOT  LOCKER  (16,  FL)  now  charges 
premium  prices  for  its  footwear. 

Meanwhile,  the  3,600-store  chain  has 
managed  to  trim  costs  and  boost  net 
income  45%  to  $74  million  in  the  first 
half  despite  anemic  growth  in  sales.  That 
puts  the  chain  in  a  strong  position  once 
retailing  recovers,  says  Dennis  Rosenberg 
ot  Credit  Suisse  First  Boston. 

Foot  Locker  is  cheap,  at  14  times  trail- 
ing earnings,  compared  with  Payless 
ShoeSource  (18)  and  Dick's  Sporting 
Goods  (19).  — Brendan  Coffey 


Crudely  Put 


fi 
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The  oil  giants'  profits  are  rising  with  hig, 
oil  prices,  but  don't  expect  that  to  contir 
especially  if  Iraq  finally  gets  fully  onli 
Poised  to  fall:  chevrontexaco  (72,  CVX),  5 
Mark  Gilman,  First  Albany  analyst. 

He  estimates  ChevronTexaco  will  h 
annual  growth  in  pro- 
duction capacity  of 
1.2%  to  1.3%,  or  half 
the  expectation  for 
its  big  competitors, 
owing  to  weaker  de- 
velopment inventory 
with  an  above-average 
decline  rate.  A  $400 
million  (or  40%)  cut  in  annual  explorat 
spending  since  the  2001  merger  won't  h  I  lifl 
Gilman  sees  the  cuts  as  slow-motion  lie 
dation.  He  expects  earnings,  up  218%  to  J 
billion  in  2003's  first  half,  to  fall  30%  in  2( 

Trading  at  a  21  multiple,  Chevroi 
pricier  than  its  bigger  rivals  such 
ExxonMobil  (14).  Short  Chevron  { 
cover  at  $50.  — Christopher  Heln 
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YOU  CAN  RUN  YOUR  BUSINESS  LIKE  A  GENTLE  FOLK  SONG 


ffffif  (r 


OR  YOU  CAN  ROCK  THE  WORLD 


T  THE  PEOPLE  YOU  NEED  TO  SUCCEED. 
THE  KNOWLEDGE  YOU  NEED  TO  LEAD. 
INE  PLACE,  ON  ONE  DAY. 

Vs  Leadership  Exchange  is  a  unique  business  conference  program 
by  successful  female  entrepreneurs  with  first-hand  insight  into  the  needs 
jlished  women-led  businesses.  Whether  you  want  to  grow  from  $1  million 
lillion,  or  from  $10  million  to  $25  million,  WLE  offers  you  the  tools  and 
:ions  you  need  to  make  your  business  boom.  An  investment  of  only  one  day 
ange  the  course  of  your  business's  future.  For  more  information  call 
7.5800  or  visit  us  at  www.womensleadershipexchange.com  today. 

EMBER  17, 2003  -  ATLANTA  -  COBB  GALLERIA 
EMBER  14, 2003  -  NEW  YORK  CITY  -  SHERATON  NY 
IARY  8-11, 2004  -  PUERTO  RICO  SPA  RETREAT  - 
WYNDHAM  EL  CONQUISTADOR 


Women's 

Leadership 

Exchange" 


Sign  up  for  the  WLE  Exchange  today,  at 
www.womensleadershipexchange.com. 
It's  a  free  e-newsletter  created  to  grow 
your  business. 
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The  Patient  Invfislor  |  By  John  W.  Rogers  Jr. 

Field  of  Dreams 


WITH  THE  MAJOR  LEAGUE  PLAYOFFS  IN  SIGHT,  A 
lot  of  people  have  baseball  on  the  brain.  That's 
especially  true  for  a  fan  like  me,  who  was  ecstatic 
this  summer  when  Chicago,  my  hometown, 
played  host  to  the  All  Star  Game.  Coincidentally, 
I  just  finished  reading  a  terrific  new  book  on  the  sport,  Money- 
ball.  Author  Michael  Lewis  provides  a  fascinating  study  of  Billy 
Beane,  an  enormously  successful  if  unorthodox  general  man- 
ager. The  question  Lewis  asks:  "How  did  one  of  the  poorest 
teams  in  baseball  [financially  speaking],  the  Oakland  Athletics, 
win  so  many  games?" 

Say  what  you  want,  sports 
comparisons  are  apropos  to 
investing.  Billy  Beane's  base- 
ball wisdoms  have  an 
uncanny  connection  to  value 
investing. 

Just  like  the  value  investor 
who  shuns  the  popular  and 
expensive  growth  stocks  in 
favor  of  the  misunderstood, 
ignored  and  underfollowed 
issues — solid  companies  that 
are  under  a  cloud  for  what- 
ever reason — Billy  Beane 
searches  for  the  most  unloved 
and  unwanted  baseball  play- 
ers. His  view  is  that  "great 
prospects  flame  out,  sleepers 
become  stars."  And  the  sleep- 
ers don't  cost  much. 

For  instance,  catcher  Scott  Hatteberg  wasn't  appreciated  by 
the  Boston  Red  Sox,  who  dumped  him  when  he  suffered  an 
elbow  injury  that  ended  his  usefulness  behind  the  plate.  But 
Beane  saw  that  Hatteberg  had  hidden  hitting  talents  and  signed 
the  player  as  a  first  baseman  at  a  bargain.  Since  then  Hatteberg 
has  led  marvelously  at  bat.  Such  insights  have  allowed 

Beano,  who  took  over  the  losing  franchise  in  1997,  to  stretch  a 
meat  id  build  a  championship  contender.  As  of  last 

season  h      earn  won  more  regular  season  games  than  any  team 
other  thai;  ■!.  'Vivvs.  And  as  of  this  writing  the  A's  are 

just  one  ga]  tie  in  the  AL  West  division. 

While  Wa  iccupied  with  the  fanfare  of  fast 

pitches  and  ompanies  are  quietly  walking 

their  way  to  home 

Interpublic  Groui.  i    ing  company  for  a  large 

and  talented  colli .  tising  and  marketing  firms 

(Foote,  Cone  &  Beldi 
Colin/Harris;  Md  '•  ***- 


The  Oakland  A's 

general  manager, 

Billy  Beane,  lacks 

a  lush  payroll 

to  buy  top  talent. 

He  hires  unloved 

players  with 

hidden  skills. 

That's  a  lesson 

for  investors. 


Erickson).  As  one  of  the 
dominant,  established  globa 
giants  left  following  years 
industry  consolidation,  In' 
public  offers  one-stop  shopp 
for  a  long-standing  rostei 
blue-chip  clients. 

The  ad  company,  in  the 
for  2003's  first  half,  is  well 
sitioned  to  profit  from  be 
times.  Like  just  about  every 
else  on  Madison  Avenue,  Ini 
public  has  suffered  during  the  economic  slump.  Junk-ra 
Interpublic  has  bolstered  its  balance  sheet  by  swapping  boi 
it  may  have  been  forced  to  buy  back  in  December  for  n 
longer-term  debt.  This  has  helped  nudge  the  stock  upw 
from  $7  in  March.  Interpublic  sells  for  18  times  forward 
month  earnings  and  at  a  33%  discount  to  my  $21  estimat 
of  its  intrinsic  worth. 

Since  its  1931  founding  Baxter  International  (28,  bax) 
been  an  innovator.  It  pioneered  intravenous  solutions  in  g 
bottles,  helping  transform  hospital  medicine.  Baxter's  shf 
term  problems  have  pulled  the  stock  down  from  a  five-y 
high  of  $60  in  early  2002.  A  plasma-product  glut  has  h 
sales — which  the  company  is  addressing  by  closing  unnee* 
plasma  centers.  Baxter  also  is  cleaning  up  its  balance  sheet. 
Patient  investors  can  take  a  page  from  Billy  Beane,  v 
bases  his  drafting  decisions  on  a  player's  potential:  "There 
tendency  to  be  overly  influenced  by  a  guy's  most  recent  per), 
mance.  What  he  did  last  was  not  necessarily  what  he  would 
next,"  says  Beane.  I  am  sure  Baxter  can  overcome  its  proble 
Baxter  sells  for  15  times  trailing  earnings,  13  times  forw 
earnings  and  at  a  28%  discount  to  intrinsic  worth. 

Beane  insists  his  batters  swing  with  a  discriminating  ( 
waiting  for  the  perfect  pitch.  At  St.  Paul  Cos.  (35,  SPC)  Chief  E? 
utive  Jay  S.  Fishman  has  been  tightening  the  insurer's  unc 
writing  standards  and  last  year  restored  it  to  profitability.  It 
$1  billion  in  2001 — in  part  from  the  Sept.  1 1  terrorist  attack' 
part  from  being  spread  too  thin. 

Fishman,  imported  from  Travelers  Insurance  in  late  2( 
has  pulled  the  company  out  of  moneylosing  foreign  marl  ■ 
like  Mexico  and  from  other  troubled  operations  such  as  med 
malpractice  coverage.  Instead,  the  company  is  focusing  on  m 
fruitful  areas,  particularly  commercial  coverage  for  small ; 
medium-size  businesses.  St.  Paul's  shares  sell  for  12  times  tr  ■ 
ing  earnings,  9  times  forward  earnings  and  at  a  33%  discoun 
its  $52  intrinsic  value. 


If 


John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Managen 
Inc.,  the  adviser  to  the  Ariel  Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 
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ining  your  company  is  hard  enough. 

:orbes/IEDC  Business  Relocation  Guide  featuring  the  Corporate  Relocation  Calculator 
jes  a  faster,  smarter  way  to  make  expansion  and  relocation  decisions.  In  addition  to 
Calculator,  this  one-of-a-kind  resource  offers  instant  access  to  relocation  hot  spots, 
is  research,  conference  resources,  a  site  selection  guide  and  links  to  Business 
:ation  Guide  resources. 

ot  only  easy  —  it's  all  free  ...  from  Forbes  and  the  International  Economic  Development 
cil  —  the  one  source  for  economic  development  information.  Go  to  www.forbes.com/iedc 
live  the  Corporate  Relocation  Calculator  a  try  today.  Then  start  packing! 

act  Peter  Malloy  at  212-620-2224  for  more  information. 
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Stock  Trends  |  By  Laszln  Ririnyi  Jr. 

Back  to  the  Future 


IF  YOU  WANT  TO  CRITICIZE  TECHNICAL  ANALYSIS,  WHICH 
attempts  to  forecast  the  market  by  seeing  patterns  in  the 
random  movements  of  stock  prices,  you  ought  to  have  a 
thick  skin.  Every  time  I  bring  up  the  subject  FORBES 
winds  up  with  a  stream  of  letters  arguing  that  I  should  be 
put  out  to  pasture. 

All  investment  professionals,  no  matter  whether  they  believe 
in  technical  analysis  or  not,  are  always  looking  at  the  future. 
And  since  they  lack  supernatural  powers,  they  can  make  some 
embarrassingly  bad  calls.  I'm  no  exception.  But  regardless  of 
any  less-than-fabulous  assessments,  I  may  at  least  take  pride  in 
my  October  2002  column, 
which  began:  "The  stock  mar- 
ket has  made  a  bottom." 
Turns  out  I  was  right.  It  was  a 
hunch  based  on  experience.  I 
felt  that  all  the  bad  news, 
recent  and  pending,  had  been 
priced  into  the  market.  I 
didn't,  need  fancy  numerical 
mumbo  jumbo  to  see  that. 

The  chartists,  as  technical 
analysts  are  known,  are  gain- 
ing cachet  lately — by  default. 
That's  because  they  stay  aloof 
from  conflicts  that  bedevil 
fundamental  analysts,  who 
base  calls  on  the  likely  direc- 
tion of  a  company's  revenue 
and  earnings,  often  with  guid- 
ance from  the  company.  This  coziness,  as  embodied  by  the  likes 
of  Henry  Blodget  and  Jack  B.  Grubman,  has  brought  these  folks 
into  some  disrepute. 

And  fundamental  analysts  (they  will  be  after  my  head  next) 
have  not  helped  themselves  with  dubious  recommendations, 
even  in  a  recovering  market.  Clearly  their  most  favored  stock  is 
Microsoft.  Of  the  33  research  opinions  tracked  by  Bloomberg, 
29  are  buys.  Unfortunately,  since  this  year's  market  low  point  in 
mid-March,  just  before  the  Iraq  war  started,  the  stock  has 
underperformed.  Microsoft  is  up  13%  from  then,  while  the  S&P 
500  has  advanced  2 

Or  take  the  other  side.  One  of  the  recent  winners  has  been 
Caterpillar,  up  61  mid-March,  yet  only  5  of  the  19  Cat 

analysts  rate  it  a  buy,  and  5  of  hose  upgraded  the  stock  after  the 
earthmoving-equipnienr  m  sorted  boffo  results  July  18: 

It  had  doubled  second-quarter  earnings.  Most  analysts  follow- 
ing the  company  arc  unsure  h  -  ts  can  be  sustained  amid 
what  they  feel  is  a  shaky  out 


The  fundamental 

analysts  have 

messed  up  big  time. 

And  the  chartists 

are  peddling  snake 

oil.  So  whom  can 

you  trust  to  suss 

out  the  market's 

future  path? 


In  this  void,  nonfundamc 
tal  methods  should  be  helpl 
They  are  not,  and  they  will  cc 
tinue  to  disappoint.  You  v 
hear  things  from  the  charti 
such  as  a  $42  stock  has  res 
tance  at  $44  with  support 
$40.  This  is  not  analysis;  it  is 
tie  better  than  reading  b 
entrails.  Their  marketw? 
thoughts  are  similarly  dal 
Some  chartists  lately  are  telli 
us  that  the  Dow  Jones  industrial  average  "could"  go  to  10,000 
the  near  future.  Yes,  and  I  "could"  soon  win  $72  million  in 
Powerball  lottery. 

Chartists'  buy  and  sell  indicators  are  highly  questionab 
One  of  their  favorite  measures  today  is  the  Moving  Aven 
Convergence  Divergence,  which  supposedly  spots  when  to  tr; 
by  comparing  price  movements  between  12-  and  26-day  spa 
Still,  Bloomberg  analytics  tell  us  that  using  MACD  on  the  D 
this  year,  buying  Diamonds  (the  exchange-traded  fund  tl 
tracks  the  index)  would  have  resulted  in  17  trades  and  a  loss 
10%.  After  the  winter  prewar  market  drop,  technicians  gener? 
missed  the  March  turn.  A  number  said  then  that  a  "head 
shoulders  top" — a  sell  sign — was  developing. 

One  chartist  report,  from  Smith  Barney,  recently  bragg 
about  the  firm's  "impressive  history"  of  buy  and  sell  signals 
the  Nasdaq  index.  It  cited  seven  purchase  recommendations 
the  Nasdaq  that  had  an  average  gain  of  95%  over  holding  pe 
ods  averaging  30  months. 

Alas,  my  firm  found  that  they  didn't  compare  their  buy  s 
nals  with  their  sell  signals,  but  only  with  the  high  before  tr 
got  around  to  telling  you  to  sell.  Example:  They  claimed  th 
purchase  recommendation  in  March  1985  produced  a  62 
return  if  one  calculates  to  the  August  1987  peak.  Too  bad  tr 
waited  until  October  1987,  after  the  crash,  to  advise  sellii 
Waiting  until  then  would  have  produced  a  more  modest  169 
So  you  can't  trust  chartist  or  fundamental  analysis.  Wl 
can  you  do?  Opt  for  solid  individual  stocks  like  smokel 
tobacco  maker  UST  (33.  ust)  Philip  Morris'  woes  keep  U 
cheap  enough  to  deliver  a  nice  6%  dividend.  Or  buy  e 
change-traded  funds,  which  give  you  low-cost  diversity, 
you  think  the  bond  market  plunge  is  about  over  (I  do),  go  1 
the  iShares  Lehman  7-10  Year  Treasury  (83,  IEF).  If  you  belie 
the  tech  recovery  is  real  (I  think  tech  will  be  flat  for  a  whil 
buy  Technology  Select  Sector  spdr  Fund  (18,  XLK)  or  Nasdaq-I 
Trust  (32.  QQQ) 


look  for  heavy  machinery. 


Fbrbes 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn. -based  financial  consulting  fi 
Web  site:  www.lbirinyi.com.  Visit  his  home  page  at  www.forbes.com/birinyi. 
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Mike  Kunce,  CEO,  Armstrong  Garden  Centers 


The  bank  of  Mike 


has  banking  roots  that  go  back  to  1864 


provides  retirement  plans  so  Mike  can  nurture  his  employees 


loves  to  help  businesses  grow. 


Invest  in  you 


Commercial  Banking 

Northern  California  -  Michael  Riley,  SVP,  (415)  705-7170 
Central  Valley  -  Scott  A.  Hagel,  SVP,  (916)  321-6702 
Greater  Los  Angeles  -  Bita  Ardalan,  SVP,  (818)  595-2021 
Metro  Los  Angeles  -  Scott  Connella,  SVP,  (213)  236-4275 
Orange  County/San  Diego  -  Mary  ALUs  Curran,  SVP,  (619)  230-3374 

Small  Business  Services  - 1-866-876-7065 


Union 

Bank  of 
California 


©2003  Union  Bank  of  California,  N.A  Member  FDIC 


Fixed-tncomfi  Watch  |  By  Richard  Lehmann" 

When  Rates  Rise 


INTEREST  RATES  ARE  ON  THE  RISE  FOR  THE  FORESEEABLE 
future.  That's  what  current  market  sentiment  is  telling  us. 
In  mid- June  the  ten-year  Treasury  yielded  3.1%;  today, 
4.5%.  While  no  one  can  predict  interest  rate  trends,  the 
weather  or  the  staying  power  of  Ben's  and  Jennifer's  careers 
after  Gigli,  there  are  reasons  to  believe  that  rates  are  headed 
up — the  economic  recovery,  an  investor  migration  from  fixed- 
income  to  equities,  the  weak  dollar  and  huge  new  issues  of  Trea- 
sury debt. 

Assuming  this  is  the  end  of  the  great  bond  party  that 
began  two  decades  ago,  what  do  you  do?  Also,  where  do  you 
reinvest  the  money  from  the 


Hit  by  rate  shock? 
Yes,  you  can  still  do 

well  from  fixed- 
income  securities. 
Don't  sell  them, 
trying  to  time  the 
market.  There  are 
smarter  strategies. 


rising  wave  of  early  calls  now 
under  way? 

First,  let's  deal  with  what 
you  shouldn't  do:  Dump 
them.  Any  long-term  invest- 
ment portfolio  must  include 
fixed  income.  You  never  know 
when  the  ever-finicky  stock 
market  will  head  south  again. 
Bond  investors  felt  pretty 
smart  during  the  past  three 
years  of  stockholder  anguish. 

My  advice  is:  Resist  the 
temptation  to  overload  on 
stocks  and  stick  with  the  for- 
mula of  asset  mix  you  thought 

was  fine  just  three  months  ago.  Leave  market-timing  to  those 
whose  retirement  lifestyle  is  not  dependent  on  guessing  right. 

Here  are  some  strategies  that  aren't  mutually  exclusive  and 
can  still  deliver  the  three  things  fixed-income  investors  seek — 
income,  growth  and  safety: 

Income.  Most  fixed-income  investments  are  made  to  gener- 
ate income.  If  that's  true  for  you,  you  don't  need  to  panic  when 
bond  prices  collapse.  Your  regular  interest  or  dividend  pay- 
ments are  unaffected  by  interest  rate  swings.  Nor  is  your  princi- 
pal at  risk,  if  you  buy  high-quality  paper  and  hold  to  maturity 
(or  earlier  redemption). 

You  can  do  better  than  the  paltry  yields  afforded  by  certifi- 
cates of  deposit  and  money  market  accounts.  Look  for  bonds 
and  preferreds  that  arc  likely  to  be  called  within  a  year.  These 
will  be  priced  on  a  yield-to-call  basis,  which  is  higher  than  CD 
rates.  If  the  bond  is  called,  you  do  better  than  you  could  with  an 
alternative  short-term  investment  If  they  are  not  called  right 
away,  you  get  the  full  coupon  yield  for  that  much  longer.  As 
long  as  a  call  remains  'ikely,  they  will  trade  close  to  the  call 
price.  Hence,  they  pi  som<    >rotection  against 

price  erosion  due  to  i.     ;  ises.  But  be  aware 

220     F  O   R   B   B  S  ■  Sepi      bi 


that  in  a  ferocious  bear  mar 
for  bonds,  such  issues  could 
below  par  in  price. 

Growth.  Should  your  inve 
ment  goal  be  both  growth  a 
income,  you  can  give  up  so< 
income  to  get  some  growth.  1 
do  that  with  convertible  boi 
and  convertible  preferreds. 

Convertibles  turn  into  a  c 
tain  amount  of  common 
either  mandatorily  on  a  cert 
date,  or  at  any  time  before  maturity  at  the  option  of  the  hole 
The  conversion  feature  gives  you  some  potential  for  a  capi 
gain,  if  the  stock  takes  off,  and  some  protection  against  the 
in  bond  prices  that  comes  with  rising  rates.  You  pay  for  t 
equity  kicker  in  the  form  of  yield  lower  than  what  you  woi 
get  from  the  same  issuer's  straight  debt. 

Alltel  7.75%  preferred  (48,  AYZ)  is  one  I  like.  This  telecom  o 
fit,  rated  a  respectable  A2  by  Moody's,  has  avoided  the  big  n 
takes  of  its  peers.  Alltel  is  poised  to  perform  fine  in  the  ti 
before  its  May  17,  2005  conversion  date.  With  the  prefern 
exchangeable  for  up  to  1.01  shares  of  common  (now  at  $46 
per  share),  the  common  must  rise  only  2%  to  achieve  parity 
the  common  stock  price  does  nothing,  then  you  earn  a  n 
income  from  the  preferred  (yield:  8%)  while  waiting;  the  co 
mon's  dividend  yield  is  just  3%. 

Safety.  A  safe  place  to  park  money  until  the  interest-rate  p 
ture  stabilizes:  AAA  insured  trust-preferred  bonds,  which  y 
can  buy  in  small  pieces  on  stock  exchanges,  both  for  corpora 
and  taxable  municipals. 

While  30-year  Treasurys  yield  5.3%,  trust-backed  corpora 
pay  6.1%.  Two  of  these  AAA  issues,  insured  by  Ambac,  are  Indi; 
Michigan  Power  (24,  ijd)  and  Public  Service  of  Oklahoma  (24,  P0 
6%  trust  preferreds  due  in  2032.  Next  is  a  solid  muni  that  is  ti 
able  on  the  federal  level:  County  of  San  Diego  (24,  CLD)  6. 125% 
2032,  insured  by  MBIA  and  yielding  6.2%.  The  San  Diego  is! 
has  an  added  attraction:  It  is  exempt  from  state  and  local  tax 
California  investors.  All  three  issues  are  callable  in  2007  at  $2 
For  new  money  investments,  now  is  not  a  good  time  to  ; 
into  a  bond  fund.  As  mutual  funds  are  constantly  buying  a 
selling  securities,  they  should  have  built  up  sizable  capital  ga 
in  the  last  six  months.  These  gains  will  generate  a  tax  bill 
new  buyers  who  weren't  around  to  enjoy  the  upward  ride  di 
ing  the  good  times.  You  should  bide  your  time  until  Janu< 
and  a  new  tax  year  to  invest  in  these  funds.  Already  in  oi 
Stand  pat. 


Forbes 


Richard  Lehmann  is  editor  of  the  Forbes/Lehmann  Income  Sec 
ties  Investor.  Visit  his  home  page  at  www.forbes.com/  lehmann. 


Three  days  to  rethink  everything? 
Hey,  that's  the  on  demand  world. 


Things  can  move  fast  in  the  on  demand  world.  The  ability 
to  fuse  cutting-edge  technology  and  innovative  business 
strategy  is  vital  for  success.  That's  why  IBM  and  Forbes 
have  teamed  up  to  present  a  comprehensive  on  demand 
business  forum,  where  high-level  peers  can  discuss  and 
learn  about  business  in  an  on  demand  world. 

Find  out  how  to  become  an  on  demand  business  from 
people  who  know.  Work  one-on-one  with  top  IBM 
strategists,  learn  about  new  enabling  technologies  and 
attend  executive  panels  featuring  some  of  the  top  minds 
in  business.  The  on  demand  era  is  here.  Take  a  few  days 
to  see  what  it  can  do  for  you.  Apply  now. 


Registration  is  by  invitation  only. 


Attendance  at  the  IBM/Forbes  executive  forum  is  limited. 
To  apply  for  an  invitation,  please  visit: 
ibm.com/events/executiveforum 


IBM  FORBES 

E  X  E  C  I    T   INK      FORUM 

October  14-16,  2003 

Sheraton  San  Diego  Hotel  and  Marina 


Forbes 


is  a  registered  trademark  of  International  Business  Machine?  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or 
ce  marks  of  others.  ©2003  IBM  Corporation  All  rights  reserved. 


Health 


Vision  Quest 


Laser  eye  surgery  has  worked  for  millions — 


but  goes  awry  In  18,000  patients  a  year.  A  new  approach  aims  to  fix  that. 

BY  MARY  ELLEN  EGAN 


LAST  YEAR  EDMOND  HEINBOCKEL,  A  45-YEAR-OLD 
software  executive  in  San  Luis  Obispo,  Calif.,  screwed 
up  the  courage  to  get  lasik,  the  laser  eye  surgery  per- 
formed on  600,000  people  each  year.  But  during  the 
simple  procedure  something  went  wrong.  The  oph- 
thalmologist made  too  short  a  cut  in  the  corneal  flap  of 
Heinbockel's  right  eye  and  had  to  abort  the  operation.  The  pa- 
tient had  to  wait  six  months  for  the  cornea  to  heal  before  he 
could  try  the  surgery  again — a  blessing  in  disguise. 

Two  months  ago  Heinbockel  had  a  new  kind  of  eye  surgery 
called  wavefront,  approved  by  the  Food  &  Drug  Administration  in 
October  2002.  Now  he  has  "super  vision,"  better  than  20/20.  "I'm 
seeing  better  than  I've  seen  in 
my  entire  life,"  he  says. 

Though  some  3.7  mil- 
lion Americans  have  had 
successful  lasik  surgery  since 
1995,  problems  such  as  bad 
night  vision,  cloudiness, 
glare  and  halos  occur  in 
about  3%  of  patients — 
upwards  of  18,000  people  a 
year.  The  new  wavefront 
approach  reduces  flaws  to 
just  1%  of  cases  and  fixes 
vision  problems  lasik  can- 
not. Using  wavefront,  doc- 
tors create  richly  detailed 
maps  of  the  cornea,  using  a 
focusing  trick  developed  for 

high-powered  telescopes.  The  maps  are  used  to  guide  a  correct- 
ing laser  knife  so  precisely  that  lasik's  problems  are  avoided 
while  acuity — the  amount  of  detail  the  eye  can  perceive — 
improves  markedly.  Results  are  often  better  than  20/20. 

S  v  uzerland-based  Alcon,  the  world's  biggest  ophthalmic  de- 
vice firm,  first  tested  wavefront  on  200  patients  in  2001.  Nine  out 
often  had  their  vision  improved  to  at  least  20/20,  with  136  see- 
ing 20/ 1 5  I  meaning  they  could  see,  at  20  feet,  images  that  should 
have  been  \  isible  only  at  15  feet).  Since  then  20,000  procedures 
have  been  do  le.  It's  hard  to  find  an  eye  doctor  who  isn't  thrilled 
with  wavefront.  It  is  the  first  major  development  in  laser  eye 
surgery  in  more  than  ten  years.  "Now  we  can  deal  with  the  in- 
tricacies that  make  up  \  s  Stej  >hen  Lane,  president  of  the 
American  Society  of  I  ive  Surgery. 

Alcon's  chief  n\  '  ra,  Calif.,  introduced  a 

wavefront  machine  in  v  using  a  .  lightly  different  technique. 
The  procedure  costs  ab(  u .  or  20%  more  than  lasik. 
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It  isn't  covered  by  insurance  (nor  is  lasik),  and  it  is  only  appro\ 
to  treat  nearsightedness,  meaning  an  inability  to  see  well  at  far  d 
tances.  Alcon  has  trials  under  way  for  farsightedness  and  the  d 
rection  of  lasik  errors,  uses  not  currently  approved  by  the  FDA. 
Stephen  Brint,  an  ophthalmology  professor  at  Tulane  Ui 
versity  School  of  Medicine  in  New  Orleans  and  a  paid  adviser 
Alcon,  says  complications  from  wavefront,  while  fewer,  are  ra 
ically  of  the  same  kind  as  lasik's. 

The  procedure  takes  about  15  minutes.  As  with  lasik,  a  sii 
geon  cuts  a  flap  in  the  cornea  and  peels  it  back  to  expose  the  mi 
die  part  of  the  cornea,  the  stroma.  The  doctor  reshapes  the  stroi 
by  applying  tiny  pulses  from  a  computer-controlled  laser.  The  gi 

in  both  procedures  is  to  fl; 
ten  a  too-steep  cornea 
nearsighted  people,  steepei* 
flat  one  for  the  farsighted  a. 
smooth  a  bumpy  cornea  i 
the  astigmatic. 

But  lasik  and  wavefro 
are  as  different  as  ordering 
suit  off  the  rack  and  being  t 
ted  for  a  custom-tailored  oi 
With  lasik,  your  eyes  are  test 
in  the  same  way  as  when  y 
buy  glasses  or  contacts;  t 
doctor  flips  a  set  of  lenses 
front  of  each  eye  until  findi 
one  that  makes  you  see  bett 
Show  up  with  20/60  visi< 
and  you  get  the  same  job 
everyone  else  with  20/60,  even  though  people  with  the  same ' 
sion  can  have  different  patterns  of  subde  bumps  on  the  cornea. 
Wavefront  uses  200  tiny  lenses  to  map  the  cornea,  taking  a  1 
more  accurate  reading  of  surface  irregularities.  Alcon's  Lade 
Wave  shines  an  infrared  laser  through  the  cornea.  It  reflects  ba 
from  the  retina  in  the  rear  of  the  eye  and  passes  through  t 
lenses.  Distortions  in  the  returning  light  waves  signal  corn* 
bumps  and  dips,  and  a  digital  camera  records  the  scene.  Th 
software,  originally  designed  to  help  astronomers  see  sta 
through  the  distortion  of  the  Earth's  atmosphere,  creates  a  3 
map  to  control  the  surgeon's  laser. 

Thomas  Wilson,  57,  had  two  lasik  surgeries  that  left  hi 
with  halos  and  night  vision  problems.  Even  more  galling,  he  st 
had  to  wear  glasses.  Wavefront  improved  his  left  eye  to  20/15; 
a  year  he  hopes  to  fix  the  farsightedness  in  his  right  one.  h 
original  lasik  doctors  "thought  I  should  be  satisfied  with  n 
results,"  he  fumes. 
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Is  it  crazy  to  invest  in 
growth  stocks  now? 


Or  could  you  be  looking  at  the 
opportunity  of  a  lifetime! 
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t  takes  courage  to  ignore  the  noise  of  a  stock  market  that  moves  wildly  up  or  down  as  it  reacts  to  each  day's  news.  But,  look  over  the 
lorizon  and  what  you  could  be  seeing  is  the  investment  opportunity  of  a  lifetime!  We  urge  you  to  ignore  the  headlines  and  look  at  the  facts: 

Vo  one  knows  how  long  it  will  take  for  the  geopolitical  uncertainties  facing  us  to  be  lifted.  But  experienced  investors  take  it  all  in  stride. 
The  fact  is  that  the  U.S.  economy  is  much  stronger  than  the  purveyors  of  gloom  and  doom  would  have  you  believe.  The  quality  of  earnings 
ww  being  reported  has  improved  dramatically  and  real  profit  margins  are  rising.  The  advance  GDP  estimate  for  the  second  quarter  of  2003 
ms  a  much  better-than-expected  2.4%. 

Mile  this  is  certainly  not  a  worry-free  investment  environment,  corporate  spending  is  showing  signs  of  picking  up.  The  stock  market's  strong 
oerformance  in  recent  weeks  is  a  reflection  of  the  growing  confidence  that  the  market  will  again  reflect  the  underlying  power  of  the  economy. 


What  should  you  be  doing  now?  Forget  hot  tips  and  hunches! 
3osition  yourself  for  greater  profits  by  substituting  the  cold-blooded, 
jisciplined.  cutting-edge  quantitative  stock  picking  system  you  get  in 
he  FORBES  GROWTH  INVESTOR. 

/Ve  take  the  emotion  out  of  investment  decisions  by  quantifying  Mm 
with  the  Quant  Model ...  a  market-tested  system  to  determine  a  stock's 
short-term  performance  potential.  Launched  on  October  6,  2000, 
his  letter  has  outperformed  the  S&P  500  by  4.426  basis  points 
hrough  July  2003. 

What  is  the  Quant  Model?  Formerly  available  only  to  large  funds 
ind  money  management  firms  who  could  afford  to  pay  the  hefty 
ees  charged  by  independent  research  organizations,  the  Quant 
Model  filters  more  than  3,000  stocks  through  its  computer 
urogram  each  month ...  measures  and  weights  up  to  75  variables 
:hat  impact  future  share  prices. 

\s  developed  by  the  Forbes  Investors  Advisory  Institute,  the 

Juant  Model  combines  the  best  of  both  fundamental  and  technical 
analysis ...  identifies  the  stocks  most  likely  to  rise  in  the  next  6  to  18 
nonths ...  and  eliminates  the  costly  errors  made  by  most  investors. 

How  effective  is  this  analysis?  For  the  10  years  ending  in  2000, 
f  you  had  $1 0,000  in  an  S&P  index  fund  it  would  have  grown  to 
551,716.  That  same  $10,000  in  stocks  selected  by  the  Quant 
system  would  have  been  worth  $239.391 ! 

Mow,  this  professional  stock  picking  system  is  available  to  the 
individual  investor!  And  because  you  are  a  reader  of  FORBES 
MAGAZINE  you  are  invited  to  join  us  as  a  CHARTER  SUBSCRIBER  at 
3  most  favorable  low  rate.  Here's  what  you  will  find  in  every  issue: 

•  Our  Top  50  Portfolio  ...  the  best  growth  stocks  to  own  now. 

•  Our  Core  and  Expanded  Portfolios  to  help  smaller  investors 
focus  on  10  and  20  stock  portfolios  drawn  from  the  top  50. 

•  Analysis  of  Individual  Stocks  Being  Added  to  Our  Portfolio. 

•  Changes  and  Updates  including  Dropped  Stocks  and 
Sell  Recommendations. 


Your  Exclusive  Risk-Free  Charter  Subscription  Offer ...  for  FORBES 
MAGAZINE  READERS  ONLY!  Call  us  toll-free  at  1-800-249-7449  or  use 

the  coupon  below  and  judge  for  yourself  how  the  FORBES  GROWTH 
INVESTOR  can  help  you  make  profitable  decisions ...  guide  you  to 
developing  a  portfolio  of  stocks  poised  to  outperform  the  market 
during  the  coming  months . 

Just  $99  for  a  6-month  risk-free  trial  subscription!  Take  a  trial  subscrip- 
tion for  6  months  at  just  $99  ...  a  discount  of  67%  from  the  basic  single 
issue  price!  If  you  decide,  after  reading  your  first  issue,  that  the  FORBES 
GROWTH  INVESTOR  isn't  everything  we've  claimed,  tell  us  so  within  30 
days  and  we  will  refund  100%  of  your  money.  Send  payment  now  and 
we  will  add  one  additional  FREE  issue . . .  giving  you  7  in  alii 

Better  yet,  order  a  full  year  at  only  $149!  You  save  even  more  -  75%  - 
and  get  12  important  issues.  Same  30-day  100%  money  back  guarantee 
plus  a  pro-rated  refund  if  you  cancel  later.  Pay  now  and  we'll  add  2  FREE 
issues  to  your  Charter  Subscription  term . . .  giving  you  14  issues  in  all. 


Yes,  sign  me  up  as  a  Charter  Subscriber!  Risk  Free! 

□  I  want  your  best  deal!  Sign  me  up  as  a  Charter  Subscriber  to  the 
FORBES  GROWTH  INVESTOR  for  a  full  year  at  just  $149!  I  understand 
I  may  cancel  within  30  days  of  receiving  my  first  issue  for  a  refund  of 
1 00%  of  my  money ...  and  will  be  entitled  to  a  refund  for  all  unmailed 
issues  after  that  introductory  period. 

□  My  payment  of  $149  is  enclosed.  I  will  receive  2  FREE  ISSUES 
...14  in  all. 

J  I  prefer  to  enter  a  6-month  trial  subscription  now  at  only  $99. 

□  My  payment  of  $99  is  enclosed.  I  will  receive  1  FREE  ISSUE 
...  7  in  all ...  my  satisfaction  >s  fully  guaranteed. 

Charge  My:  □  VISA      Q  MasterCard      □  AMEX 


Card# 


Exp.  Date 


Signature  for  Credit  Card  Orders., 

□  Bill  Me  Later. 

Name 


Address 


Apt. 


City/State/Zip 

Mail  to:  Forbes  Growth  Investor,  60  5th  Avenue,  Mew  York,  NY  1 001 1 


JNKFRB915 


FOR  FASTER  SERVICE  CALL:  1-800-249-7449 

OR  ORDER  ONLINE  AT:  forbesgrowthinvestor.com/ad03 
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ROUGHLY  HALF  OF  THE  7,000-MILE  GERMAN  AUTOBAHN 
system  has  no  speed  limit.  It  is  perfectly  legal,  for 
example,  to  pass  a  police  car  at  130mph  as  long  as  you 
signal  and  use  the  left  lane.  In  fact,  says  Mark  Rask, 
author  of  American  Autobahn  (Vanguard,  1999),  the 
average  speed  for  cars  is  80mph;  at  any  given  moment,  1 5%  are 
traveling  96mph  or  faster.  Yet,  surprisingly,  the  Autobahn  is  safer 
than  U.S.  highways.  In  2001  the  death  rate  was  6  per  billion  pas- 
senger-vehicle miles,  versus  8  for  U.S.  interstates.  (The  number 
of  passengers  per  vehicle  is  not  appreciably  different.) 

Why?  Drivers  in  Germany  must  be  at  least  18  years  old.  They 
have  to  fork  over  more  than  a  thousand  dollars  to  undergo  24 
hours  of  rigorous  private  instruction,  including  training  on  the 
Autobahn,  and  pass  a  comprehensive  written  test.  Only  then 
can  they  obtain  a  license.  Compare  that  with  the  U.S.  system, 
where  no  formal  training  is  required — all  you  have  to  do  is  pass 
an  often-cursory  driver's  test — and  the  minimum  driving  age  in 
many  states  is  just  16. 

German  roads  are  built  better  (a  28-inch-deep  roadbed  versus 
1 1  inches  in  the  U.S.)  and  are  better  maintained.  German  cars  such 
as  BMWs  and  Mercedes  handle  well  at  high  speeds  and  are  de- 
signed to  sustain  less  damage  in  a  collision.  Finally,  some- 
one doing  96mph  is  not  likely  to  doze  off. 

Extreme  speeds,  however,  pose  special  dangers.  No 
matter  how  well  trained  German  motorists  may  be,  a 
driver  in  the  right  lane  has  trouble  judging  the  speed  of 
a  car  approaching  him  from  the  rear.  He  sees  only  a 
dot  in  his  rearview  mirror  and  may  think  he  has  plenty 
of  time  to  pull  out  and  pass  the  car  ahead.  Wrong! — if 
that  "dot"  is  closing  in  at  150mph.  Thus  the  watch- 
words for  an  aspiring  speed  demon  have  to  be:  "Drive 
defensively." 

Though  a  U.S.  driver  doesn't  need  anything  more  than  his  or 
her  U.S.  driver's  license  and  a  rental  car  (we  recommend  a  top- 
of-the-line  BMW  or  Mercedes)  to  negotiate  the  Autobahn,  any- 
v  anting  to  do  so  safely  ought  to  take  a  high-speed  driving 
class  before  ever  leaving  home.  Schools  such  as  Skip  Barber 
(wwv  |  icr.com),  Driving  101  (www.drivingl01.com)  and 

Bertil  Re  ww. racenow.com)  impart  the  necessary 

skills  an.  lidence. 

Try  to  si  obahn  speed  run  for  the  wee  hours 

of  the  moi  lightest.  Find  a  stretch  be- 

tween two  exits  \  .ay,  then  traverse  it  several 

times  the  day  b  so  you  become  familiar  with 

the  terrain.  II  many  such  areas.  Work 

up  to  top  spec  !  on  the  first  run — and  be 

smooth.  Jerky  mm  will  unsettle  any  car. 

My  own  baptism  i  at  n  ghl  on  the  A96,  between 

Mindelheim  and  Mum.  ,iph  before  on  race- 


Want  to  drive 

at  I50mph? 

With  a  little 

advance  planning, 

U.S.  motorists 

can  do  it  on 

the  Autobahn— 

maybe  someday 

here  at  home. 

BY  JAMES  M   CLASH 


o 


tracks — but  never  on  a  highway.  Alois  Ruf,  owner  of  Ruf  Aut 
mobile,  a  maker  of  exotic  sports  cars,  graciously  lent  me  his  h 
toric  Yellowbird  GTR  for  my  attempt.  With  twin  turbos  produ 
ing  470hp,  this  had  been  the  first  production  car  ever  to  bre 
the  200mph  barrier,  in  1987,  clocking  2 1 1  mph. 

After  "getting  used  to  it,"  I  managed  to  hit  190mph,  b 
night  blindness  made  me  tense.  At  high  speeds,  tense  isn't  goc 
Sensing  my  discomfort,  Alois,  who  came  along  for  the  ride,  su 
gested  a  change  of  venue:  We  would  try  again  the  next  day  < 
the  A81  Autobahn  between  Wiirzburg  and  Heilbronn,  after  ru 
hour  but  before  lunch.  Daylight  driving  sounded  safer  to  me, 
I  didn't  argue. 

Sure  enough,  the  next  day  I  could  see  a  lot  better.  But  the 
was  traffic — enough  to  give  me  pause.  Yet  onto  the  A81  I  wei 
I  built  up  to  140mph,  awaiting  a  long,  clear  stretch  of  roa 
After  several  nail-biting  attempts,  I  found  a  promising  g; 
between  the  Mockmuhl  and  Neuenstadt  exits.  I  shifted  gea 
flipped  on  the  high  beams  and  matted  the  throttle.  The  rocl< 
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Go  like  schnell:  This  Ruf  R  Turbo  has  clocked  a  smooth  209mph,  legally. 


launched.  Each  new  gear  felt  like  I  was  jettisoning  another 
e — amazing  raw  power. 

suddenly,  approaching  200mph,  the  front  of  the  car  felt  very 
t.  Everything  peripheral — trees,  guardrail,  signs — became  a 
.  Then,  bingo!  201mph.  I  immediately  eased  off  the  gas — 
none  too  soon.  A  quarter-mile  ahead  was  a  truck  lumbering 
ig  in  the  right  lane. 

Will  drivers  ever  be  able  to  enjoy  such  thrills  in  the  U.S.?  Given 
lower  death  rate  on  the  Autobahn,  one  might  think  the  U.S. 
Id  emulate  the  German  system.  The  closest  we've  come,  says 
lor  Rask,  have  been  the  "reasonable  and  prudent"  speed  lim- 
lat  held  sway  in  half  a  dozen  U.S.  states  in  the  1950s.  These 
:  superseded  during  the  energy  crisis  of  the  1970s  by  a  more 
■efficient  55mph  federal  standard.  After  the  federal  limit  was 
aled,  Montana  reverted  to  "reasonable  and  prudent"  until  its 
:  supreme  court  ruled  it  unconstitutional")  vague  in  1998. 
How  about  a  private-sector  Autobahn — a  toll  road,  say, 
ween  major  cities  or  airports?  It's  been  tried,  with  limited 


success.  In  the  mid  1990s  Trip  II,  owner  of  the  Dulles  Greenway, 
was  able  to  get  state  legislation  passed  to  raise  to  65mph  (from 
55mph)  the  speed  limit  on  the  Greenway  from  Leesburg,  Va.  to 
Dulles  Airport. 

"What  really  needs  to  happen,"  says  Rask,  "is  for  a  U.S.  sen- 
ator to  drive  the  Autobahn,  get  fired  up  about  it  and  forge  ahead 
with  a  U.S.  version — the  way  President  Kennedy  championed 
the  space  program."  Anything  less  than  a  federal  program,  he 
says,  would  face  tough  local  obstacles.  Individual  states  might  be 
reluctant  to  remove  limits,  since  many  now  get  significant  rev- 
enue from  ticketing  speeders.  Private  toll  roads,  subject  to  state 
authority,  would  have  to  win  approval  state  by  state,  and  driver's 
ed  programs  would  have  to  be  severely  upgraded.  Rebuilding  the 
45,000-mile  interstate  system  to  Autobahn  standards  would  cost 
$12  million  per  mile,  or  approximately  a  half-trillion  dollars. 
When  you  consider,  though,  that  the  deeper  roadbed  would  last 
twice  as  long  (40  years,  versus  20  for  the  interstate),  the  proposi- 
tion becomes  a  bit  less  outlandish.  F 
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FORBES  LIFE  I  MUSIC 


Stalin's 
Gift 

Today's  best  value  in 
grand  pianos  owes  its 
origins  to  Uncle  Joe. 

BY  RICHARD  C.  MORAIS 


RUSSIAN-BORN  VIOLINIST  DMITRY 
Sitkovetsky  and  his  American  wife, 
Susan  Roberts,  a  light  soprano,  de- 
mand the  best.  He  owns  and  plays,  for  ex- 
ample, a  1717  Stradivarius  worth  $3  mil- 
lion. So  a  visitor  to  the  couple's  London 
town  house  might  be  surprised  to  find  that 
the  piano  sitting  in  the  liv- 
ing room  is  not  a  Bechstein, 
a  Bosendorfer  or  a  German 
Steinway.  It's  an  Estonia. 

Sjx  years  ago,  when  the 
couple  went  looking  for  an 
instrument  to  accompany 
their  rehearsals  at  home, 
they  were  drawn  immedi- 
ately to  the  Estonia  by  its 
sound.  Musicians  love  it, 
using  such  words  as 
"sweet,"  "old-fashioned" 
and  "romantic."  What's 
more,  the  price  was  a  bar- 
gain. "It  was  certainly  com- 
petitive with  more  famous 
brands,  which  sometimes 
don't  quite  deliver  what 
you  expect,"  says  Sitkovet- 
sky. "This  was  a  very  good  working  piano." 

The  list  price  for  the  9-foot  Estonia 
Concert  Grand  is  $65,000,  roughly  half 
the  price  of  a  comparable  Steinway.  Prices 
for  the  5-foot-6  Estonia  Studio  Grand 
and  the  more  popular  6-foot- 3  P 
Grand  range  from  ;>J  i , ,       to  $ 
(Piano  dealerships  typically  offe 
tomers  a  10%  discount  of  I  th    suj  jested 
retail  price.)  Finishes  come  in  t  >«.  ything 
from  ebony  to  African  bubinga. 

For  testimonials,  Estonia  can  call 
upon  such  artists  as  Grammy- non,: 
pianist  Marc-Andre  Hamlii 


on  a  Parlor  Grand  Estonia.  Neeme  Jarvi, 
chief  conductor  of  the  Detroit  Symphony 
Orchestra,  calls  the  instruments  "one  of  „ 
the  best-kept  secrets  in  piano-making 
today."  Irving  Faust  of  Faust  Harrison,  a 
New  York  dealer  and  restorer  of  vintage 
American  Steinways,  Mason  &  Hamlins 
and  Estonias,  says  of  the  latter,  "This  great 
piano  is  giving  pause  to  a  lot  of  other 
manufacturers,  because  they'll  have  to 
meet  its  standard  if  they  want  to  survive." 

Until  very  recently,  however,  it  was  the 
Estonia  that  was  fighting  for  survival.  The 
piano's  origins  go  back  to  1940,  when 
Estonia  (the  country)  was  forcibly 
annexed  by  Russia.  The  citizenry  of  the 
beleaguered  Baltic  state,  coerced  into  giv- 
ing Stalin  a  gift,  sent  him  a  grand  piano. 
Estonia's  national  tradition  of  fine  piano- 
making  spans  200  years. 

Stalin's  instrument  was  made  by  Ernst 


Soprano  Susan  Roberts  prizes  her  Estonia  for  its  old-fashioned  sound 

Hiis,  an  Estonian  craftsman  trained  by 
Steinway  in  Hamburg.  The  tyrant  so  liked 
the  piano  that  Soviet  commissars  decided 
in  1950  that  Hiis  should  be  given  a  fac- 
tory, in  which  all  other  Estonian  piano 
\  orkshops  were  to  be  consolidated.  From 
then  on,  Hiis  enjoyed  a  near-monopoly  on 
.supplying  the  Soviet  empire  with  newly 
branded  "Estonia"  grands,  producing  as 

ny  as  475  of  them  a  year. 

When  Hiis  died  in  1964  the  quality  of 
the  pianos  went  into  a  long  period  of  de- 
cline. Following  the  fall  of  the  Berlin  Wall 
the  factory  was  bought  by  its  130  employ- 


ees, and  by  1994  production  had  faller 
only  49  instruments  a  year. 

Jump  to  New  York,  where  in  199 
gifted  Estonian  pianist,  Indrek  Laul,  \ 
getting  his  doctorate  at  Juilliard.  Laul  ( 
covered  that  the  piano  of  his  homel; 
didn't  have  a  U.S.  representative.  He 
suaded  a  distributor  to  take  it  on.  He 
forth,  whenever  Laul  performed  or  ci 
record  he  spent  his  pay  buying  out 
stockholders  of  the  Estonia  factory,  u 
he  himself  owned  it  outright. 

Laul  stayed  on  in  New  York  to  build 
brand.  Back  in  Estonia  his  choirmaster 
ther  has  taken  charge  of  quality  contra 
the  factory.  And  Laul's  mother  tests  ev 
piano  before  it  gets  shipped. 

The  Lauls  have  reinvested  all  profit 
the  business  and  have  systematic 
redesigned  and  improved  the  piano. ' 
mechanical  innards,  for  example,  are  r 
made  by  Germany's  Re: 
the  maker  of  the  woii 
best  hammerheads,  sha 
and  flanges;  the  soundbo 
is  made  from  Siberian  w 
spruce.  The  resulting  soi 
is  attractively  retro.  "M 
other  piano  companies 
for  bright,  brilliant  to 
sounding     through 
orchestra,"  says  Laul, 
"We  wanted  to  offer  a  pi 
that  blended  better  with 
orchestra  and  that  w) 
you  sat  down  and  pla 
solo,  you  really  enjoyed 
its  deep  and  mellow  soui 
Payoff?  Production 
climbed  to  380  pian( 
year,  and  Laul  says 
wants  to  add  dealers  in  states  where 
Estonia  is  not  yet  represented,  sucl 
Florida.  He  can't  do  it  right  away,  thoi 
because  demand  has  outstripped  proc 
tion.  Anyone  wanting  to  test-drive  Stal 
piano    should    contact    Laul's    of 
(www.estoniapiano.com)  for  the  nam 
a  local  dealer.  Faust  in  New  York  City 
a  special  pitch:  Buy  from  him,  and  1 
buy  back  your  Estonia  anytime  in 
next  five  years  for  what  you  paid,  t 
vided  you  apply  the  money  to  a  m 
expensive  piano.  He's  betting  the  Estx 
will  only  appreciate  with  time. 
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Top  executives  including  the  CEOs  of  Hasbro,  YaYa,  and  others  "Lead 
Through  Innovation,"  offering  tips  and  actionable  intelligence  for  achieving 
growth. 


:#'^&'%mWmP 


^BS 


The  Bloggers  are  coming!  These  self  proclaimed  pundits  could  be  very 
good  or  very  bad  for  your  business.  Get  the  brutal  truth. 

Organic  growth  versus  acquisitions.  When  to  say  "yes."  When  to  say  "no". 

The  Value  Bomb:  China,  India,  WiFi,  and  other  disruptive  forces  in  play. 
Harness  disruption  and  position  your  company  for  growth  on  the  cheap. 


Customer  as  King!  The  cost  of  keeping  customers  by  delivering  world- 
class  service  and  support  and  still  making  a  profit! 


3rbes  Forum  for  Dynamic  Growth  represent  an  extraordinary  opportunity  to  network  with  the  best  brains  in 
isiness.  For  more  information  and  to  register,  please  go  to  www.forbesconferences.com. 

ntact  Jessica  Kouvaros  at  212.367.3512;  jkouvaros@forbes.com. 

lonsorship  information,  please  contact  Kim  Harrell  at  212-367-3513;  kharrell@forbes.com. 
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•ft  Malaysia  Airlines 

www.malaysiaairlines.com 

Automotive 

•ft  American  Honda  Motor  Company 

800-33-HONDA 

www.honda.com 

•ft  Aston  Martin 

866-NA-  Aston 

www.astonmartin.com 

•ft  Infiniti  (2003) 

800-706-9923 

www.infiniti.com 

■ft  Jeep 

www.jeep.com 

-ft  Lexus 

800-USA-LEXUS 

www.lexus.com 

•D  Toyota 

www.toyota.com/tomorrow 

Business  to  Business 

-ft  Boise  Office  Solutions 

1-888-BOISE-88 

•ft  United  Parcel  Service 

1-800-PICK-UPS 

www.ups.com 

^MCI 

800-488-6383 

www.mci.com 

-ft  Unisys 

800-874-8647 

www.unisys.comCommunications 

Computer/Technology 

-ft  Hitachi  America.  Ltd. 

1-800-hitachi 

•ft  IBM  Brand  PCD 

www.ibm.com/pc/think 

■ft  IBM  Lotus 

www.ibm.com/lotus/seeit 

•ft  IBM  Websphere 

www.ibm.com/webspere/seeit 

~ft  IBM  Global  Services 

www.ibm.com/services 

■ft  IBM  Thinkpad 

www.ibm.coni/thinkpad 
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www.ibm.com/bcs 

1-800-7080  ext.  code  BCS 
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www.ibm.com/ondemand 
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www.ibm.com/pc/think 

^IBM 

1-800-426-4968 

www.ibm.com 

•ft  Northrop  Grumman  Corporation 

www.northgrum.com 

ft  Sharp  Electronics  Corp. 

877-78-connect 

www.sharp-usa.com 

Consumer  Products/Services 

•ft  Enzyte 

1-877-436-9983 

www.enzyte.com 

•ft  Shell  Oil  Company  USA 

www.shell.com 

•ft  PSEG 

973-430-6564 

www.pseg.com/im  estor 
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1.800.237.7799 
Financial  Services 

American  Centurv  Investments 

1-877-44-AMCEN 
www.americaiHcntury.coiu 

1  incoln  Rnan  ial  Distributors 
www.LFD.com 


•ft  Marsico  Funds 

(888) 860-8686 

www.marsicofunds.com 

•ft  T.  Rowe  Price 

1-800-313-6174 

Blue  Chip  Growth  Fund:  067509BCG 

Capital  Appreciation  Fund:  067509CAF  Growth  Stock 

Fund:  067509GSF 

www.troweprice.com 

Investment  Promotion  Organisation 

•ft  Invest  Hong  Kong 

852-31071000 

www.investhk.gov.hk 

Travel/Hotels 

-ft  Expedia.com 

www.Expedia.com 

•ft  Raffles  The  Plaza 

www.raffles-theplazahotel.com 
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•ft  Academic  Resource  Center 

1-800-951-1203  www.arrc.org 

-?'  ARBOC,  Inc. 

1-561-621-7110 
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1-800-275-DALI 

•ft  Capital  Asset  Management 

1-800-710-0002 

•ft  ChezCo 

215-519-3645 

•ft  Delaware  Business  Inc. 

1-800-423-2993 

www.e-incorporate.com 

•ft  Farfard  Real  Estate.  SeaSide  Elegance 

1-508-881-1600 

•ft  Gateway  Immediate  Return 

1-212-330-8614 

-ft  Holiday  Timeshares  Resales 

1-800-704-0307 

www.holidaygroup.com 

•ft  InfoUSA 

1-800-555-5335 

■ft  InvestForClosurers  Financial 

1-847-289-0269 

www.investforclosures.com 

-ft  Nationwide 

1-800-995-0049  ext.  7675 

•ft  Net  Pay  USA,  Inc. 

1-888-755-3373 

www.netpayusa.com 

-^  Professional  Sales  Tips 

1-703-624-8237 

www.ProfessionalSalesTips.com 

-^  Publishers  Group 

1-800-675-6144 

Resort  Mansions 
1-480-585-7500 
www.Resortmansions.com 
-ft  Santa  Ynez  Valley  Real  Estate  Company 
1-800-959-5717 
www.santaynezvalley.com 

Sherlock  Security  Hanger 
1-877-340-7500 
www.sherlocksecurilyhanger.com 

Steven  Scars  CPA/Attorney 
1-949-262-1100 
www.searsatty.com 
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1-800-336-3933 
www.viewtlc.com 

rhe  Unique  Gifts 
1-800-814-7368 
'  m  vv.uniquegiftsintl.com 

Valef  Yachts 
1-800-223-3845 
VALEFYACHTS  .com 
Shanghai 

i  irand  Hyati  Shanghai 
www.shaoghai.grand.hyatt.com 


i  Shimao  Group 
www.shimaogroup.com 
•ft  PCCW  Limited 
www.pccw.com 
ft  Shanghai  New  International 
Expo  Center  Co.,  Ltd 
www.sniec.net 
What's  Next  in  Electricity? 
-ft  Edison  Electric  Institute 
www.eei.org 

•ft  American  Electric  Power 
www.aep.com 
-ft  Progress  Energy 
www.progress-energy.com 
■^PSEG 
www.pseg.com 
-ft  Southern  Company 
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www.aetna.com 
•ft  CIGNA 
www.cigna.com 
•ft  Siebel  Systems 
www.siebel.com 
Sustainable  Development 
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www.toyota.com/about/environment 
•ft  Canon 

www.canon.com/environment 
•ft  SC  Johnson 

www.scjohnson.com/community 
-ft  Ricoh 

www.ricoh.co.jp/ecology/e- 
•ft  Ebara 
www.ebara.co.jp 

•ft  Tokyo  Electric  Power  Company 
www.tepco.co.jp 
•ft  Shell 
www.shell.com 

The  Enlightened  Business  Traveler 
-^  Bombardier  Flexjet 
1-800-FLEXJET 
www.flexjet.com 
•ft  Cessna  Aircraft  Company 
1-800-4-CESSNA 
www.cessna.com 
•ft  CitationShares 
1-800-340-7767 
www.citationshares.com 
•ft  Dassault  Falcon  Jet 
1-800-526-7071 
www.falconjet.com 
-^  Embraer 
1-800-EMBRAER 
www.embraer.com 
-*  Flight  Options 
1-877-703-2348 
www.flightoptions.com 

Jet  Aviation 
1-800-758-5387 
www.jetaviation.com 
•ft  JSSI  -  Jet  Support  Services  Inc. 
1-800-622-6266 
www.askjssi.com 

"t  Miami  Executive  Aviation/Miami-Dade 
Empowerment  Trust 
1-800-861-1343 
www.miamiexecutive.com 

NetJets 
1-877-356-5823 
www.netjets.com 
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Investments 


I  Estate  Secured  Investments 
ential  Returns  Up  to  15.9% 

stForClosures  Financial  has  created 
ie  Investor  Disclosure  Process 
Penl  Investors  monitor  the  use  of 
heir  funds  live  over  the  internet. 
nvestorTainmenti  We  use  investor 
Is  to  purchase  distressed  property 
nationwide.  The  properties  are 
ilitated  and  sold  for  a  profit-Simple! 
id  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-289-0269 
CEO  847-341-4325 
sterte  www.investforclosures.com 
nail  info@investforclosures.com 
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Forbes  Guru  Picks 


10  Stocks 
for  the  Summer  of  2003 

Forbes  Newsletters  just  issued  a  new  BUY 
LIST  containing  the  TOP  recommendations 
of  10  of  our  best  performing  gurus.  For  a 
limited  time  this  Special  Report  is  available 
without  charge  when  you  sign  up  for  Forbes 
FREE  Investment  Guru  Email. 

Sign  up  today  at  www.forbes.com/guru 


Luxury  Resort  Homes 


ofessionat  Growth      I  Professional  Services 


t  W./iv  Money 
E  BOOK  1001 
)H-sMO\AI    SAl.hS  TIPS 

'ad  theories!  Just  rivk  volid  advice 

«  in  business  from  the 
ession.il  salesperson's  perspective. 

I  1-55369-594-1  S14.95+S&H 

0)254-8881 
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CHEZCO 


Restore  order  and  your  health. 

Have  gratifying  peace  for  a  change ! 

The  most  powerful  techniques  and 

training  await  you  here. 

215-519-3645 

Corporate  and  Private 


Know  more,  be  more  now! 
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rates  on  advertising 

in  the  next  Forbes 

Display  Classified  Section 

Call  Media  Options 

1-800-442-6441 

-mail:  mediopt@aol.com 


Two  new  resort  golf 
course  mansions  are 
available  for  one  month, 
deeded  interests.  Term- 
5  years. 
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RESORT 
MANSIONS 

The  grandeur  of  a  mansion. 
The  services  of  a  5-star  hotel. 


phone  (480)  585-7500  •  fax  (602)  667-0299 
www.resortmansions.com 

This  is  not  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  to  residents  of  any  state  in  which 
registration  requirements  have  not  been  fulfilled.  Void  where  prohibited. 


Art  Work 


Ith/Back  Pain 


pit  Mm? 

www.uniquegiftsintl.com 


Capital  Available 


BACK  PAIN? 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with   excellent  manage- 
ment and  growth  potential. 
ABBOC  INC  561-627-7110 


There  is 
an  answer1. 

Send  for  FREE  information 

on  NEW, guaranteed 

seat  and  back  supports 

^v  designed  by  a  leading 

•  ^  back  pain  specialist. 

Posture  Education 

15  Parkway,  Katonah,  NY  10536 


www.postureeducation.com 


CALL  TOIL-FREE  1-800-392-0363 


SMALL  ADS  BRING 

BIG  RESULTS! 

Call:  Media  Options 

1-800-442-6441 


Forbes 

Subscriber  Service 

To  order,  change  address 

or  other  customer  service, 

call  1-800-888-9896 
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Cape  Cod  Waterfront 

Osterville  Village-Oceanview  and  Riverfront.  Deep  water  and  mooring,  300'  EEL 
River  frontage  on  Coastal  Seaview  Avenue,  unobstructed  ocean  views.  Young 
custom  cape,  bright  spacious  living  areas.  4  bedrooms.  6  marble  baths,  gourmet 
kitchen,  romantic  master  suite.  Elegant  floating  stair  winds  to  crows  nest  with  view 
of  Nantucket  Sound.  Step  out  your  door  to  beach,  boat,  clamming  and  more. 
Immediate  occupancy.  Must  see  $6,990,000. 

Call  Tim  598-294-4206  or  508-881-1600 
Fafard  Real  Estate  www.fafard.org 


Credit  ■  :fj'!Ja 


0%  Pre-Approved  Credit 


Consumers  and  business 

owners. ..recieve  a  0%  pre-approved 

charge  account!  No  Hidden  Fees!  No 

Gimmicks!  Send  No  Money!  Choose 

from  a  variety  of  products  &  services  for 

all  occasions.  To  open  your  account  call 

(866)  276-2643 


www.mternetatcredit.com 


Financial  Services 


Reduce  Payroll  Taxes 
$99  Sec  125  Plan  Docs 


PRETAX:  Insurance,  Medical  Bills 
and  Dependent  Care  Expenses 

www.NetPayUSA.com 
888-755-3373 


SANTA  BARBARA  WINE 
COUNTRY,  CALIFORNIA 

93  ac  Vineyard  Estate  land  with  58  ac  of  13 

varieties  of  premium  grapes,  numerous 

home  sites,  borders  golf  course,  future 

Napa  Valley  for  Southern  California 

1 30  miles  north  of  L. A.  $4,200,000 

Santa  Ynez  Valley  Real  Estate  Co. 

800-959-5717 

www.santaynezvalley.com 


SMALL  ADS  BRING 

BIG  RESULTS! 

Call:  Media  Options 

1-800-442-6441 


'  Incorporate  in  Delaware 
»  U.S.  bank  accounts  opened 
» Legal  Delaware  address 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

800.423.2993 


IS  THIS  THE  PERFECT 
WHITE  COLLAR  BUSINE! 


FREE  VIDEO  reveals  why  prominent  attorn 
practice  for  goldmine  business  providing  lovi 
lawsuit  protection,  privacy,  tax  reduction-no' 
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BIG  MONEY  for  loan 
and  leasing  brokers! 


Business  Loans  -  Equipment  Lease 

OWN  YOUR  OWN 

BUSINESS  LOAN  COMPANY 

No  experience  needed. ..We  support  you] 

RECEIVE  A  FREE 
45  MINUTE  VIDEOTAPE  SEMINAR 
FULL  COLOR  INFO  PACKET  &  BROCHURE 


CALL  TODAY 

800-336-3933 


'I' he  Loan  Consultants,  Inc. 
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needs  Associates  nationwide.  You  can  enjoy 
exceptional  income,  ideal  lifestyle  and  prest 
representing  these  important  services  to  busi! 
owners,  professionals  and  families  in  your  a: 
Local  appointments  available.  You  earn  largi 
initial  fees  plus  renewals.  As  few  as  10  clieiti 
yields  as  much  as  $64,000.00  income.  Workjt* 
home,  no  overhead,  flexible  hours  you  contr'  it' 
franchise  fee.  Fast  start.  Full  training  and  sud 
Proven  business  system.  No  special  educatici 
financial  background  or  sales  experience  req,  ■ 
24-hour  free  recorded  message:  (800)  6534  ,' 
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Immediate  Return 

Principals  of  existing  Mortage  Co.  currently 
closing  more  than  $6MM  per  month  seeks 
investor  to  invest  $1 ,500,000  to  purchase  an 
existing  licensed  Mortage  Bank.  Investor  will 
have  equity  in  the  company  and  a  starting 
annual  payout  of  $250,000.  Limited  opportunity 
to  participate  in  a  fast  growing  company. 
Serious  inquiries  only. 
Call  212-330-8614  fax  516-512-6362 
Email  to:  nybankman@yahoo.com 


Exclusive  Zip  Code  Territ 


Earn  up  to  $25,000  or  more  per  mont 

Become  part  of  a  nationwide  company 

owns  22  business  divisions  offering  somi 

for  every  consumer  and  business.  You  wi 

money  on  all  sales  activity  within  your  exc 

zip  code  and  benefit  from  nationwidi 

advertising.  Free  information  call 

(800)  380-0503  ext.4 


www.internetatagent.coq 


OFFSHOM 


$250,000  Profit 

First  year  in  business 

if  you  are  a  serious  person  who  wants 

to  make  serious  money. 

We  have  the  program  for  you. 

Investment  only  $14,900 

Call  1-800-675-6144 
You  Will  Make  Money 
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♦Companies 

♦Banking 

♦Credit  Cards   / 

♦Privacy  Q*Pltal  A* 

J  Managem 

(800)710-0002        Fr«Br«hu. 

Visa/MC/Amex     www^sselproiecUo 
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Locate  Foreclosures! 

Earn  Big  Profits! 

Complete  Training! 

Call  for  Free  Information: 

800-995-0049  ext.  7675 


Forbes 

Subscriber  Service 

To  order,  change  addres 

or  other  customer  servic 

call  1-800-888-9896 
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E-mail:  mediopt@aol.com 
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Advertisement 


ARE  DALI  PRINTS 

ou  own,  or  are  considering  the  purchase 
of  a  Sah  odor  Dali  print.... 

r  exclusive  catalog  features  full- 
tures  oi  more  than  500  signed  limited 
non  Salvador  Dah  prints  Eacn  pnnt  is  fully 
umented  bv  Albert  Field,  curator  of  the 
vador  Dali  Archives,  and  guaranteed 
hentic.  The  catalog,  "Salvador  Dali:  A 
respective  of  Master  Prints,  is  a  must 
anvone  interested  in  ed  by 

li.  Call  now  and  we  will  rush  you  a  free 
The  SalvadorDali  Collector  s 
tier".  ($15  per  issue) 


l-(800)  275-3254 

u«.k  for  Dept.  FM 
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Timeshare 


IMESHARES 


#  BEST  RESORTS, 
PRICES  i  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  (800)  704-0307 


3LIDAYGROUP.com 
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Mailing  Lists 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses  •  Select  by  geography,  sales  volume 
busifess  type  contact  name,  credit  rating,  and  more, 

250  Million  Consumers  •  Select  by  age,  income,  home  value, 
buying  behavior  geography,  and  more 

Customer  Analyzer  &  Prospect  Builder  •  Analyze  your  cunenl 
customers  4  find  prospects  that  match  £rgg  analysis  &  25  Free 
prospects  at  infoUSA  com 


s^1-800-555-5335 


Charge 
your  ad 


Consumer  Security 


Sherlock,  The  Anti-Theft 
Garment  Hanger 

"Portable  Locking  Hanger"  • 

Everyday  Security 

•At  work  »At  Home  «At  Play 

or  Traveling. 

Don't  Be  An  Easy  Target 

1-877-340-7500 

www.sherlocksecurityhangers.com 


^Rent  A  Greek 
bruising  Palace 


And  sail 
among  the 
')(30  Greek 

it  islands 


F'stahi  ishfd  Ik  1969 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com 


Charter  ;i  motor  yacht,  motor  sailer  or  sailing  yacht  (tor  6  to  50  guests, 

from  50'  to  _'()()'  and  $700  to  $20,000  per  clay  for  entire  yacht  with 

its  lull  crew)  from  VALEF  YACHTS,  agents  for  the  largest  lleet 

of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 
You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  7254  Fir  Rd„  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
lei:  (2 1 5)  6  i  I  - 1 62  i  •  (21 5)  M 1-0423  •  (800)  223-3845  •  Fax:  (2 1 5)  64 1  -1 746 
E-mail:  inl'oC?  valelyaclits.com  •  Website:  VALEFYACI  ITS  com 


Education 


gal  Services 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


\ 


For  inffon 
rotes  on  advertising 
in  the  next  Forbes 
"isplay  Classified  Sectic 
Call  Media  Options 
£>1 -800-442-6441 

E-mail:  mediopt@aol.com 


mm 

Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  'www.searsatty.com 


. 


THOUGHTS 

On  the  Business  of  Life 


All  kids  say  "I  didn't  do  it!"  And — occasionally — they  didn't.  Last  Halloween  in  Wilton, 
Conn.,  14-year-old  Neil  Visnapuu  was  charged  by  the  police  with  vandalism  for  spray 
painting  a  house.  There  were  two  eyewitnesses,  as  the  police  told  his  startled  mother. 
"I  swear,  Mom,  I  didn't  do  it."  Continues  a  moving  account  in  the  New  York  Times:  "Mrs.  Visnapuu  looked 
beyond  the  evidence,  straight  into  his  eyes,  and  knew  he  was  telling  the  truth.  And  she  decided  to  help 
him  prove  it."  After  many  weeks  of  dogged  effort,  the  real  culprit  confessed.  — MALCOLM  S.  FORBES  ( 1987) 


Wliat  good  mothers  and  fathers 
instinctively  feel  like  doing  for  their 
babies  is  usually  best  after  all. 

—BENJAMIN  SPOCK 


Parenthood  remains  the  greatest  single 
preserve  of  the  amateur. 

— ALVIN  TOFFLER 


All  children  alarm  their  parents, 
if  only  because  you  are  forever 
expecting  to  encounter  yourself. 

—GORE  VIDAL 


A  boy  becomes  an  adult  three  years 
before  his  parents  think  he  does,  and 
about  two  years  after  he  thinks  he  does. 

—LEWIS  B.  HERSHEY 


We  write  not  only  for  children  but  also 
for  their  parents.  They,  too,  are  serious 
children. 

-ISAAC  BASHEVIS  SINGER 


As  we  read  the  school  reports  on  our 
children,  we  realize  hat 

can  rise  to  delight  thai — thank  Heaven — 
nobody  is  reporting  in  this  ft  us. 

— J.l 


People  who  lose  their  parents  when  young 
are  permanently  in  love  with  them. 

—AHARON  APPELFELD 


It's  a  sad  moment,  really,  when  parents 
first  become  a  bit  frightened  of  their 
children. 


-AMA  ATA  AIDOO 


Everybody  knows  how  to  raise  children, 
except  the  people  who  have  them. 

—P.).  O'ROURKE 


I  Ve  arc  the  buffoons  of  our  children. 

— P1ETRO  ARETINO 


Many  a  man  wishes  he  were  strong 
enough  to  tear  a  telephone  book  in  halj 
especially  if  he  has  a  teenage  daughter. 
—GUY  LOMBAE 


Parents  are  sometimes  a  disappointing 
to  their  children.  They  don't  fulfill  the 
promise  of  their  early  years. 

—ANTHONY  POW 


If  you  bungle  raising  your  children, 
I  don 't  think  whatever  else  you  do 
well  matters  very  much. 

—JACQUELINE  KENN1 


A  Text... 

But  if  any  provide  not  for  his  o\ 
and  specially  for  those  of  his  oh 
house,  he  hath  denied  the  faith, 
and  is  worse  than  an  infidel. 

—I  TIMOTHY 

Sent    in    by    Charles    Ray,    Marietta, 
What's  your  favorite  text?  Forbes  Book  of  I 
lotions:  Thoughts  on  the  Business  of  Life  is  g 
to  senders  of  Bible  texts  that  are  used. 


More  than  14,01)0  "Thoughts,''  arranged  alphabetic! 
subject,  are  available  in  a  900-page,  om 
deluxe  edition,  Forbes  Hook  oj  Quotations:  Thoughts  i 
Business  of  Life.  The  price  is  S40,  plus  $3.50  sluppin; 
$1  per  item  for  handling  (add  applicable  sales 
To  order,  please  call  toll  tree,  1 -SO0-876-6556. 
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Chapter  21 


Overcoming  Obstacles 


•  i       f  i-Vip  future  when  the  present 
How  to  keep  sight  of  the  mm 

wants  all  of  your  money. 


'Source:  Lipper  Inc. 

For  more  complete  info      ition  about  Vanguard*  funds,  including  risks,  charges,  and  expenses,  call  for  a  p   , 


or  a 


loc  of 


investors,  the  day  when  retirement  will 
finally  be  within  reach  can  feel  elusive  at  best. 
Yet  the  money  that  could  make  a  difference  could 
already  be  hiding  in  the  fees  and  expenses  ^^ 
being  charged  to  manage  your  funds. 

In  fact,  a  hypothetical  fund  with  an  expense  ratio  of 
1.3  percent  versus  one  with  an  expense  ratio  of  just 
0.3  percent  could  be  draining  thousands  of  dollars*  out 
of  your  account  over  time.  Dollars  rhat  could  be 
working  for  you. 

It  you'd  like  to  see  how  low  fees  and  expenses  can 
help  you  take  care  of  tomorrow  without  giving  up 
today,  call  us  at  1-800-523- 1877,"  or  visit  us  at 
Vanguard.com?  We  can  help. 


*  i 


1-800-523-1877 

www.vanguard.com 


THEVu^gUaidGROUP. 

Invest  in  our  way  of  investing." 


HNnm 


refully  before  investing.  ©  2003  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 
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BIG  IS  THE  NEW  SMAL 


HUMMER.  C 


orp.,  2003.  HUMMER  and  the  vehicle's  grille  design  are  registered  trademarks  of  GM  Corp.  Partner  of  Tread  Lightly! 


Contents 


Features 


Lights,  Camera,  Action  /  Just  because  you're  not  a  matinee  idol 
doesn't  mean  you  can't  sport  the  look.  Fall  fashions  for  the  glam  at  heart. 
Photographs  by  Michael  Stratton 62 

Into  Thin  Hair  /  Staring  down  (or,  actually,  up)  the  Matterhorn 

at  age  50,  our  alpine  sports  correspondent  remains  supremely  undaunted, 

even  indolent.  So  what,  indeed,  if  the  big  craggy  rock  has  claimed 

three  times  more  climbers'  lives  than  Mount  Everest? 

by  Christopher  Buckley 70 

History  Repeats  Itself  /  Surreal?  You  want  surreal?  Drop  in 

on  the  ninth  annual  convention  of  Lincoln  impersonators  in  Santa  Claus, 

Indiana.  It's  all  Abe,  all  the  time-with  a  little  yuletide  jingle. 

by  Andrew  Ferguson 76 

So,  You  Want  to  Own  a  Minor  League  Baseball  Team  / 

It's  not  all  market  surveys,  demographics  and  focus  groups — 

not  that  that  would  hurt.  But  you've  still  got  to  find  somebody  to  dress 

up  in  that  giant  chicken  outfit. 

by  Jerpme  Cramer 82 

\ 

The  Frame  Game  /  Paintings  themselves  are  all  well  and  good, 

if  you're  hopelessly  mired  in  the  past.  It's  the  frames  collectors  want  now: 

carved,  compo'd  or  signed,  and  worth  a  pretty  penny,  to  be  sure. 

by  Richard  Nalley 88 

"My  own  tombstone  will 
display  not  an  ice  ax 
but  the  TV  remote  control 
changer  and  the  inscription 

I  CHOSE  NOT  TO  CLIMB." ««™ 
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the  Art  of  Eating 


Finite 

Departments 

The  FYEye  /  Blass  on  the  block,  Donegal  carpets,  personal 

earthmovers,  jet  slippers  for  first  class,  dahling,  a  London 

club  that  would  (maybe)  have  you  as  a  member,  Brazil's  wild  Pantanal, 

Normandy's  Pommeau  and  Ferrari's  pedal-to-metal  Maranello; 

all  the  best,  all  for  you 

Grape  Juice  /The  world  of  wine  has  been  going  through  some  changes 
but  it's  nothing  the  average  drink-loving  caveman  wouldn't  recognize. 
by  Richard  Nalley 

The  Golf  Bag  /More  "duck  and  cover"  than  "fore,"  the  Urban  Golf 
Association's  third  annual  Emperor  Norton  Open  turns  the  streets 
of  San  Francisco  into  nine  holes  of  nihilism. 

by  Thomas  Jackson , 


Mr.  Sisyphus  /  It's  hands-across-the-water  as  Breakwind 
Oaks  welcomes  the  French  side  of  the  family  with  a  trip 
aboard  Le  Greyhound  bus,  farm  fashions  Amerkains  and  garden-fresh, 
free-range  worms.  Diary  of  a  Country  Gentleman,  Part  IV. 
by  P.  J.  O'Rourke 

Mixed  Media  /  Moth-o-mania,  Venus  disarmed, 

envy  reconsidered,  Warren  Zevon's  last  Wind,  tunes  of  tribute  to  Dolly 

and  Britain's  edgy  Office;  a  cross-section  of  personal  pleasures. 

Edited  by  Thomas  Jackson 

The  Back  Page  /Your  children's  school  has  plans  for  you. 

Big  plans.  Just  take  a  look  at  next  semester's  calendar l| 


COVER  BUILT  FOR  SPEED:  Shirley  Mailman  of  IMG  Models,  photographed  by  Michael  Stratton.\ 
Dress,  $2,470,  by  Roberto  Cavalli,  at  Saks  Fifth  Avenue,  New  York;  and  Blue  System,  Miami. 
Shoes,  $490,  by  Christian  Louboutin,  at  Christian  Louboutin,  New  York  and  Los  Angeles;  and 
select  Neiman  Marcus  stores.  Gold  necklace,  5825,  by  Tiftany  &  Co.,  (800)  526-0649.  Vintage 
1956  Mercedes-Benz  300  SL  Gullwing  provided  courtesy  ot  the  Mercedes-Benz  Classic  Center, 
(800)  FOR-MERCEDES,  www.MBUSA.com.  Hair  by  Roberto  DiCuia  at  TRAFIK.  Makeup  by  | 
Terri  Apanasewicz  for  cloutieragency.com.  Nails  by  Maricica  for  Warren-Tricomi  Management. 


"The  fairway  doglegs  to  the 
right.. .and  into  the  parking 
area  of  a  swing-dancing  joiro 
called  Bimbo's  365." 
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ENOS    AIRES 


One  of  the  world's  most 

prestigious  museums  - 

New  York's  Metropolitan 

Museum  of  Art  -  has 

created  its  own  collection 

of  distinctive  gifts  while 

perfecting  the  fine  art  of 

shopping.  With  inspiration 

from  the  legendary  jewelry 

of  Peter  Carl  Faberge, 

these  items  are  designed  to 

enthrall  and  enhance  the 

most  remarkable  woman 

in  the  world...  you! 


This  charming  egg  pendant  evokes  springtime.  24kt.  gold  plate  with  hand- 
painted  enamel  simulated  pearls,  and  crystals.  Memorable! 

This  amusing  whistle  pendant  emulates  the  original  made  by  Peter  Carl  Faberge's 
workshop.  24kt.  gold  plate  with  enamel  on  24kt.  gold-plated  chain. 


The  Forbes  Collection 

Over  his  lifetime,  Malcolm  Forbes  built  a  stellar  collection  of  objets  d'art  - 
from  signature  art  to  castles  to  presidential  papers  to  the  fabulous  Imperial 
Eggs  of  Peter  Carl  Faberge.  Many  of  these  exceptional  items  have  served  as 
inspiration  for  -  or  have  been  expertly  reproduced  by 
-  some  of  the  world's  renowned  craftsmen. 
These  extraordinary  pieces  are  what  we  call 
The  Forbes  Collection. 

":slte  itc  lis 

>  Collet  tion  please  visit 
><  i.'forbcjtolliecrion. 

You  can  you!  own 

discriminai  md  become 

pjn  ol  idition. 
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The  Art  of  Eati 


IN!  ME 


HERE'S  SOMETHING  YOU  DIDN'T  KNOW  YOU  NEEDED:  A  BACKPACK 
and  lapt'.p  rase  that  buckles  into  the  passenger  seat  beside  you.  No  more 
scrambling  for  papers  on  the  floor  after  a  sudden  stop,  no  more  fumbling 
in  your  bag  as  it  slips  around  on  the  upholstery— once  it's  locked  into 


place,  tK 
by  Samson 
self  better  thai. 
car  pack,  $17  o 
001,  New  York; 


motion  carpack  (designed  by  Yves  Behar,  produced 
arketed  by  MINI  USA)  comports  it 
werage  carpooler.  MINI_motion 
He  Apartmert,  New  York;  Flight 

•3n  Franc    :o;  and  www.minimotionusa.com 


the  Art  of  Eating. 


AMONG  A  CERTAIN  SUBSPECIES 
food  lover,  The  Art  of  Eating  jou 
exists  on  an  Olympian  cloud  all 
own.  It's  a  quarterly  food-wine-; 
ingredient  publication  for  eaters 
love  to  read,  and  there  is  simpl 
nothing  smarter  or  more  sophi 
out  there.  Published  since  19 
Edward  ("Yes,  people  have  call 
me  Teddy")  Behr  from  his  re 
Fortress  of  Solitude  in  no 
eastern  Vermont,  it  clue: 
you  in  on  where  the  Ven 
foodies  eat  in  Venice,  the 
difference  between  various  sing* 
garden  teas  (love  that  Poobong) 
and  where  to  find  humanely  rais 
full-flavored  veal.  Its  bent  is  agai 
the  commercial  grain  and  very  m 
in  favor  of  artisanal  products,  as 
befits  Behr's  description  of  hims 
as  "an  irrational  purist  who  nev 
figured  out  how  to  make  money 
but  has  perfect  job  satisfactioi 
The  Art  of  Eating  ($39  for  four 
issues);  (800)  495-3944  or  (81 
592-3144,  www.artofeating.con 
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BIDDING  FOR  BLASS 


O  YEARS,  THE  LATE.  GREAT  DESIGNER  BILL  BLASS  PUT  STUFF  IN  OTHER  PEOPLE'S 
>.  Now's  your  chance  to  see  what  he  put  in  his  own.  From  October  21  to  23  Sotheby's 
ork  will  be  auctioning  off  more  than  1,000  personal  possessions  from  his  homes  in 
ittan  and  New  Preston,  Connecticut.  Among  the  items  will  be  sculptures  from  Blass's 
c  collection,  including  a  bronze  of  Napoleon  on  horseback  and  a  piece  in  white  marble 
nu  Noguchi.  There  will  be  a  bounty  of  English  furniture:  carved  Regency  daybeds,  George 
ols,  a  William  IV  mahogany  table  and  more.  The  big-ticket  items,  Picasso's  Nu  Couche 
Jacobus  Biltius  still  life  called  Muskets  and  Standards,  will  be  sold  at  separate  auctions, 
e  proceeds  of  the  whole  lot,  which  are  expected  to  exceed  $10  million,  will  be  donated 
New  York  Hospital  AIDS  Care  Center  and  the  Metropolitan  Museum  of  Art.  That's  not  a 
lal  accomplishment  for  a  great  American  life,  www.sothebys.com 


Blazing  Paddles 


fOU'RE  PADDLING  AWAY  FROM  SHORE,  YOU  WANT  TO  KNOW  THAT  YOUR  BOAT  HAS  GOOD 
ials.  Nelo  not  only  makes  kayaks  for  weekend  paddlers  but  is  also  the  official  supplier  to 
)4  Olympic  Summer  Games  in  Athens.  Made  in  Portugal,  Nelo's  boats  are  imported  exclu- 
ly  KayakPro,  a  New  York  company  whose  founder,  Grayson  Bourne,  has  paddled  his  way  to 
fmpics  and  a  world  championship.  Designed  for  sea-  or  flat-water  kayaking,  Nelo's  Sibir 
ion  (pictured)  is  a  stable  yet  speedy  boat  for  intermediate  paddlers,  and  can  be  ordered  in 
rades  of  material:  heavier  fiberglass  ($1,900),  impact-resistant  Kevlar-carbon  composite 
0)  and  more  durable  honeycombed  carbon  ($3,340).  (914)  633-7676,  www.kayakpro.com. 


spirits 


travel 


More 

Irish 

Underfoot 


IN  THE  VILLAGE  OF  KILLYBEGS  IN 
northwestern  Ireland,  generations  of 
weavers  have  worked  the  big  looms 
at  Donegal  Carpets  for  the  past 
hundred  years.  Knotting  each 
strand  by  hand,  these  artisans  have 
produced  the  most  opulent  rugs 
and  carpets  for  the  most  opulent 
homes  in  the  world,  such  as  the 
White  House,  Buckingham  Palace 
and  the  Vatican.  Donegal  Carpets 
now  welcomes  private  commissions 
and  works  with  clients  to  tailor 
the  pattern,  size  and  shape  to  their 
needs.  Donegal  Carpets  cost 
$1,800  to  $4,500  per  square  yard, 
depending  on  the  number  of 
knots  per  square  inch — and  the 
result  is  not  only  priceless  but 
timeless.  The  design  shown  was  for 
a  chapel  at  the  University  of 
Notre  Dame.  (Oil)  353-0-73- 
31688,  www.donegalcarpets.com. 
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Get  Some  Game 


THE  FOUNDERS  OF  TAPWAVE,  INC.,  ARE  POISED  TO  ATTACK  WHAT  THEY  BELIEVE 
is  a  vast,  unexploited  market:  handheld  computer  games  for  grown-ups.  There  are 
scads  of  18-to-34-year-olds  out  there  with  consoles  like  PlayStation  2,  they  reason, 
yet  nothing  of  comparable  quality  that's  pocket-sized.  There's  the  Gameboy,  of 
course,  but  who  wants  to  be  seen  in  the  first-class  lounge  with  that.  So  Tapwave's 
masterminds,  both  ex-Palm  executives,  created  Zodiac,  a  cutting-edge  toy  that 
doesn't  look  like  one.  Hold  it  vertically  and  it's  unrecognizable  as  anything  but 
a  work-related  tool.  It  runs  on  the  Palm  operating  system,  and  is  compatible  with 
all  16,000  applications.  But  turn  it  90  degrees  and  it  becomes  a  powerful  little 
time-killer  that  will  ruin  your  life  if  you  let  it.  It  has  a  16-bit  color  display,  a 
Motorola  processor,  an  ATI  graphics  engine  and  Bluetooth.  It  also  plays  music  and 
video.  But  games  are  its  raison  d'etre.  Around  20  titles  will  be  available  when  Zodiac 
debuts  this  month.  If  it  sells,  many  more  will  follow.  $299,  www.tapwave.com. 


A  FEEL  FOR  DIRECTH 

KNOWN  FOR  COOLLY  UNDERSTATED,  EXQUl 
ly  supple  leather  clothing  and  access! 
Bottega  Veneta  has  extended  its  offerin 
include  plush  custom  steering  wheel  ci 


They  are  made  in  crocodile,  shearling  o 


company's  trademark  woven  leather. 


choice  and  car  model  must  be  spec 


$260  (shearling)  to  $950  (crocot 


Bottega  Veneta  boutiques,  (877)  362-t 


SCHOOL  SUPPLIES 
At  last,  one-stop  shop- 
ping tor  "Stuff  you  don't 
need. ..but  realiy,  really 
want."  The  British  site 
IWANT0NE0rTH0SE.COM 
offer;  a  magnificent 
range  c:   ^  rewards, 
from  Blus;  .Dtn  wireless 
headsc         .altsn 
Moles!  v.  ,ks 

like  Her 
Matisse  u 
"Naughty  V 
(look  it  up  k 
Our  class  is  a, 
awaiting  delive. 
of  the  "Antquarii 
(£19.99/$32).  a 
insect  habitat  den 
from  some  long-foi 
NASA  experiment. 


Are  you  searching  for  a 
"bon"  mot  from  Gustave 
le  Bon?  Do  you  love 
Kipling?  Or  don't 
know— never  Kippled? 
Check  out  the  CLASSICAL 
AUTHORS  INDEX 
(selfknowledge.com), 
which  has  works,  bios 
and  portraits  of  460 
seminal  writers. 
It  loads  fast  enough 
'or  yo!'  to  drop  a  thought 
or  two  i  im  Lucretius 
into  m.   y  casual 
*ione      wersations. 

MOOLCH   CKUP 

nds  s     e 
ing  a      ur 


u, 


;t  be 


some  dental 
professionals  do  at  least 
recognize  that  you're 
terrified  of  them.  Their 
response  is  DENTAL- 
FEAR. COM,  which  aims 
to  anesthetize  your 
aching  agita  with 
a  website  that  answers 
questions  ("I've  heard 
about  laughing  gas,  what 
is  it?"),  will  recommend 
specialists,  including 
shrinks,  and  is  building 
a  list  of  dentists  who 
have  passed  a  course 
on  treating  fearful 
patients  with  a  grade 
of  at  least  80.  80?  Now 
we're  worried  about 
the  20  points  our  dentist 
might  have  missed. 


PLAYGROUND  CRED 
Like  to  win  schoolyard 
arguments  and  don't 
mind  alienating  your 
friends  and/or  children? 
Merriam-Webster's 
FLAPPERS  2  RAPPERS 
(www.m-w.com/lighter/ 
flap/flaphome.htm) 
may  be  the  site  for  you. 
It  covers  (and  uncovers) 
American  youth  slang 
from  the  1 920s  to  the 
present,  and  allows 
you  to  whip  out  such 
conversation-stoppers  as: 
Dude,  "phat"  is  so,  like, 
1963.  Snowboarding? 
It's  just  what  we  called 
"snurfing"  back  when 
it  was  rad  in  '65. 

FOOTBALL  PRACTICE 
A  few  column  inches 
in  the  local  newspaper 
doesn't  come  close 
to  scratching  the  itch  for 
the  true  college  football 
fanatic,  and  the  sports 


magazines  don't  stay 
focused  on  your  team. 
THE  INSIDERS.COM 
its  rival,  RIVALS.CO 
are  there  for  you. 
Insiders  has  specific 
sites  for  nearly  every  I 
Division  l-A  team, 
producing  a  cascade  of 
some  1,500  articles 
a  day  on  recruiting, 
practices,  upcoming 
opponents,  you  narm 
Rivals  also  has  a  n 
wide  reach,  with  1 
staff  correspondents 
covering  85-plus 
schools,  year-round. 
Thelnsiders.com  is 
a  month  or  $79.95 
year,  which  also  gi 
you  access  to  its  ovfl 
200  other  team-specific 
sports  sites.  Rivals.com 
offers  a  $6.95  a  mo 
Basic  membership 
for  one  site  or  a  $9 
Ultimate  Ticket  for 
the  complete  netwo 


WE    ARE 


Of  course,  once  you  see  the  classic  boat-tail  design,  you 


might  just  think  we're  talking  about  an  American  car.  Once 


again,  we  are.  Introducing  the  Chrysler  Crossfire.  A  synergy 


of  expressive  American  design  and  precision  German 


engineering,  culminating  in  a  world-class  rear-wheel-drive 


sport  coupe  that  sets  a  new  benchmark  for  what  a  Chrysler 


can  be.  To  further  experience  the  Chrysler  Crossfire,  visit 


us  online  at  chrysler.com/crossfire  or  call  800. CHRYSLER. 


S3sfZwWtrm .k,, 


Drive  &  Love.  Dreamed  in  America.  Crafted  in  Germany. 
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Fully  equipped  for  1-34,495.  MSRP 


iurr,  Care  Plan  includes  transferable 'fSw^^PQQjSpie  Powertrain  Limited  Warranty.  A  deductible  applies.  See  dealer  for  details. 
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Suppress  a  Shutter 


YES,  FILM  STILL  GIVES  A  WARM  LOOK 


that  digital  images  can't  really  match.  But  more  and  more  shutterbugs  are  taking 
a  second  look  at  digital  as  technology  improves,  and  they're  going  to  look  even  harder 
at  the  new  E-l  from  Olympus.  It  operates  entirely  digitally — until  this  point,  most 
photographers  have  been  working  with  cameras  that  are  digital-film  hybrids — which  is  a 
fancy  way  of  saying  it  provides  a  more  accurate  gauge  of  what  you're  going  to  get.  This 
souped-up  professional-grade  version  goes  for  $2,200;  a  more  consumer-oriented  one 
is  slated  for  next  year,  but  why  wait?  www.olympusamerica.com/e-l. 


SMELLS  LIKE  OLD  M0| 

SEASON  AFTER  SEASON,  RALPH  LAURE 
Purple  Label  line  of  men's  suits  and  spt 
wear  represents  a  pasha's  walk-in  closet 
of  cashmeres,  silks  and  suedes.  Now, 
Lauren  has  bottled  the  scent  of  that  twe 
wardrobe,  added  a  dash  of  blackberry 
represent  your  wine  cellar)  and  topped  i 
off  with  notes  of  tobacco  and  mahogany  I 
cigars  at  the  club,  or  your  Jag's  interior), 
a  heady  combination,  and  one  that 
provoke  serious  car  envy  among  friends 
coworkers.  Ralph  Lauren  Purple  Label  ea 
toilette,  $75  for  4.2  oz.,  at  select  Polo  Ri 
Lauren,  Neiman  Marcus  and  Saks  Fifth  Avt 
stores;  Bergdorf  Goodman  Men,  New  Y 
and  Barneys,  New  York  and  Beverly  H/ 


GINGER  AND  WASABI  AREN'T  JUST  FOR  MAI 

olate  confections  from 
owing  together  unlikely  flavors  for  its  candy  b 
nnamon  and  dark  chocolate),  couture 
i  Australia  and  Madagascar  vanilla  bean 
the  Black  Pearl  truffle;  pastis,  fennel  and  stai 
ih-so-fashionable  too:  BoTte  a  Chapeau  is  an 
coa.  Petite,  $95;  La  Grande,  $200.  A\ 

MM  and  www.vosgeschoco: 
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Calvin  Klein 


FYEve 


ST  IN 
flOW  2003 


TEMBER  TOO  EARLY  TO  NAME  FYIS  2003  CAR  OF  THE  YEAR? 
Dn't  think  so.  It's  unlikely  we'll  be  onboard  anything  as 
ig  as  the  Ferrari  575M  Maranello  for  a  long  time — except 
;  the  Psyclone  roller  coaster  at  Magic  Mountain.  This  Ferrari 
short,  the  essence  of  sport-driving  experience — it  just 
't  get  any  better.  The  Pininfarina-designed  Maranello  was- 
lew  car  for  Ferrari  this  year.  Rather  it  was  updated  in  2003 
i  head-snapping  515hp  V12  engine  (up  from  485hp)  and 
a  Formula  1-type  six-speed  gearbox.  The  result  is  a  pedal 


response  so  intense  that  it  would  be  terrifying  if  it  weren't  so 
much  fun.  The  paddle-shifted  transmission  has  you  blasting  past 
60  mph  in  4.2  seconds  (top  speed  is  potentially  202  mph),  and 
the  massive  disc  brakes  allow  you  to  stop  on  a  euro.  Inside,  soft 
stitched  leather  contributes  to  the  Maranello's  quiet  ride,  and  the 
racing  seats  will  have  you  instantly  muttering,  "Mein  name  ist 
Schumacher." Now,  as  to  cost:  Let's  just  say  around  $250,000, 
a  price  that  would  be  shocking  if  the  car  weren't  worth  every 
penny,  www.ferrariusa.com. 
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I'll  be  at  my  club 


NOT  SINCE  LORD  ICKENHAM 
stood  in  the  window 
of  the  Drones  and  used  a 
slingshot  to  bash  Sir 
Raymond  Bastable  with 
a  brazil  nut  has  there 
been  such  exciting  news 
from  London's  private-club 
scene.  The  exclusive 
Walbrook  has  opened  its 
membership  to  American 
men  and  women  of  quality. 
The  discreet  dining  club 
is  the  creation  of  former 
T,ia:.cherite  and  man- 
about-town  Lord  Peter 
Paiurnbo.  His  notion  was  to 
fash  on  a  small  refuge  in 
th£  neart  of  the  City— it 
perlooks  the  gardens  of  St. 


Stephen  Church — where 
one  could  meet  friends  or 
colleagues  for  a  quiet 
meal.  Or  perhaps  sit  peace- 
fully in  the  company  of 
the  Financial  Times  and  a 
good  stiff  scotch.  The 
Walbrook  has  an  oyster  bar, 
a  dining  room  and  smaller 
rooms  for  private  functions; 
Lord  and  Lady  Palumbo 
have  furnished  the  club 
with  antiques  and  paintings 
from  their  own  collection. 
Overseas  membership — 
offered  to  those  Americans 
who  do  not  live  in 
London — is  a  reasonable 
$500  per  year  (plus  $500 
joining  fee),  and  includes 


"special  arrangement" 
deals  with  other  such  grand 
European  hotels  as  the 
Plaza  Athenee  in  Paris  and 
the  Baur  Au  Lac  in  Zurich. 

A  word  to  the  wise. 
The  Walbrook  is — how  shall 
we  put  this? — a  traditional 
dining  club  of  the  old 
school:  quiet,  sophisticated, 
elegant.  If  a  T-shirt, 
jeans  and  sneakers  is  your 
idea  of  acceptable  dinner 
dress,  let's  just  say 
you  probably  won't  find 
this  club  to  your  taste.  The 
Walbrook,  37A  Walbrook, 
London  EC4N  8BS; 
011-44-20-7623-6100, 
office@walbrook-club.  co.  uk 
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IN  THE  AGGREGATE 


versatile  building  material,  has  been  showing  up  in  a  variety  of 
warm  tones  and  subtle  textures  in  sophisti- 

ted  interiors.  Master-mixers  George  a 
.iVis  Bishop  and  their  team  of  craftspe( 


Get  irfaces 


concret 
paint  chip 
on-site  to  for 
fireplaces,  bad 
tubs  and  other  ai 
your  specifications! 
ww.getrealsurface 


ill  custom-tint 


ric  swatch  or 
cast  or  pour  it 
.  countertops, 
,  sinks,  bath- 
ural  details  to 
V  452-3988, 


Applejack 
a  la  Francai: 

AUTUMN  IS  APPLE-PICKING  T 
all  over,  but  no  one  does  mi 
for  the  fallen  fruit  of  Eden  tl 
the  orchardists  of  Normand) 
Yet  for  many  years  the  Norn 
kept  their  easy-sipping,  toot 
some  Pommeau  for  themseh 
as  a  refresher  before  the  mt 
(At  midmeal,  one  needs  the 
full  fire  and  punch  of  Calvai 
apple  brandy  to  drill  the 
traditional  "Norman  hole.")  N 
available  in  the  U.S.,  Aprev. 
Pommeau  de  Normandie 
($35)  fills  the  bill  with  an 
unaccustomed  elegance.  Mi 
from  unfermented  apple  juic 
blended  with  ]h  Calvados,  i 
weighs  in  circa  17  percent 
alcohol  and  has  a  lip-smacl 
mildly  syrupy  lusciousness. 
is  a  slam  dunk  with  foie  gra; 
any  salty  appetizer,  or  deli 
cious  as  a  cocktail  on  its  c 
over  ice,  neat  or  with  a  spl 
of  seltzer,  www.apreval.cot 


DAVID    HURMAN 
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T  I  TA  NIUM     AND    ST 


a  57- jew  c 


28ci4  ETA  aatorr 


bricated  in  Switzerland.  The  41mm  On 
movement.  48-hour  power  reserve. 


Designed   m   America 
nogra ph  keeps  time  v\  iih 


.1     hands    and     markers,    and    dale    indicator.    Av  , 


a  b  I  e    o  n 


alligator  strap  or 


THE    ! 


anium  and  steel   bracelet   $2850  to  $4100   DAVIDYURMAN.COM      I   877  2b€>   1400 
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Feel  the  earth  move  under  your  seat 


ASV,  INC.,  KNOWS  JUST 
how  delicate  your 
private  putting  green  is: 
Its  R-Series  Turf  Edition 
has  a  24-point  suspen- 
sion system  that  dis- 
tributes its  considerable 
weight  over  several  feet 
of  ground  area,  creating 
pressure  equivalent 
to  that  of  a  small 
child.  The  result  is  an 
indomitable  earth- 
moving  machine  that 
can  traverse  a  variety  of 


terrain  and  tackle  just 
about  any  landscaping, 
construction  or  agricul- 
tural job  without  tearing 
up  your  fragile  turf. 
Base  price  for  the  RC- 
30  is  $24,000  without 
attachments,  and 
$31,000  for  the  more 
muscular  RC-50.  Either 
model  can  be  outfitted 
with  interchangeable 
treaded  or  smooth 
tracks  and  a  variety  of 
attachments,  including 


buckets,  forks,  mowers, 
levelers,  augers, 
brooms,  rakes  and 
snowblowers.  For  more 
information,  or  to 
locate  a  dealer,  visit 
www.asvi.com  or  call 
(800)  346-5954. 


AN  O.K. 
CORRAL 


ASS  THROUGH  THE  STONE  GUARDHOUSE      I 
le  in  Big  Sky,  Montana, 

nd  you'll  quickly  realize  this  isn't  your  typic 
ated  enclave.  For  one  thing,  the  head  of 
ecurity  is  a  former  Secret  Service  agent  whc 
lakes  certain  that  club  members  such  as 
ormer  Vice  President  Dan  Quayle  and  forme 
Senator  Jack  Kemp  remain  undisturbed  in 
heir  mountain  lairs.  Member  Tom  Weiskopf 
iesigned  the  par-72  golf  course,  but  it's  wh 
he  snow  flies  that  you  discover  what  really 
ets  Yellowstone  apart:  Unlike  the  mob  seen 
it  Vail  or  Sun  Valley,  Yellowstone's  ski  area 
has  no  lift  lines.  The  club's  two  mountains 
have  more  than  50  trails  on  more  than  2,00 
skiable  acres — that's  comparable  to  Aspen. 
Sweet  privacy — but  at  a  pretty  price.  Only 
those  with  a  minimum  net  worth  of  $3  milli 
need  apply  for  Yellowstone  Club  membershi; 
(to  be  eventually  limited  to  864  members). 
Home  sites  run  between  $650,000  and 
£3.5  million.  Plush  log  cabins  with  stone 
aces  (and  daily  maid  service)  are  avail- 
,„-  for  rent  while  your  dream  home  is  bein 


s  three  restaurants  anytime.  (888) 
'-  7748,  www.  theyellowstoneclub.  com 
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Krug      et      Georges      Rousse 


GRAND        V    I    N 


de     Champagne 


NAPOLI  COUTURE  PINSTRIPE  SUIT 
New  York     Beverly  Hills     Chicago     Bosk 


Bal  Harbour     South  Coast  Plaza 
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GREEN  DREAMS 

LEGENDARY  GOLF  CLUBS  OF  THE  AMERICAN  EAST 
is  more  than  just  another  book  of  pictures  of 
great  golf  holes.  Instead,  it  paints  an  intimate 
portrait  of  each  place  as  a  whole — The  National, 
Pine  Valley  and  Seminole,  among  others — 
from  the  courses  to  the  clubhouses  to  the 
members  themselves.  Photographer  Anthony 
Edgeworth  has  a  keen  eye  for  the  evocative 
detail,  such  as  wildflowers  in  the  rough  at 
the  Newport  Country  Club  or  a  horseman  in 
hunting  pinks  with  a  pack  of  hounds  crossing 
a  fairway  at  the  Myopia  Hunt  Club.  If  you 
;  flip  through  this  book  for  long  enough — 
the  text  is  by  John  de  St.  Jorre — you'll 
start  to  hear  the  wind  through  the  trees 
and  the  distant  cleenk  of  titanium 
striking  dimpled  urethane.  $90.  (877) 
360-GOLF,  www. edgewortheditions. com. 
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your  own  private  highlands  |  life  and  death  on  the  pantai 
|  blissed  in  Utah  |  streamside  in  sedqna  |  high  flyin5  sholi 


EYES  ONLY 


seasonal  rates  go  to 
.ardtornish.co.uk. 


train  information 

hecfcjvirtjtscofra//. 

co.uk.  Avis  is  the  most 

eliable  aotorental 

in  the  are, 

deliver  a  car  to  meet  the 

Caledonian  Sleeper.  Ask 

them  to  include  an 

Avis  "Personally  Yours" 

guide  to  the  Highlands, 

which  includes  a  nifty 

map  and  the  history 

of  key  towns  and  villages. 
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SCOTLAND 

Ardtornish,  West  Highlands:  it  is  one  ofthethomy  ironies 

;  dsh  history  that  Patrick  Sellar,  perhaps  the  country's  most  dastardly  destroy 
mig  have  been  its  greatest  preservationist.  During  the  Highland  Clearan< 

of  the  180c  >,  it   ras  Sellar's  job  to  sling  families  off  the  land  to  make  way  for  more-pr< 
itable  sheep  farms.  On  the  Morvern  peninsula  alone,  in  the  Highlands'  southwest  1 


GENEVE 


A 

KM 


LADIES  COLLECTION 

900  S6 

950  QZ  D 


w  e's  t  i  m  e 

N^_  ''Mr.  extraordinary  watches  &  jewelry 


wwW;\ye( 


H  Westside  Pavilion 

<0()  W,  Pico  Blvd.  •  Los  Angeles,  CA  90064 
ewatchps.com  •  (310)  470-1388  •  (888)9-WESTIME 
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BRAZIL 


The  Pantanal:  it's  early 

November,  and  the  rainy  season 
is  almost  upon  us.  When  it 
comes,  this  grassy  landscape 
will  be  transformed  into 
a  horizon-filling  network  of 
swampy,  interlocking  lakes.  But 
today  the  skies  are  bright  and 
the  ground  remains  dry,  save 
for  pools  of  fetid  water  scattered 
in  low-lying  areas.  Each  is  a 
desert  island  in  reverse,  packed 
with  stranded  aquatic  animals 
waiting  for  the  flood  that 
will  set  them  free.  In  one  such 
puddle,  roughly  the  size  of  a 
large  backyard  swimming  pool, 
we  count  150  black  caimans — a 
South  American  species  of 
crocodile.  No,  make  that  149. 
A  small  one  just  became  lunch. 

This  tropical  life-and-death 
drama  is  being  enacted  in  the 
southern  part  of  the  Pantanal,  a 
vast  flood  plain  the  size  of 
Missouri  in  western  Brazil,  just  a 
few  hours  by  plane  from  Sao 
Paulo.  Tree  cover  is  relatively 
thin  here,  which  makes  this  one 
of  the  most  gratifying  places  to 
view  wildlife  in  South  America. 
On  the  bank  .      i         ->nda 
River  we  see  a  i  guana 

and  a  capybara  (v       ilizea 
dog-sized  guinea  pi,  ting 

side  by  side  like  cor.:  . 
at  a  bus  stop.  The  skv= 
the  trees  above  us  are  d. 
red-crested  cardinals.  We 
toucans,  white  woodpeckoi 
a  great  horned  owl.  We  ever 


(where  Sellar  himself  would  put  down  roots),  750  pe 
were  burned  out  of  their  homes. 

The  'Morvern  landscape  remains  today  pretty  n 
as  Sellar  left  it,  which  is  to  say  pretty  much  the 
the  ancient  clans  and  marauding  Vikings  saw  its  I 
and  empty  and  darkly  haunting,  as  if  the  hills  rr  I 
still  be  full  of  dragons.  Pollution  is  nonexistent,  c 
unknown  and  the  views — mainly  of  the  Isle  of  ]i 
across   a   shimmering  strait — seem   limitless,  jj 
because  even  today  there  are  only  315  people  shil 
Morvern's  250  square  miles,  you  could  walk  amonj 
gorse  and  wildflowers  for  days,  on  hills  that  rise  stt 
out  of  deep  lochs,  and  never  meet  another  traveler 
The  coastal  village  of  Lochaline  is  the  heai 
Morvern,  and  the  heart  of  Lochaline  is  Ardtornii 
60-square-mile   working   Highland   estate   that 
offers  accommodations  for  up  to  90  guests.  It  immediately  struck  me  as  a  great  place  : 
honeymoon,  or  better  yet,  an  ideal  spot  to  come  with  ten  like-minded  friends,  all  of  w. 
would  delight  in  the  Ardtornish  offerings:  mountain  biking,  fishing  or  wreck  diving  in 
three-mile-long  Loch  Aline,  area  touring  (Mull,  Iona,  Staffa),  deer  hunting  in  the  fall  oi 
being  left  alone  to  drift  to  your  heart's  content  through  fields  of  purple  heather. 

The  Raven  family  acquired  the  estate  in  the  1930s  and  have  atoned  for  Sellar's  sins 
steady  conservation  of  Morvern's  resources  and  landmarks.  They  renovated  a  i5th-cen 
fortress,  Kinlochaline,  up  the  road  from  the  old  village  where  Jane  Raven  and  partner  S 
Jones  have  opened  a  superb  little  eatery  called  The  White  House  (fresh  prawns  nightly  in  s 
mer).  The  family  also  threw  open  the  19th-century,  75-room  manor  house  and  gardens  ths 
at  the  center  of  the  estate.  Ardtornish  House,  as  the  mansion  is  called,  has  now  been  di-vij 
into  five  spacious  "self-catering"  apartments.  Furnishings  are  more  functional  than  fashion 
but  the  thrill  comes  from  simply  sleeping  in  the  echoey  grand  house  and  imagining  an  era  M 
Industrial  Age  moguls  summered  there. 

There  are  also  six  cottages  of  various  sizes  for  rent  on  the  estate.  My  favorite  is  the  Boat  H 
cottage,  a  small  aerie  within  a  few  yards  of  seals  playing  in  the  misty  loch.  The  cottage 
puts  you  within  walking  distance  of  the  seaside  ruins  of  Ardtornish  Castle,  where,  in  1358, 


Hipper  Slipper 


The  St.  Tropez  Jet  Slipper  by  Harry's  Shoes 
Ltd.  ensures  that  your  tootsies  will  be  well- 
cared  for  during  a  long-haul  flight.  This 
suede  shoe  comes  in  pale  blue,  beige  and 
black,  and  is  so  slippery  smooth  it  feels  like  it  might  just  melt  in  your  hai 
Harry':.  Shoes,  launched  in  Britain  last  year,  make  their  debut  states! 
this  fall.  $j4o;  available  at  Fred  Segal,  Los  Angeles  and  Santa  Monica 
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Carpe  Diem.         j 

You've  done  it  your  wholejj 


You  know  how  to  seize  the  moment,  now  its  time  to  seize  the  sky. 

Reward  yourself  for  your  achievements  with  a  world-class  airplane  that  brings 
freedom  and  independence  like  never  before.  The  CIRRUS  SR22  caters  to 
your  desires  of  advanced  avionics  and  unparalleled  safety.  After  all,  they  always 
said  you'd  be  going  places. 

Contact  C'RRUS  at  218-529-7292  or  visit  us  online  at  www.cirrusdesign.com 
THE  MIND ORAI%ENGINEER.  THE  HEART  OF  A  PILOT. 


CIRRUS 
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odges  in  the  Pantanal  are 
entrated  in  the  south,  near 
io  Grande,  and  in  the  north, 
Cuiaba.  Passo  do  Lontra, 
55-67-231-6569,  is  a  cheaper 
n.  More  luxurious  is  the 
gio  Ecologico  Caiman,  (011) 
-3079-6622,  www.c3iman. 
br,  which  covers  530  square 
ieters  and  has  its  own  airstrip. 


ten  upon  a  pair  of  shock- 
beautiful  hyacinth  macaws, 
canoodling  on  a  branch, 
bellowing  at  one  another 
separate  trees.  It's  hard  to 
all  the  animals  straight — 
nars,  jabirus,  jacares  and 
las,  to  name  a  few. 
lone  of  us,  however,  was 
used  about  the  jaguar.  Our 
e,  Chiquinho,  spotted  it 
e  chugged  up  the  river 
flat-bottomed  boat.  It  was 
jngone,  although  still 
>sing.  It  sat  down  behind 
e  bushes  and  peered  at  us 
ugh  the  leaves,  mimicking 
ions  in  that  jungly  Henri 
>seau  painting,  The  Dream. 
g  the  Amazon  or  in  Belize's 
<scomb  jaguar  preserve, 
e  cats  are  said  to  be  nearly 
Dssible  to  spot.  Happens  all 
time  in  the  Pantanal. 
We're  lodging  at  the  Pousada 
so  do  Lontra,  a  series  of  air- 
iitioned,  two-story  cabins 
;d  on  stilts  by  the  river, 
food  is  not  Michelin  guide- 
hy,  but  the  beer  is  blessedly 
.  Aside  from  the  wildlife 
ring'  Chiquinho  has  been 
ing  us  through  all  manner  of 
cities,  including  horseback 
tig  and  piranha  angling,  for 
fch  we  bait  our  hooks  with — 
t  else? — raw  beef.  The  rains 
ig  imminent,  we  are  practi- 
y  the  only  guests  here. 
Yet  at  the  time  when  many 
ists  come,  in  June,  July  and 
;ust,  wildlife  viewing  is 
jably  inferior,  for  the  simple 
>on  that  when  there's  more 
er  the  animals  have  room 
pread  out.  On  the  other  hand, 
se  mud-puddle  massacres  can 
the  dynamics  of  the  animal 
»dom  in  uncomfortably 
It  terms.— THOMAS  JACKSON 


Donald  MacLean  murdered  five  sons  of  the  Maclnnes  clan.  But,  hey,  let's  not  dwell  on  the  past. 
Ardtornish  is  an  easy  two-ferry  ride  from  Oban  on  Scotland's  west  coast,  but  you'll  have 
more  fun  traveling  on  a  ScotRail  overnight  train  called  the  Caledonian  Sleeper.  The  train  pulls 
out  of  London's  Euston  station  around  9  pm.  After  a  drink  in  the  bar  car,  you  retire  to  an 
immaculate  private  compartment,  turn  out  the  lights  and  watch  out  the  window  as  the  train 
creeps  past  the  dark,  Orwellian  suburbs  of  London.  At  daybreak  you  open  your  eyes  and  you're 
surrounded  by  the  drenched,  mossy  Highland  peaks,  blindingly  green  in  the  mist  and  the  slant- 
ing sun.  From  Fort  William,  the  train's  last  stop,  it's  an  hour's  drive  to  Loch  Aline,  through 
some  of  the  sweetest-smelling  air  in  all  the  world.— PATRICK  COOKE 


UTAH 


1  Let  the  SUVs  and  New  Agers  have  Arizona  and  New  Mexico.  The 
Beehive  State  offers  fewer  crowds,  plenty  of  epic  landscapes  and  a  feeling  of 
peaceful  isolation  rare  even  in  the  Old  West  these  days.  One  perfect  place  to  ex- 
perience  it  is  near  Moab,  a  hamlet  tucked  into  the  far  eastern  reaches  of  the  \\ 
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state  where  red  rocks  and  arches  dominate  the  sight  lines  and  the  daydreams  of  America's  moun- 
tain bikers.  It's  a  college  town  with  its  share  of  what  could  be  called  creeping  crystallisation — soon 
the  seekers  may  overflow  Sedona  and  Taos  and  start  hunting  for  their  own  vortices  here. 

But  until  they  do,  it's  still  possible  to  hunker  down  at  the  Sorrel  River  Ranch  Resort  and  Spa, 
situated  17  miles  outside  town,  for  a  week  of  R&R  without  seeing  many  other  greenhorns.  The 
ranch  is  beautifully  set  on  the  banks  of  the  Colorado  River,  with  humbling  views  of  nearby 
mesas.  Its  guest  cabins  and  suites  are  large  enough  to  feel  independent  of  one  another,  so 
you're  not  over-aware  of  your  fellow  guests  unless  you're  actually  stalking  them. 

Visitors  here  can  choose  between  various  levels  of  strenuous  activities  or  none  at  all.  You  can 
book  river-float  trips,  horseback  rides,  ATV  tours  or  mountain-biking  excursions.  You  can 
mosey  into  town  and  indulge  the  impulse  to  purchase  a  cowboy  hat  you'll 
never  wear  anywhere  else.  Or,  you  can  spend  your  time  reading  or 
sketching  a  day  away  on  your  porch  swing. 

We  spent  one  quiet  morning  on  a  horse  trail,  another,  more  lively  one 
floating  downriver  on  the  muddy  Colorado,  stealing  a  glimpse  of  the 
still-standing  set  of  Rio  Bravo.  Arches  National  Park  is  a  mere  half-hour 
drive  (a  couple  of  miles  as  the  crow  flies)  from  the  ranch,  and  it's  worth 
repeated  visits.  Its  terrain  is  so  odd  it  looks  almost  extraterrestrial,  dotted 
with  hundreds  of  naturally  occurring  arches,  acres  of  petrified  woods  and 
otherworldly,  hulking  boulders.  Adventurous  bikers  can  ride  the  leg- 
endary Slickrock  Bike  Trail;  others,  like  us,  elect  to  huff  and  puff  on  foot 
the  quarter-mile  to  the  nearest  scenic  lookout,  collapse  in  a  heap  and  reach  for  a  PowerBar. 

Mornings  filled  with  activity  made  us  grateful  that  Sorrel  River  had  begun  a  major  upgrade 
to  its  health  spa.  While  still  in  the  development  stages  during  our  visit,  the  place  is  clearly  a 
cut  above  anything  else  within  hundreds  of  miles.  Massage,  body  treatments,  steam  rooms, 
saunas,  yoga  classes,  a  gym  facility:  The  ingredients  for  a  big-league  tune-up  are  all  in  place. 
So  is  a  custom-designed  detoxification  program,  should  you  desire  it.  Here  in  Utah,  with  its 
state-mandated  near-beer,  it's  definitely  a  better  bet  than  an  intoxication  program. 

—LORRAINE  CADEMARTORI 


Sorrel  River  Ranch; 

river  view  deluxe 

suites  $269-$299 

per  night  through 

mid-November;  $199 

per  night  in  winter; 

www.  sorrelriver.  com 
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ARIZONA 

Sedona:  Want  to  feel  thel 
real  earth  energy  in  Sedon. 
Tucked  away  out  of  sight, 
out  of  mind  of  the  predictalj 
cowboy  art  galleries  and 
crystal  emporiums,  L'  Aube  | 
de  Sedona's  country 
French-inspired,  newly 
renovated  creekside  cabin 
feature  the  sound  of  wind 
in  the  cottonwoods,  purlin  i 
water  from  Oak  Creek 
and  little  else.  Well,  there  | 
is  one  more  thing:  Chef 
Mark  May's  superb,  candle 
restaurant  is  only  a  few 
dozen  yards  down  the  bantl 
with  its  waterside  terrace  al 
world-class  wine  selectionl 
L'Auberge  de  Sedona, 
(800)  272-6777;  creeksio\ 
cottages,  $355-$475. 


Roy  Hits  the  Road 

Linda  Silver  loves  men.  Her  shaving  and  skin- 
care  products,  first  developed  20  years  ago, 
treat  regular  guys  like  kings.  But  recently, 
this  Beverly  Hills  chemist  found  herself  on 
a  worldwide  quest  for  the  perfect  razor  that 
led  to  the  Milanese  emporium  of  G.  Lorenzi. 
The  result:  a  relaunched  collection,  Roy  by  Linda  Silver- 
including  eye  cream,  moisturizer,  facial  scrub,  shave  cream,  and  now 
razors  and  accessories — that  provides  the  products  and  tools  you  need  to  achieve  a 
perfect  shave.  Travel  kit,  $240,  at  Barneys,  New  York  and  Beverly  Hills,  (888)  BARNEYS. 
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says  you  can't  have  it  al 
hasn't  seen  our 

WINE    LIST. 


It's  100  world-class  wines  served  by  the  glass.  It's  aged  prime  beef  and  stylish 
steakhouse  dining.  And  it's  all  there  waiting  for  you.  Every  night  at  Fleming's. 

WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES. 


flemingssteakhouse.com 
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Back  to  the  Future 

)  the  battle  for  the  soul  of  wine,  some 

producers  are  getting  downright  prehistoric. 


day  about  8,000  years  ago,  some  thirsty 
lonist  in  the  Caucasus  Mountains 
ied  a  clay  pot  full  of  mashed  grapes, 
len  it  was  dug  up — well,  the  one  we 
sw  about  was  dug  up  a  few  years  ago, 
presumably  there  were  others — the 
itents  of  the  clay  container  had  been 
nsformed  into  wine,  giving  birth  to 
"h  the  science  of  oenology  and  the  ex- 
ssion  "getting  crocked." 
As  wine  snobs  multiplied  down  through 
centuries  the  basic  get-go  didn't  change 
Jl,  but  a  lot  of  other  stuff  came  into  play 
amber  One:  Get  rid  of  the  clayjar  taste), 
estions  began  to  arise,  like:  "How  can  I 


get  the  right  clone  of  the  right  grape  with 
the  right  rootstock  planted  in  the  right 
soil?"... and  on  and  on.  Toward  the  end 
of  the  20th  century,  the  great  French 
professor  Emile  Peynaud  would  estimate 
that  3,000  separate  decisions  stood  between 
the  vineyard  and  the  bottle.  Some  wine- 
makers  think  Peynaud  must  have  known  a 
few  shortcuts. 

You  would  think  that  winemakers, 
faced  with  this  overwhelming  chain  of 
decisions — and  only  one  shot  a  year  to  get 
it  right — would  grab  for  all  the  knowledge, 
all  the  technology,  all  the  outside  expertise 
they  could  get.  And  they  have. .  .in  the  past 


20  years.  In  one  generation,  the  world  of 
wine  has  undergone  more  change,  more 
revolution  and  radical  boundary  shifting 
than  in  the  previous  7,880  years.  There's 
scarcely  a  wine  you  could  drink  now, 
from  a  First  Growth  Bordeaux  to  a  $6 
Chilean  Sauvignon  Blanc,  that  hasn't  been 
affected.  There's  good  news  and  bad  news 
here,  but  one  thing's  for  sure:  Never  before 
in  history  has  there  been  so  little  truly  bad 
wine  being  made  all  over  the  world. 

HUNH?  NO  MORE  BAD  WINE? 

Well,  not  none.  But  the  odds  have  radically 
tipped  in  our  favor.  Here's  how  the  wine 
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selection  in  my  neighborhood  package 
store  stacked  up  20  years  ago:  Most  of  the 
shelf  space  was  devoted  to  jug  wines 
(Riunite,  Carlo  Rossi,  Almaden,  etc.).  The 
newly  emerging  "boutique"  California 
wines  were  all  over  the  map  qualitywise. 
Along  with  the  occasional  gem,  for  in- 
stance, were  rows  of  simple,  flabby  reds  and 
gooey  Chardonnays  turning  brown  as  a 
half-eaten  apple  before  your  eyes.  Bad  vin- 
tages of  Bordeaux  were  really  bad  in  those 
days:  tonsil  threatening  or  just  plain  watery. 
Wine  from  Australia,  Chile  and  Argentina 
was  mostly  bottom-of-the-barrel,  cut-rate 
stuff  you'd  be  embarrassed  to  order  on  a 
first  date.  Way  too  many  Italian  reds  and 
Spanish  Riojas  tasted  like  licking  a  splin- 
tery, dried-out  wooden  board.  And  my 
wine  shop  probably  hadn't  even  heard  of 


people  tend  to  be  significantly  different.  If 
these  Boomers'  fathers  or  grandfathers 
were  making  wine  at  all,  they  may  not 
want  to  brag  about  it.  Instead,  a  typical 
wine  person  from  Barossa  Valley  or  Santa 
Barbara  County  is  usually  aching  to  dis- 
cuss what's  new  around  the  place,  all  the 
experiments  going  on.  What's  more,  they 
talk  with  one  another  about  managing 
those  3,000  decisions. 

As  the  postwar  generation  of  Old 
World  traditionalists  has  turned  the  cel- 
lar keys  over  to  their  Euro-Boomer  chil- 
dren, a  kind  of  knowledge  explosion  has 
erupted  across  Europe  over  the  past  10-20 
years.  These  whippersnappers  have  been 
acting  like  New  World  Boomers:  taking 
actual  wine  courses,  traveling  farther  than 
five  miles  from  home,  working  in  cellars 


As  traditionalists  turn  the  cellar  keys  over 
to  their  Euro-Boomer  children,  a  knowledge 
explosion  is  erupting  across  Europe. 


wines  from  Washington,  Oregon,  South 
Africa,  Austria  or  the  south  of  France. 

Obviously  our  options  are  dramatically 
more  life-enhancing  these  days.  But  what 
happened?  Two  things:  Young  people 
started  talking  to  each  other,  and  old  peo- 
ple started  dying. 

You  can  think  of  it  as  different  models 
of  behavior,  Old-World-Old-School 
versus  the  Baby  Boomers  of  All  Contin- 
ents. Here  is  a  representative  conversation 
with  an  Old  World  winemaker  of  the 
Old  School: 

"You  inherited  this  property  40  years 
ago,  how  have  things  changed,  how  has 
your  thinking  evolved  in  that  time?" 

"But  I  have  changed  nothing!  Chateau 
Mossback  is  the  exactly  the  same  as  at  the 
dawn  of  the  Australopithecines!" 

"I  didn't  mean  to  insult  you.  I  just 
thought,  well,  your  neighbor  Pierre  has  a 
new  rotating,  stainless  steel  Australian 
fermenter  that  is  making  great  wine." 

"Pierre!  You  dare  to  speak  to  me  of  that 
young  tete  a  claques  (hcad-for-slapping)?" 
Pause. ...'You  say  he  has  what?" 

Maybe  it's  because  a  generation  ago  a 
lot  of  New  World  winemakers,  notably 
in  California  and  Australia,  essentially 
started  over,  but  conversations  with  these 


where  things  are  done  differently  than 
they  are  back  in  old  Montepulciano. 

Change,  it  turns  out,  doesn't  necessar- 
ily mean  a  falling  off  from  the  classic  stan- 
dard. Over  the  past  couple  of  decades 
Chiantis  have  become  more  concentrated 
and  filled-in,  Riojas  more  lively  and  silky, 
whites  across  the  southern  Continent 
more  rounded  and  aromatic.  Gorgeous, 
expressive  wines  are  suddenly  erupting  all 
over  the  map  of  Europe,  from  sun-baked 
inner  Spain  to  Germany's  Rheinpfalz  to 
the  islands  of  Greece. 

Is  there  any  downside  to  all  this?  That 
depends  on  whom  you  ask. 

THE  RISE  OF  THE  MACHINES 

If  there  is  one  big  problem  with  the  sud- 
den interconnectivity  of  the  wine  world,  it 
is  this:  The  knowledge  and  technology 
that  is  getting  so  widely  disseminated  is 
the  same  knowledge  and  technology  every- 
where. While  that  might  be  a  great  thing 
for,  say,  heart  surgeons,  for  winemakers  it 
is  an  evil  temptation. 

Imagine,  for  example,  that  Kangaroo 
Bob's  Chardonnay  from  Australia  is  a 
huge  hit  in  the  export  markets  that  every- 
body is  dying  to  sell  to,  i.e.  the  U.S.  and 
the  U.K.  It's  fat,  ripe,  pillowy  and  full  of 


oaky  flavors.  Now,  we  down  here  in 
village  of  Garbanzo  in  southern  Italy 
only  envy  that.  Our  local  whites  are  tl 
and  acidic  and  take  a  few  years  to  rou 
out  and  gain  a  little  charm.  True,  the  tl 
is  ours  alone,  representative  of  our  tra 
tions. .  .but  nobody  wants  'em.  The  stsl 
quo  isn't  really  an  option — we're  gett 
killed — which  leaves  us  as  producers! 
Vino  Garbanzo  essentially  two  choice! 
Number  one,  we  can  take  the  risk  t| 
our  native  grapes  and  local  traditions  • 
serve  as  a  springboard.  We  can  use  all  I 
new  knowledge  available  to  us  to  m\ 
Vino  Garbanzo  more  distinctive  al 
unique  and  hope  that  down  the  rcl 
people  will  discover  us  and  appreciate 
fact  that  we've  been  true  to  ourselves. 
Or  two,  we  can  get  with  the  Kangai 
Bob  program.  Thanks  to  I 
the  information  out  there 
can  pretty  well  see  whatl 
Bobbo's  been  up  to.  We  I 
graft  over  or  pull  out  our  cm 

turies-old  native  vines  al 

plant  Chardonnay,  cold  fl 
ment  the  grapes  in  stainless  steel  to  m;l 
the  wine  fruity,  if  simple,  add  some 
expensive  oak  treatments  (maybe  fid 
some  charred  wood  chips  in  the  tanl 
leave  a  little  residual  sugar  in  the  winel 
flatter  the  taste,  and  filter  the  bejeezus  \ 
of  it  to  make  it  shelf  stable.  Presto!  Tl 
wines  of  Garbanzo  now  taste  just  like 
the  most  widely  popular,  most  imme< 
ately  gratifying  wines  in  the  world. 

Is  Garbanzo's  glass  half  full  or  hi 
empty?  Your  view  might  depend 
whether  you  wanted  what  was  in  the  gll 
to  start  with.  The  old-style  wines 
Garbanzo,  like  those  of  thousands  of  otll 
places  around  the  globe,  were  no  heal 
turners.  Now  at  least  they  are  drinkabl 
easy  to  like,  dependable. 

To  other  people,  though,  making  wi I 
homogenous — so  that  wines  from  soutl 
em  Italy  can't  be  distinguished  from  wir 
anywhere  else — is  exactly  the  opposite 
progress.  To  these  people,  the  current  s 
uation  is  nothing  less  than  a  battle  for  t 
soul  of  wine.  That  soul,  they  would  co 
tend,  comes  from  wine's  amazing,  kal< 
doscopic  diversity,  the  ability  of  ferment 
grapes  to  subtly  reflect  the  place  whe 
they  grow,  and  to  some  extent  the  parti 
ular  hand  of  the  winemaker. 
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You  Owe  Your  Loved  One  This  Luxury  Cruise 

Take  time  out  to  enjoy  life  with  someone  you  love.  Treat  that  person  to 
a  Crystal  cruise  with  fabulous  memories  that  will  last  a  lifetime.  Crystal 
has  been  named  the  "Best  Large  Ship"  cruise  line  for  seven  consecutive 
years,  and  we  are  Crystal  Cruise  specialists!  Choose  from  magical 
destinations  around  the  world  and  onboard  activities 
with  round-the-clock  fun. 

^CRYSTAL" 

C/V_J  CRUISES 

Named  "Best  Large-Ship  Cruise  Line"  for  7  consecutive  years 
by  the  readers  of  Travel  +  Leisure  and  Conde  Nast  Traveler 

Only  Oystal-Cruises-Discount.com  offers  you  all  this: 

•  Guaranteed  lowest  Crystal  Cruises  prices 
with  savings  to  60% 

•  Unbeatable  shipboard  gratuities,  special 
amenities,  upgrades 

•  Exclusive  5,000  to  20,000  FREE  miles  on 
your  choice  of  American,  United  or  Delta 

•  Superior  reliability  with  two  decades  of 
exceptional  service 

Crystal-  Cruises-Discount,  com       ^ 

powered  by  ALL-TRAVEUcom 

Phone  877 '-226-2731 

CST#  1015834-10 
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It's  tempting  to  see  the  battle  for  wine's 
soul  as  a  simple  split  between  expensive 
wines — that  can  afford  to  be  different — 
and  inexpensive,  everyday  bottlings.  But 
the  import  portfolios  of  artisan-wine 
scouts  like  Kermit  Lynch,  Jorge  Ordonez, 
Cape  Classics,  Classical  Wines,  Leonardo 
LoCascio  and  Michael  Skurnik  are  chock- 
ablock  with  distinctive  wines  at  reasonable 


will  never  visit  a  chateau  that  admits  it's 
making  wines  to  suit  Parker's  palate  (jusdy 
or  unjustly  believed  to  favor  rich,  bold,  ob- 
vious flavors),  but  you  can't  go  anywhere, 
from  Siena  to  Sonoma,  without  winemak- 
ers  complaining  about  competitors  doing 
just  that. 

It  is  unfortunate  that  Robert  Parker 
should  be  an  (unwitting)  agent  of  confer- 


Biodynamics  involves  a  kind  of  neo- 
Druidism  in  which  tasks  are  performed 
according  to  phases  of  the  moon. 


prices.  And  just  being  expensive  doesn't 
guarantee  a  winery's  immunity  from  the 
herding  instinct.  The  pressures  for  homo- 
geneity are  more  insidious  than  that. 

There  is,  for  exa;  iple,  "The  Parker 
Effect,"  the  all-too-certain  fact  that  a  high 
or  low  score  from  Robert  Parker's  "The 
Wine  Advocate"  new  ;li  .er  can  make  an 
obscure  winery  into  .u;  .might  interna- 
tional superstar  or  give  i  i  mpression  that 
a  famous  name  is  un<      achieving.  You 
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mity,  since  he  himself  has  been  a  consis- 
tent critic  of  Me-Too  winemaking,  and  in 
particular  of  the  growing  dominance  of 
technology.  Like  many  others,  for  exam- 
ple, Parker  deplores  overfining  and  over- 
filtering,  which  strips  wines  of  character  in 
the  name  of  clarity  and  shelf  life. 

THE  NEW  PRIMITIVES 

To  be  sure,  not  all  the  glittering  machin- 
ery available  to  winemakers  is  put  to  use 


blandifying,  simplifying  or  stupefying! 
the  right  hands  it  can  be  used,  as  Ma 
Smart  would  say,  for  good  insteac 
evil.  The  cellar  at  Bordeaux's  Chatij 
Haut-Brion,  producer  of  one  of 
world's  very  greatest  wines,  looks  It 
Houston  Control.  And  Parker  hi 
Marcel  Guigal  in  the  Rhone  Valley  M 
futuristic,  automated  winery  where  m| 
tasks  are  performed  by  robots. 

Nevertheless,  a  deep  suspicion  of  t&!| 
nology,  even  of  modern  methods  has  se» 
in  some  quarters.  One  growing  movem  I 
with  a  number  of  prestigious  winery  i  I 
herents  is  called  "biodynamics."  It  nB 
sound  like  a  new  exercise  program  frlf 
late-night  TV,  but  it  is  in  fact  a  radical P 
thinking  of  wine  farming.  Biodynamfl| 
among  other  things,  involves  a  kind  of  n 
Druidism  in  which,  for  example,  all  mi 
tasks  are  allocated  and  performed  acco 
ing  to  phases  of  the  moon. 

For  many  winemaking  Boomers,  & 
those  who  haven't  gone  quite  so  far, 
chief  attraction  of  the  Information  Ag 
the  ability  to  share  their  roadmaps  bacl 
the  past. 

Napa  Valley  winemaker  John  Kon 
gaard  isn't  a  biodynamicist,  at  least  not  j 
but  he  has  taken  things  about 
far  from  the  Kangaroo  Bob  Chardoni 
program  as  they  could  reasonably  get 
veteran  of  Newton  and  Luna  vineyai 
Kongsgaard  has  now  devoted  himsell 
his  own  small-scale  winemaking  venti 
Not  lacking  in  self-confidence,  Kon 
gaard  is  using  risky,  zero-tech  methi 
that  court  bacterial  spoilage,  browni 
"stuck"  fermentations  and  other  nig 
mares  that  would  give  most  commen 
wineries  the  terminal  heebie-jeebies. 

Kongsgaard  fermented  his  curr 
2000  Chardonnay  in  oak  barrels  us 
only  the  wild  yeasts  on  the  grape  skin 
process  that  took  a  year  (versus,  say,  th 
weeks  using  laboratory  yeasts) — with 
addition  of  sulphur  or  preservatives — s 
the  wine  remained  in  that  barrel  with 
yeast  lees  for  15  months.  It's  a  method  t 
Kongsgaard  likes  to  call  "death  and  res 
rection,"  and  for  $75  a  bottle,  it  produ 
some  of  the  most  mouthwatering,  sti 
ningly  layered  Chardonnay  ever  made 
California.  It  is  also,  here  in  the  year  20  ^ 
about  one  clay  pot  away  from  where 
whole  thing  started.  • 
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URGEON  GENERAL  WARNING:  Cigar 
imoking  Can  Cause  Cancers  Of  The  Mouth 
^nd  Throat,  Even  If  You  Do  Not  Inhale. 


America's  Wheels 
America's  Cigar. 

all  the  vehicles  on  the  road,  nothing  becomes  a  part 
ou  like  a  rugged,  ageless  pickup.  And  of  all  the  cigars 
anerica,  nothing  enhances  your  moments  of  reflection 
the  smooth,  timeless  taste  of  a  Macanudo.  That's  what 
>ires  the  passion  that  makes  Macanudo  America's 
-selling  premium  cigar. 


MACANUDO. 

An  American  Passion. 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  VINTAGE 


WITH  THE  ADDITION  OF  RAYTHEON'S  COMPREHENSIVE 
NETWORK  OF  FACTORY  MAINTENANCE  CENTERS  NATIONWIDE, 
IT  MAKES  BEING  HERE  EVEN  MORE  RELAXING. 

With  what  was  already  the  largest  maintenance  network  in  the  industry,  Flight  Options  has 
added  even  more  support  for  you.  Raytheon,  our  new  partner,  will  provide  additional  factor) 
service  for  our  growing  fleet  of  220  aircraft  at  15  service  centers  nationwide  And  \>)  s<-<  iiring 


impressive  long-term  maintenance  agreements  with  aviation  leaders  Prau  &  Whiinev  Caiiddc 
GE  Aircraft  Engines  and  Honeywell,  we  can  continue  to  provide  you  with  the  broaden  si-rvn 
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ence.  For  our  owners  and  our 
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calling  87  7-703-2  348  or  visiting  our  Web  site. 
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Flight  Options  is  an  affiliate  of  Raytheon  Company. 

Fractional  shares  available  on  the  follov/mg  models:  Gulfstream  IV,  Chal  engei  t  on  50, 

Hawker  300XP,  Citation  650,  Citation  V,  Beechjet  400A,  OtationJet  and  <  no  A  r  B200 


Golf  Bag  by  Thomas  Jackson 


The  Fools  of  Golf 

urban  golf's  premier  event,  the  Emperor 

Norton  Open  turns  the  streets  of  San  Francisco 
into  a  killer  9-hole  course. 


par-3  third  hole  of  the  North  Beach 
course  tees  off  from  the  top  step  of 
ncrete  staircase  on  Jones  Street.  The 
way  below — the  fairway,  that  is — is 
red  with  hazards  as  confoundingly 
ed  as  the  pot  bunkers  on  the  12th  hole 
c.  Andrews.  They  include  a  Mercedes 
-ertible  (roof  up),  a  blue  Audi,  a  clus- 
of  motorcycles  and  a  white  pickup 
k  Just  beyond  those  impediments,  the 
vay  doglegs  to  the  right — although 
alley  continues  toward  bustling  Col- 
ms  Avenue — and  into  the  small  park- 
area  or  a  swing-dancing  joint  called 
ibo's  365.  The  pin  is  against  the  near 
,  guarded  by  decorative  shrubs. 
David  Calkins,  a.k.a.  Tiger  Streets, 
5gers  up  to  the  tee  with  a  3-iron.  To 
ie,  he'll  have  to  slice  the  ball  sharply 
md  that  dogleg.  Or  he  could  try  to  ric- 
et  off  of  the  Mercedes'  driver-side 
r,  which  would  bounce  the  ball  right 
Bimbo's  lot.  The  gallery  hushes  as  he 
imes  the  position.  He  eases  the  club 
c,  cries  "Incoming!"  then  takes  a  home- 
swing  that  nearly  sweeps  his  feet  from 
eath  him.  All  eyes  scan  the  horizon  for 
ball,  which  is  surely  twisting  through 
ce  on  a  perfect  fading  slice. 
\ctually,  it's  still  there  on  the  top  step, 
iged  a  few  inches  by  the  whoosh  of  the 
ping  club. 
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THERE    IS    WHAT    YOU    BRING    TO    THE    TABLE. 

AND    WHAT   THE   TABLE    BRINGS   TO    YOU. 
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A      FAIRMONT      MANAGED      HOTEL 

FIFTH    AVENUE    AT    CENTRAL    PARK    SOUTH.    NEW    YORK 

1-888-298-4932      •      WWW.FAIRMONT.COM 
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flick/ "Big  Shooter"  Abruzzo  has  a 
re  sensible  approach.  Using  a  putter, 
j^ves  the  ball  a  mere  kiss,  letting grav- 
bounce  it  down  the  stairs  and  slowly 
rard  the  dogleg.  All  goes  well  until  a 
ble,  or  perhaps  a  bottle  cap,  sends  the 
.  skittering  into  the  swale  where  the 
torbikes  are  parked. 
D.J.  Skillman,  meanwhile,  has  wisely 
sen  to  shoot  with  a  sand  wedge.  It  he 
put  enough  English  on  the  ball,  it 
uld  drop  like  a  dead  bird  where  the 
way  crooks.  He  executes  his  preshot 
tine,  which  consists  of  a  giant  swig  of 


new  generation  has  unleashed  a  fresh 
wave  of  silliness  on  the  Bay  City.  In  2000, 
Calkins,  Abruzzo  and  others  staged  a 
barbecue  in  Union  Square  promoting 
feral  pigeons  as  a  renewable  food  source. 
Members  donned  chefs  uniforms,  fired 
up  grills  and  passed  off  precooked  squab 
as  pigeon  meat,  while  others  chased  birds 
around  the  park  with  butterfly  nets.  "We 
were  poking  fun  at  the  city  in  general," 
reminisces  Calkins,  but  also  "the  pigeon 
population  and,  of  course,  PETA."  In  the 
annual  Salmon  Run,  they  masquerade 
as  fish  and  sprint  San  Francisco's  yearly 


lie  2  plays  down  a  fenced-in,  switch- 
eking  stairwell  and  onto  the  black- 
Dped  North  Beach  Playground.  Hazards 
"Jude  anti-moped  poles  and  children. 


Jweiser,  then  takes  his  cut.  The  ball 
>s  up  and  skips  along  the  air,  over  the 
>  and  well  past  the  turnoff.  It  nearly 
Is  up  beneath  the  trucks  roaring  up  the 
nue.  "Oh, yes"  cries  Skillman,  as  he 
inds  down  the  stairs  after  it. 
This  is  not,  of  course,  the  way  the 
v\\  and  Ancient  game  is  meant  to  be 
yed.  Golf  happens  on  bosky  hills  and 
idy  seashores,  not  blacktops  and  back 
ys.  But  then,  the  R&A  has  no  affil- 
on  with  this  tournament.  Nor  does 
U.S.G.A.  or  the  World  Minigolf 
>rt  Federation,  for  that  matter.  No, 
sponsor  of  today's  event  is  an  obscure 
on  of  renegade  linkspeople  called  the 
jan  Golf  Association.  Today  they're 
jing  the  3rd  annual  Emperor  Norton 
en,-  a  tournament  played  on  a  preset 
iole  course  that  wends  its  way  through 
1  Francisco  from  North  Beach  to 
herman's  Wharf. 

The  U.G.A.'s  ringleaders  are  core 
mbers  of  the  Cacophony  Society,  a 
sely  knit,  apolitical  band  of  "culture 
imers"  that's  been  making  mischief  in 
1  around  San  Francisco  since  1986. 
>st  famously,  its  early  members  played 
instrumental  role  in  the  Burning  Man 
tival's  explosive  growth  from  an  in- 
tate  effigy-torching  party  in  the  late 
os  to  the  28,000-person  extravaganza 
s  today.  The  group's  other  activities 
>ed  in  the  1990s,  but  in  recent  years  a 


Bay  to  Breakers  road  race — in  the  wrong 
direction.  Wackiest  of  all  is  the  Urban 
Iditarod,  when  Cacophonites  dress  up  as 
dogs  and  harness  themselves  to  shopping 
carts — each  manned  by  a  musher — and 
race  a  hilly,  3.4-mile  course  through  Union 
Square,  Chinatown,  North  Beach  and 
Fisherman's  Wharf. 

As  is  the  society's  custom,  the  local 
authorities  have  not  been  officially  not- 
ified about  today's  event.  But  that's  OK. 
"Generally  when  there's  a  big  crowd 
of  stupidity,"  says  Calkins,  "they  know 
it's  us."  And  they  certainly  don't  mind 
when  at  noon  about  80  U.G.A.  members 
and  assorted  tag-alongs  convene  in  a 
loud  and  disorderly  manner  beneath 
the  Ben  Franklin  statue  in  Washington 
Square  Park.  Judging  from  the  golfers' 
mock-Scottish  attire,  they've  just  ripped 
through  the  secondhand  shops  in  the 
Mission  District.  One  duffer  is  wearing 
a  yellow-and-white  striped  shirt,  a  red 
paisley  tie,  knickers,  purple  and  lime- 
green  argyle  socks  and  a  tweed  cap. 
Another  is  sporting  striped  clown  pants 
with  two-toned  wingtips  and  a  leopard- 
skin  brimmed  red  cloche.  A  young  woman 
called  Sandwichgirl  is  wearing  a  yellow, 
green  and  red  polyester  tartan  suit  and 
a  gob  hat  with  a  wind  vane  mounted 
on  top.  Calkins  and  Abruzzo,  both 
among  the  U.G.A.'s  founding  members, 
look  comparatively  straitlaced  in  their 


UOFtG  HYSEK 


KILADA 


S  W  ITZERLAND 


For  more  information  contact 

JORG  HYSEK  NA  •  800  358  9212 

www.hysek.com 


/yJmm 


RUTH'S^- 


STEAK  HOUSE 


WWW.RUTHSCHRIS.CDM     1/8QO/544/D8DB 


HAWAII       •       CANADA       •       HQNG      KONG       •       MEXICO       •       TAIWAN 


Masters  jackets,  complete  with 
)idered  crests. 

ost  plavers  are  making  do  with 
jle  club.  The  3-iron  is  a  popular 
e,  as  it  can,  in  principle,  be  used 
»th  driving  and  putting.  But  I  also 

polo  mallet  and  a  lacrosse  stick. 
ns  and  croquet  mallets  are  popular, 
gend  has  it  that  one  year  someone 
1  with  a  sledgehammer.  Sandwich- 
las  a  giant  driver,  custom-made 

papier-mache,  that  breaks  the 
i.A.'s  club  head  size  limit  by  about 

0  cubic  centimeters.  There's  even  a 
— St.  Andrew  help  us — that  one 
is  working  with  a  paper  towel  roll. 

r  the  ball,  the  U.G.A.  provides  a 
lawsuit-prooF  variety  roughly  the 
>f  a  tangerine.  Now  the  standard 
ban  golf,  these  balls  were  first  used 
Lrily  as  therapeutic  squeezy  toys  for 

1  tunnel  sufferers. 

lunning  the  rules  of  tournament 
:  play,  the  golfers  set  out  in  "heats" 
to  15  players  each.  I  join  the  first 
which  includes  Calkins,  Abruzzo, 
nan  and  others,  as  well  as  a  crew 
Channel  5  news.  Hole  1  is  little 
than  a  warm-up,  an  easy  par  3 
>  the  park's  lawn.  Hole  2,  on  the 
hand,  is  as  heartbreaking  as  the 
mentioned  3rd.  It  plays  down  a 
d-in,  switchbacking  stairwell  and 
the  blacktopped  North  Beach 
round.  Hazards  include  anti-moped 
and  children.  On  the  par-3  4th, 
i  on  the  Mason  turnaround,  mov- 
able cars  clog  the  fairwav  and  a 
iced  station  manager  shakes  his  fist 
ells,  "You  have  no  business  here! 
jut.  of  here!"  The  6th  hole  cuts 
igh  an  outdoor  art  fair  in  a  park 
the  Median.  "Don't  tell  me  you're 
lly  going  to  golf  here,"  groans  one 
:  vendors.  She  shakes  her  head  in- 
ndy,  but  registers  no  surprise  at  the 
xance  of  the  ten-somes, 
deed,  the  locals  here  in  free-wheel- 
an  Francisco  seem  inured  to  this 
of  stuff.  "I  came  here  on  the  cable 
emarks  one  of  the  more  ridiculously 
:d  duffers,  "and  no  one  gave  me  a 
d  look."  It's  the  tourists  who  take 
t,  and  as  we  approach  Fisherman's 
rf  for  the  back  four,  the  streets  be- 
thick  with  them.  "Where's  the  golf 


course?"  one  asks.  On  the  long,  palm- 
tree-and  flower-bed-covered  8th  fairway, 
also  known  as  Maritime  National  His- 
torical Park,  there  are  so  many  of  them 
that  they've  become  nearly  impossible  to 
play  around.  They  stop  and  stare.  They 
take  pictures.  Back  at  hole  3,  two  out-of- 
towners  from  Stockton,  California,  are 
coaxed  from  their  hotel  window  to  join 
the  round.  Rare  is  the  tournament  where 
the  gallery  merges  with  the  talent. 

There  is  no  19th  hole  on  the  North 
Beach  course,  but  there  are  nine  desig- 
nated bars.  In  each  place,  quiet  drinkers 
are  wrenched  from  their  reveries  by  waves 
of  rowdy,  plaid-clad  golfers  chanting, 
"U.G.A.!  U.G.A.!"  At  La  Rocca's  Corner 
on  Columbus,  the  official  dive  between 
the  second  and  third  holes,  the  owner  is 
handing  out  free  hot  dogs  to  go  with  the 
cold  Pabst.  The  bartender  at  the  Buena 
Vista  Cafe,  the  stopover  between  the 
eighth  and  ninth,  is  pouring  a  row  of 
Irish  coffees  about  three  feet  long. 

But  the  beers  and  the  whiskies  and 
the  Jagermeister  shots  are  not  improving 
anyone's  game.  The  level  of  play,  in  fact, 
is  rapidly  sinking  from  mediocre  to  plain 
awful.  It's  unclear  by  the  time  we  leave 
Knuckles  bar  on  North  Point  Street 
whether  anyone  is  even  keeping  score. 
When  I  point  this  out  to  a  duffer  named 
Taylor,  he  scolds  me  with  the  U.G.A.'s 
motto.  "We  play  for  bar,"  he  incants, 

u  n 

not  par. 

And  besides,  these  golfers  can  hardly 
be  expected  to  foment  public  confusion 
and  fill  out  scorecards  at  the  same  time. 
Winning,  basically,  is  irrelevant  at  Caco- 
phony Society  events.  It's  the  ruckus  that 
counts.  And  boy  are  they  making  one 
here  at  the  ninth  hole.  After  hitting  eight 
watering  holes,  most  of  them  are  pretty 
well  soused.  "Come  on,"  says  the  guy  in 
knickers  to  a  fetching  young  lass.  "Make 
out  with  me."  The  tee  is  the  edge  of  a 
plaza  overlooking  a  quay  along  the  water. 
Par  is  1.  Each  in  turn,  the  golfers  drive 
their  balls,  to  general  cheers,  out  into  blue 
San  Francisco  Bay.  Soon  there  are  at  least 
a  dozen  of  them  bobbing  in  the  surf.  But 
down  on  the  rocks  at  the  water's  edge  two 
young  ladies  are  using  3-irons  to  fish 
them  out.  "We're  environmentalists," 
says  one.  At  least  some  things  are  still 
sacred.  Golf  just  isn't  one  of  them.  • 
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JOHN   FERNELEY,   SEN.   (1782-1860) 

Two  hunters  in  a  wooded  river  landscape 

signed  and  dated  1827;  oil  on  canvas;  43  x  62  in.  (109.2  x  157.5  cm.) 
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)iary  of  a  Country 
Gentleman,  Part  IV 

Long  on  advice,  short  on  gratitude,  the  French 
ad  a  coalition  of  kvetching  in  New  Hampshire. 


never  told  this  to  anyone  before,  but 
»vife  has  French  blood.  She's  lived  in 
J.S.  since  she  was  eight,  so  she's  recov- 
g.  But  her  sister,  Francoise,  who  went 
le  Sorbonne  and  married  her  professor 
re-Deconstructionist  Literary  Criti- 
I  is  not  expected  to  survive.  Especially 
if  my  neighbors  in  Quaintford,  New 
npshire,  get  their  hands  on  her. 
t  was  not  a  good  idea  for  Francoise  to 
o  the  A  8c  P  and  announce,  even  in 
ich,  that  Americans  are  fat  and  have 
ble  food,  when  the  woman  who  runs 
deli  counter  weighs  200  lbs.  and  is 
ted  Trudeau  and  has  a  mother  from 
:bec  City.  Francoise's  husband  is  less 
ble  and  mostly  makes  little  disgrun- 
French  noises:  "Pffi,  we  were  charged 
for  Camembert  at  this  A  et  P."  Never 
d  that  I  was  paying  for  the  groceries, 
'rancoise  has  been  telhng  every  guy  in 
iform  that  he  killed  babies  in  Iraq.  The 
in  man  was  offended.  I  was  offended, 


,   J 


myself,  having  covered  the  war  as  an 
embed  with  the  854th  Public  Relations 
Battalion.  I  was  right  at  the  front  —  in  the 
first  row  at  the  coalition  military  briefings 
in  Doha,  Qatar.  Maybe  you  saw  me  on 
TV.  I'm  writing  a  book  about  my  wartime 
adventures,  Macintosh  Down. 

My  wife  is  also  ready  to  kill  her  sis- 
ter. Francoise  makes  a  lot  of  comments 
about  my  wife's  clothes. 

Francoise:  "Those  boots,  the  heel  is  too 
flat.  They  do  not  flatter  your  calves.  The 
boots  lack  a  certain  chic." 


My  wife:  "I'm  hosing  out  the  barn." 
Our  kids — Muffin,  six,  and  Poppet, 
three — aren't  too  happy  either.  All  that 
Francoise  and  her  husband  brought  them 
from  Paris  was  a  videocassette  of  a  chil- 
dren's cartoon  show  allegedly  very  popular 
in  France,  Bob  the  Visionary  City  Planner 
("Can  we  theorize?  Yes  we  can!").  Then 
Francoise  made  the  girls  grilled-cheese 
sandwiches  with  Camembert. 

Dinner  table  conversation  is  strained. 
"Ehhh,  it  is  jejune,  the  next  novel  by  John 
Updike,"  says  Francoise's  husband.  Being 
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a  Pre-Deconstructionist  literary  critic,  he 
specializes  in  textual  analysis  of  things  that 
haven't  been  written  yet. 

"American  chicken,"  says  Francoise, 
"the  flavor  is  absurd,  puerile.  The  secret  to 
the  taste  of  the  chicken  in  France  is  the 
naturalism,  the  liberation  of  the  diet  of  the 
chicken,  who  eats  of  the  earth  unspoiled 
by  the  biotech,  who  is  free  to  peck  upon 
the  delicate  creatures  of  the  garden,  les 
insectes  de'licieux."  This  was  one  of  our  own 
chickens,  named  Eggsaggeration,  who 
kept  breaking  out  of  the  chicken  coop  and 
getting  into  the  dog's  food.  I  thought  the 
French  were  supposed  to  like  horsemeat. 

Furthermore,  Francoise  and  her  hus- 
band have  come  to  visit  in  the  middle  of 
woodcock  hunting  season,  when  I've  got 
better  things  to  do  than  comfort  Muffin 
about  what  Francoise  did  to  her  pet  frog 
with  a  saute  pan. 


out  to  be  a  rooster,  and  a  big,  ferocious  one 
at  that.  Eggsistential  chased  the  Quaint- 
ford  tax  assessor  around  the  barn  and  into 
the  pond,  which  was  funny  until  we  dis- 
covered we  were  being  assessed  an  addi- 
tional $100,000  of  property  value  for  own- 
ing an  exercise  and  fitness  facility.  Anyway, 
Barbie  and  Eggsistential  had  their  own  lit- 
de  Iraq  War  one  night.  When  I  went  down 
to  the  farmyard  in  the  morning,  Eggs- 
istential was  asleep  in  the  doghouse  and 
Barbie  was  perched  on  a  rafter  in  the  barn. 
Barbie  has  been  frightened  of  birds  ever 
since.  The  birds  know  this.  When  Barbie 
is  in  a  woodcock  cover  and  gets  a  scent,  he 
comes  flying  out  of  the  bush  with  his  tail 
between  his  legs.  And  the  woodcock  come 
right  out  after  him,  chasing  the  poor  dog 
through  the  woods.  "You  own  one  of  the 
rare  few  unflushing  breeds,"  says  Alex. 
However,  if  one  positions  oneself  correct- 


I  covered  the  war  as  an  embed  with 
the  854th  Public  Relations  Battalion.  I  was 
right  at  the  front — in  the  first  row  at  the 
coalition  military  briefings  in  Doha,  Qatar. 


I  see  a  lot  of  promise  in  my  young  bird 
dog,  Barbie.  He  (named  by  the  children — 
it's  a  long  story)  has  an  excellent  nose. 
"Considering,"  says  my  hunting  buddy 
Alex,  "that  it's  covered  with  dirt  from  dig- 
ging gigantic  holes  in  your  yard.  The  way 
he  turns  up  night  crawlers,  maybe  he's 
actually  a  Bluegill  Pointer."  Barbie  does 
need  more  training.  I've  been  using  one  of 
those  electronic  shock  collars.  And  boy,  do 
they  deliver  a  jolt,  as  I  found  out  when 
Barbie  ran  off  with  the  remote  control 
while  I  was  holding  the  collar  in  my  hand. 

Barbie  exhibits  an  unconventional 
hunting  style.  He  loves  to  go  into  wood- 
cock covers  because  there  are  plenty  of 
places  to  dig  for  earthworms,  which  is  what 
woodcock  eat.  And,  as  I  said,  Barbie  has 
an  excellent  nose.  He  can  smell  a  bird 
100  yards  away.  But  when  he  does  so,  he 
doesn't  exactly  go  on  point.  This  may  have 
something  to  do  with  Barbie's  relationship 
with  another  one  of  our  chickens,  Eggsis- 
tential. Barbie  was  very  aggressive  with 
the  chickens  when  they  were  chicks.  But 
Eggsistential — never  a  good  layer — turned 
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ly,  the  attacking  woodcock  offers  an  easy, 
straight-on  shot.  Even  Alex  admits  that 
it's  a  productive  hunting  strategy.  He  and 
I  have  come  home  every  day  with  our 
game-bag  limits. 

"Ppph,  the  American  woodcock,"  said 
Francoise's  husband.  "Similar  to  the  Euro- 
pean woodcock,  la  be'easse,  but  not  so 
substantive,  not  so  sophisticated  in  its 
response  to  the  armed  interventions  of  the 
hunters,  not  such  an  oiseau  serieux.  Yet 
delicious  nonetheless." 

Meanwhile  Francoise  was  holding  forth 
on  American  cheeses:  "The  secret  to  the 
taste  of  the  cheese  in  France  is  the  solidarity 
of  the  cows,  their  empowerment  to  roam 
the  fields,  choosing  the  seasoning  herbs  for 
the  cud  at  their  will.  The  pleasure  of  the 
eating  is  all  in  what  has  been  eaten  by  les 
animaux.  This  cheese,  it  is  insipid.  It  has 
no  piquancy,  no  bouquet."  Although,  when 
she  sliced  the  Vermont  Liederkranz,  the 
family  of  skunks  that  lives  under  our 
kitchen  porch  beat  a  retreat  across  the  lawn. 

Alex  is  a  Vietnam  vet.  He  is  still  miffed 
by  the  behavior  of  "Capitulation  Nation" 


at  Dien  Bien  Phu.  "I'll  be  damned,"  hel 
later,  "if  I'm  going  to  let  you  feed  the  si 
sucking  ooh-la-las  any  of  the  woodcol 

"That  Barbie  worked  so  hard  to  J 
I  said. 

"Or  that  worked  so  hard  to  get  Bar! 
said  Alex.  "Why,  I  could  have  beenfi s\ 
in  the  Mekong  if  the  French  hadn't  gel 
there  first. . .  .Wait  a  minute,  I  have  an  id 

We  had  three  more  wi 
of  entertaining  La  Fra 
The  fall  foliage  was 
clared  to  be  "of  unce 
taste."  My  wife's  SUV  "has  the  resp 
bility  for  the  martyr-bombings  of  the 
stinian  people."  (I  arranged  for  Fran 
and  her  husband  to  employ  energy-d 
serving  mass  transportation  for  t 
return  trip  to  the  Boston  airport,  by  G 
hound  with  six  bus  transfers  be 

Quaintford  and  Logan.  J 
get  a  measure  of  relief  fl 
pronouncements,  I  spent 
hours  on  hold  with  the  <| 
satellite  television  comrl 
serving  New  Hampshl 
Beige  Mountains,  Adeljl 
Chapter  11,  getting  a  ecl 
subscription  to  the  Euro 
Union  cable  channel.  Program 
includes:  Who  Wants  to  Be  a  Tax  Refu^ 
World  Court  Smack-Down,  Livefron. 
Hague;  Everyone  Loves  Yasser;  Bob 
Visionary  City  Planner;  Joe  Euro;  Fer 
la  Bouche  (a  roundtable  of  journa 
interviewing  EU  ministers)  and  h\ 
o/Your  Business,  with  Lou  Dobbs  (dub 
in  French). 

Finally  there  was  a  farewell  din 
"The  woodcock,  perhaps,"  said  Franco 
husband,  who  did  not,  for  once,  prec  ( 
his  statement  with  a  lip-fart. 

"Better  than  that,"  said  my  v  I 
"Francoise  is  quite  right.  Flavor  is  de 
mined  by  diet.  And  to  capture  the  esss 
of  the  woodcock  flavor,  we  must 
beyond  mere  woodcock.  We  must 
what  the  woodcock  himself  eats.  Voile 
I'd  let  Barbie  stay  up  all  night  digj 
in  the  lawn.  My  wife  fried  the.  proct 
and  served  them  in  heavy  cream. 

George  W.  Bush  and  Donald  Ru 
feld  may  have  thwarted  the  French.  B 
have  made  them  eat  worms.  And  say  t 
liked  it.  (My  wife  and  I  had  spinach  zit 
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)ream,  Build  or  Charte 
The  Yacht  of  Your  Desires 

^New  York  City  news  flash:  "A  publicity-shy  British  financier  plans  to  pay 
$45  million  in  cash  for  a  12,000-square-foot  perch  at  the  edge  of  Central 
Park,  the  most  expensive  apartment  sale  in  Manhattan  history."  In  the 
real  world,  it's  the  landlocked  real  estate  deals  that  make  the  news. 
Operating  under  the  radar  of  newsrooms  everywhere  is  the  seductive  world  of 
:hting.  In  2003  (according  to  Yachts  International  magazine's  annual  Global 
oort),  140  shipyards  are  constructing  520  yachts  of  80  feet  and  larger  (totaling 
032  feet  in  length)  —  certainly  a  newsworthy  item.  However,  in  the  world  of 
:hting,  the  launch  of  a  188-foot  megayacht  costing  some  $42  million  rarely  cross- 
an  editor's  desk.  Mega-deals  are  in  the  making  every  day,  and  the  secrets  are 
sled.  Yachting  is  a  subject  surrounded  by  mystery  and  romance. 


'When  my  life  is  over, 
my  fervent  prayer  it  is, 
that  i  should  pass  to  heaven, 
and  spend  my  days  like  this, 
for  i  should  be  in  paradise, 
and  sail  to  where  i  wish, 

ON  THE  Douce  WITH  WHO 

I  WANT,  AND  LIVE  IN  ENDLESS  BLISS." 

The  Bourne  Family 

Douce  France,  March  2003 
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Westport  is  a  pioneer  in  the  use  of  composite  materials  in  yacht  and  commercial  construction 


"The  silence  and  mystique  of  yacht- 
ing give  it  an  extraordinary  amount  of 
fun  and  stress  relief,"  says  David  Jones, 
CEO  of  Westport,  North  America's 
largest  builder  of  composite  yachts. 
"Those  who  partake  of  its  luxuries  share 
time  without  spectators.  It  gives  them  a 
chance  to  enjoy  themselves  but  not  be 
noticed." 

So  if  you're  new  to  this  fashionable 
way  to  relax,  or  if  you've  already  experi- 
enced life  at  sea  aboard  a  fine  floating 
vessel,  you'll  most  likely  agree.  Yachting 
is  the  only  diversion  where  you  can  truly 
get  away  from  it  all. 

GET  AWAY  WITH  A  NEW  YACHT 

The  birth  of  a  child  is  the  only  thing 
that  many  owners  claim  can  match  the 
launching  of  a  newly  built  yacht.  "I'm 
almost  sad  the  day  the  yacht  is  complet- 
ed," says  Herb  Chambers,  Excellence 
Ill's  owner.  "Half  the  fun  of  owning  a 
yacht  is  building  it."  (Chambers  is  cele- 
brating the  third  of  his  "Excellence" 
series  of  yachts.  This  one  was  built  by 
Abeking  &  Rasmussen.) 

In  North  America,  Westport,  a  top 
North   American   yacht   builder,    is   the 


A  rendering  of  Westport 
new  flagship  ...a  164-foi 


"We've  developed  a  yacht  (the  164-foot)  that 
finishes  nicely  ...  no  flaws  in  the  structure. 
She's  a  yacht  that  is  extremely  strong  and  fasi 
and  we're  proud  of  her  debut." 

—  David  Jones,  CEO,  WestpQ' 


place  to  start.  The  company  will  soon 
launch  the  largest  composite  motor- 
yacht  to  date  that  complies  with  (U.K.) 
Maritime  and  Coastguard  Agency  (MCA) 
standards.  Westport  recently  appointed 
Jones  to  its  helm.  A  former  CEO  of 
Outboard  Marine  Corporation  and 
Mercury  Marine,  as  well  as  former  pres- 
ident of  Force  Outboards,  a  division  of 
Bayliner  Corporation,  Jones  holds  a  doc- 
torate in  mechanical  engineering  from 
North  Carolina  State  University  and 
knows  boats  from  the  bow  to  the  stern, 
including  the  engine.  "I've  always  had 
boats  and  loved  spending  leisure  time 
out  on  the  water,"  he  says.  With  a  wife 
who  "loves  to  anchor,"  Jones  says  he's 


a  man  who  likes  to  move.  That's  whyi 
new  marriage  to  Westport,  a  comp 
with  its  sights  set  on  an  aggressive  b 
ness  plan,  is  a  perfect  match. 

Showboats  International,  a  leac 
consumer  publication  serving  the  le 
yacht  market,  publishes  Order  Book 
overall  trends  and  offers  compara 
data  among  nations  and  indivc 
builders.  In  its  most  recent  survey  fi 
January  2003,  Showboats  lists  West| 
—  with  nine  projects  in  progress,  tota 
1,034  feet  —  as  10th  largest  in 
world,  surpassing  all  other  U.S. 
Canadian  builders.  The  company's  c 
struction  agency  includes  seven  ves: 
annually  from  30  meters  to  40  me 
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rdale  Convention  Center 
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O-r KeyBank  USA    1\\M\K 
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Most  complete  selection 

of  yacht  builders, 
designers,  decorators,  and 
manufacturers  in  The  World 
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of  engines,  electronics, 
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DAYS  &  HOURS:  Thursday,  October  30th  through  Sunday,  November  2nd,  10am  -  7pm  •  Monday,  November  3rd,  10am  -  6pm 
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For  Additional  Information: 
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Azimut's  Leonardo  98-foot  has  been  higmy\praised  by  the  yachting  media 


(98  feet  to  130  feet),  with  a  new  50- 
meter  (164-foot)  tri-deck  model  currently 
under  construction.  Additionally,  it  oper- 
ates shipyards  in  Westport,  Hoquiam  and 
Port  Angeles,  Wash.,  with  sales  offices 
in  Seattle  and  Fort  Lauderdale,  Fla. 

Founded  in  1964,  Westport  has  built 
and  launched  a  wide  variety  of  vessels, 
from  commercial  fishing  boats  and  fast 
passenger  ferries  to  luxurious  motor- 
yachts.  A  pioneer  in  the  use  of  com- 
posite materials  in  yacht  and  commer- 
cial construction,  the  company  has 
completed  more  than  50  yachts  and 
commercial  vessels. 

"Our  original  focus  on  oceangoing 
craft  for  the  North  Pacific  commercial 
fishing  fleet  has  become  a  cornerstone 
o:  our  dedication  to  quality  design  and 
construction,  and  is  reflected  in  the 
stead- ;  worthiness  of  each  motor- 

yacht  3    built,"    Jones    says. 

"Today,  v..  rX  builds  composite 
motoryachts  e  isiveiy,  each  one  an 
eloquent   state,  i  I    elegant   style, 

stellar  performance  a  id  unsurpassed 
comfort;  each  one  eftiL      T,  i  raft  d.' 

Jones,  a  bright,  talkative  "market  ng 
genius  of  the  times"  (according  to  one 
of  his  peers),  says  these  are  good  days 
for  his  company.  "Westport  has  made  a 
significant  upfront  investment  in  order  to 


With .. 

strong  names,  Azimut 

defined  its  labels,  and  c 

sumers  are  offered  two  co 

pletely  different  program 

depending  on  their  tas 


insure  that  the  build  proceeds  smoothly 
without  delay  or  rework  for  an  on-time 
delivery  to  the  client,"  he  says.  "This 
investment  includes  precision  tooling 
and  patterning  for  superior  fit,  finish  and 
structural  integrity.  We've  developed  a 
yacht  (the  164-foot)  that  finishes  nicely 
—  no  flaws  in  the  structure.  She's  a 
yacht  that  is  extremely  strong." 

Jones  touts  the  company's  new  flag- 
ship, the  164-foot  tri-deck.  With  an 
advanced  hull  design  by  renowned  naval 
architect  William  Garden  and  styling  by 
Donald  Starkey,  this  sensational  com- 
posite yacht  elevates  cruising  luxury  to  a 
new  level,  according  to  the  CEO. 
Lavishly  appointed,  the  164-foot  accom- 
modates owners  and  up  to  10  guests  in 
unsurpassed  comfort  and  privacy.  An 
innovative  arrangement  includes  a  top- 
deck  VIP  suite  with  its  own  sun  deck  and 


a  large  formal  dining  room  adjacen; 
the  galley.  The  master  suite  on  the  n 
deck  spans  the  full  beam  for  spao| 
comfort.  The  salon  features  intirr 
conversation  areas,  with  a  large  cow 
deck  just  aft  for  outdoor  gathering: 
hot  tub  and  full-service  bar  on  the  ex| 
sive  fly  bridge  allow  sunning  and  rela 
socializing.  At  swim  platform  level 
garage  houses  tenders  for  convey 
launch  and  recovery. 

Designed  for  exceptional  en 
speeds,  destinations  are  within  i 
reach.  Orders  are  being  accepted 
Westport 's  164-foot,  and  accordinc 
Jones,  her  debut  is  already  genera 
enthusiasm. 

EUROPE'S  AZIMUT  AND  BENETTI 
STILL  ON  TOP  OF  THE  WORLD 

If  you  pass  Dott.  Paolo  Vitelli,  p 
dent  of  the  Azimut  Group,  on  the  str 
you  might  mistake  him  for  a  celebril 
a  foreign  head  of  state.  Handsome 
with  a  distinguished  demeanor,  he  h 
spring  in  his  step  and  an  air  of  | 
dence.  Vitelli's  leadership  has  lee 
worldwide  production  records  for 
company  and  has  defined  success, 
companies  include  the  Azimut  Gr< 
which  includes  Azimut  Yachts 
Benetti  Yachts,  two  of  the  world's  r 
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COUPE       98       LEONARDO 
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THE       FACT       THAT       YOU       TRAVEL       BY  LIMOUSINE       WHEN 

fOU'RE       ASHORE       SHOULDN'T       STOP  YOU       APPRECIATING 

A       COUPE       WHEN       YOU'RE  AT       SEA. 

WWW.AZIMUTYACHTS.NET 
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Y  A   C""H    T   S 


ADVERTISEMENT      6 


jl\s  Douce  France  offers  the 

with  a  passion  for  sailing  an 

unparalleled  experience,  so  dc 

others  in  the  world  of  sailin 

and  motoryacht 

charters. 

Excellence  III 
is  one  of  those. 


highly  recognized  yacht  builders.  Right 
now,  both  companies  stand  firm,  holding 
first  place  among  the  top  10  builders  in 
the  world,  according  to  Showboats. 

At  the  end  of  2002,  Benetti 
announced  an  increase  of  40%  in  sales 
volume.  This  achievement  occurred  dur- 
ing a  time  when  the  market  suffered  due 
to  tragic  world  events.  This  year,  the 
company  was  singled  out  by  two  of  the 
industry's  most  highly  respected  yacht- 
ing publications  —  Yachts  International 
and  Showboats  International  —  as  first 
in  building  yachts.  Constructing  both 
composite  (up  to  45  meters)  and 
steel/aluminum  yachts  (50  meters  and 
larger),  both  Azimut  and  Benetti  have 
captured  the  fancies  of  the  world's  most 
exclusive  clientele,  recently  acquiring 
the  former  Orlando  shipyard  of  Livomo, 
Italy.  Benetti  will  occupy  the  280,000- 
square-meter  facility  that  will  bring  the 
company  closer  to  fulfilling  its  vision  of 
unparalleled  growth. 

With  one  company  and  two  strong 
names,  Azimut  has  defined  its  labels, 
and  i  sumers  are  offered  two  com- 
pletely di  l  programs,  depending 
on  then  taste.  V  more  than  55%  of  its 
turnover  from  y  I  ier  than  24 
meters,  the  com  rod  ices  fast 
boats  with  a  maxirr  n  limh  of  36 
meters  under  the  A.  ii  \-  more 
than  24  meters,  Azin  :  offers  the  74- 
foot,  80-foot,  85-foot,  :  I  eonardo 
and  100-foot  Jumbo. 

"The  worldwide  nauticai  el  has 

grown   enormously   over  the     u      lew 


years,"  says  Vitelli.  "Azimut-Benetti  ben- 
efits from  a  positive  trend  in  growth  with 
a  development  rate  similar  to  that  of 
past  years.  It  is  a  magnificent  result  that 
awards  the  strategy  and  the  people  that 
have  made  this  possible,  but  this  is  not 
enough  for  us.  Today,  the  Group  is  seek- 
ing to  better  itself,  not  only  with  regard 
to  quantity,  but  above  all  with  regard  to 
quality.  We  want  our  customers  more 
and  more  to  be  happy  and  satisfied." 

A  company  based  on  quantity  and  the 
highest  level  of  quality,  Azimut  is  concen- 
trating on  providing  total  excellence, 
Vitelli  says.  Under  his  leadership,  the 
company  is  tackling  customer  service 
with  vigor,  employing  what  he  calls 
"enormous  financial  and  human 
resources  in  new  technology,  product 
development  and  the  development  of  the 
production  cycle,  including  the  automa- 
tion of  plants,  personnel  preparation  and 
training  and  fortifying  the  sales  network." 

Unique  to  many  shipyards  are  a  few 
of  the  company's  long-term  benefits  that 
accompany  a  yacht  purchase:  extension 
of  the  warranty  period  to  two  years,  the 
availability  of  a  substitute  boat  in  case  of 
breakdown,  more  vessel  and  an  offer  of 
financial  service  (thorough  after-sales 
service  and  dealer  qualification  with  con- 
temporary verification  of  customer  satis- 
faction). 

One  of  the  hottest  yachts  on  the  mar- 
ket today  is  Azimut's  Leonardo,  a  98-foot 
speedster  with  a  killer  profile.  "It's  a 
great  hit,  the  biggest  draw  of  our  range, 
and  we  have  an  extraordinary  number  of 


orders,"  Vitelli  says.  "It's  because  it 
resents  an  invention:  the  concept  of 
sea  coupe;  a  fly  boat  that  is  sporty,  s 
ited,  interesting  and  aesthetically  sati 
ing  like  an  open,  but  with  the  elemen 
comfort  that  derives  from  the  fly 
short,  it's  a  blending  of  two  phile 
phies:  the  open  and  the  fly." 

For  Benetti  customers,  the  e- 
popular  Tradition  (30  meter/100  foot)  I 
Classic  (35  meter/115  foot)  continue 
dominate  with  orders  already  placed 
Benetti's  Vision  line  (45  meter/145  f< 
for  2004.  Benetti  customers  will 
treated  to  the  company's  most  exclu; 
yachts  at  this  year's  Fort  Lauderc 
Boat  Show. 

GET  AWAY  WITH  A  CHARTER 

It's  not  unusual  for  Capt.  Pat 
Moallic  to  anchor  at  sea,  turn  on  a  I 
classical  music  and  capture  the  moonl 
as  guests  relax  on  the  yacht's  trampc 
under  the  starlight.  On  a  recent  charte 
the  world's  largest  catamaran,  the  Boi 
family,  a  frequent  charter  client,  watc 
from  the  aft  deck  as  moonbeams  dan 
on  the  waves  of  the  calm  Caribbean  5 
As  the  alluring  sounds  of  Mozart  v\ 
carried  across  the  water  by  the  w 
guests  were  mesmerized  until  the  \ 
hours  of  the  morning.  The  Bournes  v\ 
so  inspired  by  their  March  2003  cha 
they  parted  with  a  poem  followed  k 
perfect  ending,  "This  could  not  be 
tered!  Thank  you  to  such  a  wond( 
crew  and  to  our  fabulous  friends  for  n 
ing  a  dream  into  reality." 


Italian  Excellence  since  1873 


torn  yachts  in  composite  and  steel  from  100  to  250  + 
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etting  away  from  it  all  is  such  a 
passion  for  the  world's  wealthi- 
est that  it  has  put  Florida's 
Kaye  Pearson  at  the  helm  of  the  yacht- 
shopping  category.  His  fall  and  spring 
U.S.  boat  shows  in  Miami,  Fort 
Lauderdale  and  Palm  Beach  host  more 
boats  and  yachts  than  anywhere  in  the 
world.  This  year,  his  upcoming  Fort 
Lauderdale  event  is  so  filled  with 
yachts  that  he's  literally  running  out  of 
space  to  accommodate  them. 

"We've  had  an  explosive  growth  in 
this  industry  in  the  last  10  years," 
Pearson  says.  "With  the  help  of  tech- 
nology, a  potential  owner  can  experi- 
ence a  virtual  walkthrough  of  a  yacht 
through  a  Web  site. "  But  if  you  want  to 
see  the  real  thing,  visit  one  of  his 
shows    where    nearly    every    yacht 


Douce  France,  one  of  the  world's 
most  popular  charter  yachts,  has  lifted 
the  spirits  of  the  Bournes  and  hundreds 
of  other  charter  guests  with  an  eclectic 
coii,  |  fine  French  cuisine,  rare 

wines,  «    :  nary  entertainment  and 

continuous  iring   by  the   captain 

and  crew,   ["hi     I  icht  boasts  a 

50-foot  beam  with  s  staterooms 

and  the  character  of  a  richly  decorated, 
plush  hotel  suite. 

Activities  abound  on  Doi  "e  France. 
On  perfect  days  at  sea,  Moallic 

thrills  his  adventure-seel*  i, iy  quests  as 
they  skim  the  seas  with  the  w.    i.  Soi 
days,  they  reach  exhilarating  speeds  of 


builder  in  the  world  is  represented. 

"Shopping  for  a  yacht  at  a  boat 
show  gives  a  potential  owner  the 
chance  to  sample  yachts  from  all  types 
of  builders,"  he  says.  "The  customers 
can  decide  what  type  of  interiors  they 
prefer;  what  type  of  yacht  it  will  be,  tra- 
ditional or  contemporary.  If  they're 
building  a  boat  and  walk  around  our 
shows,  they  can  speak  to  those  who 
represent  interior  design  firms,  bath- 
room fixture  companies,  engine  manu- 
facturers, design  teams  and  hundreds 
of  brokers  who  will  assist  the  prospec- 
tive buyer." 

How  does  yachting  survive  the 
wars,  recessions,  hurricanes  and  eco- 
nomics of  life?  Pearson,  who  calls  him- 
self the  eternal  optimist,  says,  "Some 
of  the   negative  thoughts   regarding 


up  to  22  knots  (in  a  28-knot  breeze). 
Living  up  to  her  reputation  as  a  scorch- 
ingly  fast  yacht,  charter  guests  leave 
their  holiday  on  Douce  France  armed 
with  enough  romance  to  write  a  novel 
based  on  a  single  week  or  two  at  sea. 
Defined  as  a  cruising  yacht,  Douce 
France  sails  silently  at  15  knots  in  20 
knots  of  wind.  If  the  winds  die,  her  twin 
diesel  engines  have  the  power  to 
smoothly  travel  at  a  comfortable  speed 
of  up  to  12  knots. 

Inside  this  super  yacht  is  the  work  of 
the  world's  finest  craftsmen.  Rich  woods 
enhance  the  yacht's  streamlined  profile. 
Deep  mahogany  and  rosewood-trimmed 


tourism  and  travel  are  assumed  to  b 
regular  part  of  our  life  now.  We've 
more  demand  for  space  than  we V' 
ever  had.  Advance  reservations  ai 
very  strong,  and  indications  from  oi 
foreign  customers,  including  Wester 
Europe,  have  increased,  as  ha. 
South  America  and  Mexico  and  otlv 
countries." 

Pearson   says   this   year's   show 
promise  to  offer  cleaner  dock  spaa 
therefore,  more  room  to  explore.  Wi 
interest  rates  still  low,  there  will 
super   sales   for   vendors   and   sup 
deals  for  owners.  Steel  drums,  froz 
drinks  and  lush  foliage  capturing  yac 
ing  fans  on  brand-new  floating  barg 
will  set  the  stage  for  a  record  yeai 
yacht  builders  worldwide  are  bi. 
for  strong  winds  and  full  sails. 


furnishings  offer  guests  a  plush  sei 
for  relaxing.  Gourmet  meals  are  se 
in  the  guests'  choice  of  three  di 
areas,  including  two  alfresco  opti 
And  a  250-bottle  wine  cellar  continue 
entice  connoisseurs  with  a  passior 
one  of  the  world's  most  fascinating 
lections.  What  does  one  pay  for  su 
divine  diversion?  Douce  France  chat 
for  $75,000  to  $85,000  per  v\ 
(excluding  fuel,  dockage,  food  and 
erages).  She  sails  in  the  wes 
Mediterranean  in  the  summers  and 
Caribbean  in  winters. 

While  Nicholson  Yachts  and  D< 
France  offer  those  with  a  passior 


Designed  to  be  desired. 
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WESTPORT  130 


The  Westport  130:  Eloquent  testimony  to  the 
power  of  imaginative  design  and  advanced 
composite  technology.  Westport  owes  its 
impeccable  credentials  and  unanimous  owner 
acclaim  to  a  precisely  engineered  serial  build 
process  that  ensures  on-time  delivery,  every  time. 
Contact  Westport  for  details. 


WESTPORT 


WWW.WESTP0RTYACHTS.COM 
Fort  Lauderdale  (954)  316-6364  •  Elliott  Bay  Marina,  Seattle  (206)  298-3360 


WESTPORT  98 


WESTPORT  112 


WESTPORT  164 


ADVI  "ISEMENT       10 

piece  is  filled  with 
evidence  of  sea- 
worthy details  such 
as  deep,  mahogany- 
paneled  accents, 
spacious  staterooms 
with  plush  leather 
furnishings  and  a 
stunning  exterior 
design.  With  a  gym- 
nasium surrounded 
by  expansive  win- 
dows, a  fully  stocked 
theater  room   (with 

itself.  The  188-foot  motoryacht  fulfills  more  than  5,000  DVDs)  and  intimate 
the  expectations  of  her  owner,  an  expe-  bars,  Excellence  III  is  just  a  sample  of 
rienced  sailor  and  a  demanding  client  the  luxury  one  can  experience.  The  price 
who  has  learned  the  dos  and  don'ts  of  tag?  Some  $265,000  to  $280,000  per 
yacht  building  through  experience,  hav-  week  (excluding  fuel,  dockage,  local 
ing  built  some  eight  yachts  for  his  own  taxes,  and  food  and  beverages), 
personal  use.  "The  exclusivity  of  yachting  is  best 

Excellence  ///is  a  favorite  charter  ves-  enjoyed  first,  when  the  client  tries  a 
sel  for  those  seeking  the  ultimate  in  charter,"  Wallace  says.  "Then,  dreams 
luxury  and  privacy.  The  floating  master-    are  only  a  new  build  away."  ■ 


sailing  an  unpar- 
alleled experience, 
so  do  other  charter 
yachts.  Excellence 
III  is  one  of  those. 
Owned  by  New 
Englander  Herb 
Chambers,  broker 
Jim  Wallace  of 
Camper  &  Nichol- 
sons says  the  fact 
that  this  fine  vessel 
is  available  for  char- 
ter  is   a   dream    in 
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Excellence  III  redefines  "a  day  at  the  office.  " 


Yachting  Sponsor  Directory 

Azimut  Yachts 

www.azimutyachts.net 

39-011-93-161 

Benetti  Yachts 

www.benettiyachts.it 

39-05-843-821 

Camper  &  Nicholsons 

www.cnconnect.com 

Jim  Wallace 

561-655-2121 

jw@pal.cnyachts.com 

Nicholson  Yachts 

www.nicholsonyachts.com 

401-849-0344 

Westport  Yachts 

www.westportyachtsales.com 

954-316-6364 


Douce  France 


NICHOL 


P^his  yacht  is  one  of  the  world's  most  desireable  charter 
yachts.   Sleek,  sophisticated,  sexy  and  scorchingly  fast, 
uitainaran  ("the  largest  yet  built"),  sails  the 
wo;  utiful  waters  year-round.  Her  50-foot  beam 

proviae  ijoying  cool  sea  breezes  while  her 

rich  in  gs  create  the  soothing  solitude  of 

a  gentler  he  world  of  superyachting. 


Douce  France  delights  guests  with  the  essence  of  French  cui- 
sine and  international  fine  wines  with  a  choice  of  three  superb 
dining  locations.   Bright,  spacious  staterooms  accommodate  1- 
guests  with  twin  beds  that  convert  to  queens.  An  experienced 
crew  of  six  includes  a  certified  scuba  diving  instructor.  Water 
activities  include  Jetskiing,  windsurfing,  water-skiing  and 

Douce  France  is  available  for  sale  or  charter. 


scuba  diving. 


Yachts  in  the  Finest  Cruising  Grounds 


CHART]  I  GMENT 

■  port 

2Coddi       i    \ik:  I   Ne\  pon  RJ  02840 

'i         1-1)401  84  ■    ,;44 

Fax:  (1+)401 -849-90 1>^      mi  t@nicholsonyachts.com 


YACHT  CHARTERS 

Nicholson  Yachts  Worldwide 
English  Harbour,  Antigua,  West  Indies 
Tel:  (+1)268-460-1530 
Fax:  (1+)  268-460-1531/ email:  antigua@nicholsonyachts.c 
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TIMEPIECES 

INTERNATIONAL 


ETAIL  PRICE  $859  ON  YOUR  WRIST  $189, 

IN  YOUR  POCKET  $670. 

<laus  Kobec  Couture  Sports.  A  high  fashion  chronograph  designed  for  the  cosmopolitan  man  or  woman  and  sports  professional  alike 
w  available  direct  from  the  manufacturer  at  the  astonishingly  low  price  of  $189  -  a  saving  of  $670  on  the  retail  price  of  $859.  So  how  can 
take  an  offer  like  this7  The  answer  is  beautifully  simple.  We  have  no  middleman  to  pay.  No  retail  overheads  to  pay.  And  not  the  usua 
;-up  to  make,  which  on  luxury  items  (including  watches)  can  be  enormous.  We  just  make  beautiful  watches,  beautifully  simple  to  buy. 


30  DAY  MONEY 

BACK  GUARANTEE 


COUTURE  SPORTS  IN  TWO  TONE.  LADIES  RETAIL  PRICE  $829  DIRECT  PRICE  $185  GENTS  RETAIL  PRICE  $85?  DIRECT  PRICE  $189  STAINLESS 
STEEL  AND  18K  GOLD  PLATED  FEATURES  INCLUDE:  STAINLESS  STEEL  CASE,  STAINLESS  STEEL  AND  GOLD  PLATED  BRACELET  STAINLESS 
STEEL  BUTTERFLY  CLASP  TO  THE  BRACELET  CHRONOGRAPH  FEATURING  HOURS,  MINUTES  AND  SECONDS  DIALS.  CALENDAR.  WATER 
RESISTANT  TO  3ATMS  SUPPLIED  TO  YOU  IN  A  MAGNIFICENT  PRESENTATION  CASE  STOPWATCH  MOVEMENT  NOT  AVAILABLE  ON  LADIES  MODEL 


Shipping/  Handling  $9.99  FL  Res  add  6%  Sales  Tax  total  charge         ^T| 
(EDIT  CARD  HOTLINE  1-800-733-TIME  (1-800-733-8463),  24  HOURS  A  DAY,  SEVEN  DAYS  A  WEEK.  PLEASE  QUOTE  CODE  FYI/39TT. 

TIMEPIECES  INTERNATIONAL.  3580  NORTH  WEST  56TH  STREET.  FORT  LAUDERDALE,  FLORIDA  33309.  FAX:  1  888  675  3045.  www.timepiecesusa.com 


LIGHTS 
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This  fall,  fashion  channels 
cinematic  legends  like 
Dunaway,  Redford,  Newman 
WJ    and  McQueen,  always  as  rac 
and  glamorous  off-screen 
as  on.You  can  be,  too — all ) 
have  to  do  is  dress  the  part. 

Styled  by  Mark  Grischke 
Photographs  by  Michael  Stratton 
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Cashmere  pea  coat,  $4,175, 
lambskin  jacket,  $5,500,  and 
cotton  pants,  $430,  by  Hermes. 
Cotton  shirt  by  Canali.  $185. 
Shoes  by  J.M.  Weston.  $625. 
Goggles  by  Chapal.  $165.  Opposite: 
Leather  jacket  with  fox  trim 
by  Tom  Ford  for  Gucci.  $7,725. 
Gold-and-amethyst  ring  by 
David  Yurman.  $1,975.  Watch, 
from  a  selection  of  one-of-a-kind 
pieces,  by  Beth  Frank.  $695. 
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Suede  jacket,  $2,250,  cashmere 
pants,  $795,  and  silk  scarf,  $195, 
by  Ralph  Lauren  Purple  Label. 
Gold  Autavia  watch  by  TAG  Heuer. 
$11,900.  Sunglasses  by  Kata. 
$375.  Driving  gloves  by  Dunhill. 
$155.  Opposite:  Wool-and-viscose 
jumper  by  Missoni.  $1,385. 
Shoes  by  Louis  Vuitton.  $575. 
Amethyst-and-gold  bracelet, 
$18,825,  and  pink  tourmaline-and- 
gold  watch,  $10,200,  by  Cartier. 
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Fur-trimmed  suede  jacket.  $4,500, 
and  tweed  pants.  $950.  by 
Valentino,  Shoes  by  Bruno  Magli. 
$325,  Denim  cap  by  Lola.  $100. 
Gold  bracelet  by  Van  Cleef  &. 
Arpels.  $1,450.  Gold  Roadster 
watch  by  Cartier.  $26,300.  Belt 
by  Chanel.  $650.  Crocodile 
bag  by  Bottega  Veneta.  $18,000. 
Opposite:  Wool  jacket.  $1,240. 
pants.  $510.  and  cotton  shirt.  $280. 
by  Louis  Vuitton.  Hair  by  Roberto 
DiCuia  at  TRAFIK.  Makeup  by  Terri 
Apanasewicz  for  cloutieragency.com. 
Nails  by  Maricica  for  Warren- 
Tricomi  Management.  Associate 
producer:  Kerry  Mullett  Strom. 


In  which  CHRISTOPHER  B 

turns  50  by  revisiting  the  man 
storied  mountain  of  his  youth 


bu  need  to  do  something  when  you  turn  50. 


iat  made  me  think  this  was  losing  three  friends  in  the 
ce  of  one  month:  one  to  AIDS,  one  to  cancer,  another  to 
u  Gehrig's  disease.  The  eldest  of  these  sweet  souls  was  50 
rs  old.  And  now,  weirdly,  sadly,  as  I  type  these  words,  comes 
phone  call  that  my  cousin  Lee  has  died.  She  was  51. 

ily  father  celebrated  his  demicentennial  by  sailing  a  schooner 
»ss  the  broad  Atlantic.  My  friend  Geoffrey  Norman,  no 
nger  to  these  pages,  celebrated  his  by  climbing  the  Grand 
ton.  Lacking  a  schooner  and  uneager  to  dangle  from  rocks, 
night  a  kinder,  gender  way  ot  marking  the  occasion,  some- 
ng  that  did  not  involve,  say,  being  eaten  by  sharks  or  having 
»aw  off  my  arm  with  a  tool  knife. 

Mulling  this,  I  came  across  a  piece  in  The  New  York  Times 
>ut  hiking  the  Tour  Monte  Rosa:  a  roughly  50-mile  oval  trek 
iund  the  Matterhorn.  The  article  described  how,  with  a  bit 
idvance  planning  and  a  detour  here  and  there,  you  could  do 
:  trek  in  comfort  and  style  and  not  have  to  sleep  in  the  spar- 
1  mountain  huts  alongside  a  lot  ot  smelly  Swedish  back- 
:kers.  (As  you  approach  50,  other  people's  sweat  becomes  less 
jealing.)  It  takes  seven  or  eight  days,  with  just  one  longish 
mile  day.  1  wouldn't  return  home  with  a  tale  to  rival  Jon 
akauer's  Into  Thin  Air.  But  I  would  come  back. 
I  proposed  to  my  triend  and  fellow  soccer  dad  Elan 
itinger  that  he  come  along.  Elan  is  superb  company  and  can 
\  "Mv  friend  has  fallen  into  a  crevasse,  please  dispatch  a  res- 
:  helicopter"  in  five  languages.  "Why  not?"  he  said. 
We  made  multiple  trips  to  the  outfitters.  I  showed  him  the 


seven-dollar  emergency  space  blanket  that  the  prudent  hiker 
brings  along.  He  looked  at  me  as  if  I  had  just  presented  him 
with  a  nuclear-biological-chemical-warfare  suit. 

"You  never  know,"  I  said. 

I  urged  on  him  a  headlamp. 

"Are  we  going  mining?"  he  asked. 

"You  never  know,"  I  shrugged. 

When  I  showed  him  the  collapsible  walking  sticks,  he  was 
convinced  that  he  was  the  victim  of  a  bait-and-switch  exercise. 
What  next?  Ropes  and  crampons?  In  fact,  we  would  need  those 
for  the  short  schlepp  across  the  glacier  on  the  first  day.  I  de- 
cided I'd  let  the  guide  explain  about  that  when  we  got  there. 

"Now,"  I  said,  "you'll  want  a  knife." 

"Why?" 

'You've  seen  Deliverance}"  I  said.  "It's  even  worse  in  the  Alps." 

Finally  we  arrived  in  Zermatt.  There  we  arranged  for  the 
guide,  bought  more  maps,  entered  emergency  rescue  numbers 
(both  Swiss  and  Italian)  into  Elan's  cell  phone,  immersed  our- 
selves in  local  knowledge,  packed  and  repacked  our  backpacks, 
bought  energy  bars  and  extra  batteries  for  the  GPS.  I  had  been 
practicing  my  GPS  navigation  all  summer.  A  year  after  we  had 
first  discussed  the  idea,  we  were  ready. 

The  night  before  we  were  to  set  off,  Elan  announced,  "I 
can't  feel  anything  in  my  big  toe."  He  said  this  was  the  famil- 
iar prelude  to  a  spinal  disc  that  periodically  herniates.  Manfully, 
he  offered  to  press  on  with  Plan  A.  I  imagined  the  scene,  some- 
where at  10,000  feet  along  the  Tour  Monte  Rosa,  kneeling  be- 
side him  as  he  was  wrapped  in  his  shiny  space  blanket  like  a 
ballpark  hot  dog,  saying  to  him,  "The  radio  says  there's  this 
storm  moving  in,  so  the  helicopters  aren't  flying.  Is  the  Advil 
working  yet?"  I  imagined  explaining  to  his  wife  and  three  chil- 
dren why  I  had  crippled  him  for  life  with  my  insistence  that  we 
stick  with  Plan  A. 

There  are  few  crises  that  cannot  be  improved  with  multi- 
ple bottles  of  wine.  So  it  was  that  we  hatched  Plan  B:  Stay  in 
Zermatt,  sleep  in  mornings,  day  hike,  swim  afterwards  at  the 
health  club,  followed  by  a  sauna  and  steam,  followed  by 
leisurely  dinners,  followed  by  Armagnac  and  Cohibas  and  bil- 
liards. Wake  up  the  next  morning  and  do  it  all  over  again,  for 
ten  whole  days.  Plan  B  actually  sounded  pretty  good. 

I  hadn't  been  to  Zermatt  in  40  years.  This  is  one 
disadvantage  of  being  50:  being  able  to  say,  "I  haven't  been  here 
in  40  years!"  To  the  pretty  young  women  behind  the  desk  at  the 
Hotel  Monte  Rosa,  I  said,  "Why,  you  weren't  even  born  when 
I  last  stayed  here."  Being  professional,  they  reacted  as  if  I  had 
let  loose  a  bon  mot  worthy  of  Oscar  Wilde.  This  is  one  advan- 
tage of  being  50:  Younger  people  start  to  humor  you. 

The  Hotel  Monte  Rosa  began  in  1855,  when  it  was  pur- 
chased by  a  man  named  Alexander  Seiler.  It  was  from  this 
hotel  that  the  25-year-old  Englishman  Edward  Whymper  and 
his  six  companions  set  off,  at  5:30  on  the  morning  of  July  13, 1865. 


(Not,  by  the  way,  July  14,  as  the  conspicuous  bronze  plaque  on 
the  front  of  the  hotel  oddly  proclaims.  Bronze  typographical 
errors  are  expensive  to  correct.)  Seven  of  them  made  it  to  the 
summit.  It  was  the  first  successful  ascent.  Three  of  them  made 
it  back  to  Zermatt  alive. 

In  Whymper's  book,  Scrambles  Amongst  the  Alps,  he  de- 
scribes the  scene:  "Seller  met  me  at  his  door,  and  followed  in 
silence  to  my  room.  'What  is  the  matter?'  'The  Taugwalders 
and  I  have  returned.'  He  did  not  need  more,  and  burst  into 
tears;  but  lost  no  time  in  useless  lamentations,  and  set  to  work 
to  arouse  the  village." 

Our  rooms  on  the  second  floor  had  little  balconies  with  flow- 
ers and  looked  out  onto  the  main  square  and  the  little  splash- 
ing frog  fountain  across  from  the  Grand  Hotel  Zermatterhof. 
If  it  hadn't  been  for  the  casino  they  were  building,  I'd  have  been 
able  to  see  the  alpinists'  cemetery  next  to  the  church,  where 
Michel  Croz  is  buried.  Croz  was  one  of  the  men  killed  on  the 
way  down  on  July  14.  I  remembered  as  a  young  boy  standing 
before  his  gravestone  and  reading  the  inscription  on  it  marking 

loss  of  a  brave  man,  beloved  by  his  comrades 
and  esteemed  by  travelers.  He  perished  not  far  from  here, 
a  man  of  stout  heart,  faithful  guide 

It's  only  a  matter  of  time  before  they  put  in  slot  machines 
and  a  craps  table  beside  the  grave  of  a  man  like  that.  This  is  a 
disadvantage  of  turning  50:  coming  back  to  a  fairyland  of  one's 
youth  and  finding  they've  added  a  casino. 

But  the  Matterhorn  has  not  changed.  It  still  takes  your 
breath  away  when  on  the  train  ride  up  into  Zermatt  you  look 
out  the  window  and  bang,  there  it  is,  the  world's  most  recog- 
nizable n  in.  I  loi  ace  Benedict  deSaussure,  a  scientist  and 
Alp-scrai :  1  m  Geneva,  gave  it  its  modern  French  name 
1111789  when  I  rheodule  pass  into  Zermatt  and 
described  in!  rear  and  superb  pyramid  of  Mont- 
Cervin  which  ase  height  in  the  form  of  a  tri- 
angular obelisk  1  which  has  the  appearance  of 
being  carved  by  ■ 

This  living  rock  i  .        ,,       'imes  more  climbers 

than  Everest,  about  500,  n  This  sounds  like  a 


:t 


tragic  accumulation,  unless  you  measure  it  against,  say,  U. 
auto  deaths,  which  amount  to  that  in  about  five  days.  You' 
more  likely  to  go  down  in  glory  for  having  perished  on  tl 
north  face  of  the  Matterhorn  than  in  a  head-on  on  I-95 

I  remember  as  a  child  being  fascinated  by  the  mountain,  1 
Whymper,  by  Gustave  Dore's  engraving  of  the  tragedy.  I  r 
member  reading  James  Ramsey  Ullman's  The  White  Tou\  91 
under  my  blanket  with  a  flashlight  and  seeing  the  movie  Thi 
Man  on  the  Mountain.  My  dashing  Uncle  Reid — a  four-paci 
a-day  smoker  at  the  time — actually  climbed  the  mountain.  O  t 
of  the  people  in  his  group  refused  to  leave  the  summit,  and  it  a 
mained,  a  suicide. 

One  day  Elan  and  I  were  lying  on  our  backs  in  the  shale  1 
the  base  of  the  mountain  and  looking  up  at  the  north  fa< 

thinking  the  identical  thought  ("No  f way").  Throuii  11 

binoculars,  we  made  out  two  human  fly-specks  four-fifths  1  a 
the  way  up,  making  their  way  to  the  top  v-e-r-y  slowly. 

Wandering  amidst  the  tombstones  in  the  alpinists'  cem 
tery  where  the  noble  Croz  was  buried  after  they  reassembl 
his  remains,  I  came  across  the  grave  of  a  17-year-old  frc 
New  York  City.  He  was  killed  on  the  nearby  Breithorn  in  19 
His  ice  ax  is  mounted  on  his  gravestone,  along  with  the  woi 
I  CHOSE  TO  CLIMB. 

Later  that  same  day,  as  Elan  and  I  strolled  Zermatt's  touri 
crowded  main  street,  we  heard  the  buzz  of  a  helicopter.  Peoj 
craned  their  necks  upward  at  the  cliffs  looming  above  the  tov 
We  watched  a  man  being  lowered  by  a  cable  from  the  he 
copter  fifteen  hundred  feet  up  and  leap— leap! — onto  the  c 
face,  where,  through  binoculars,  we  made  out  three  m( 
bright  dots  clinging  to  the  rock  face.  My  own  tombstone  v 
display  not  an  ice  ax  but  the  TV  remote  control  changer  a 
the  inscription  I  CHOSE  NOT  TO  CLIMB. 

We  did,  on  the  other  hand,  choose  to  hike.  In  ten  d: 
we  did  an  aggregate  of  34  miles  and  22,000  vertical  feet, 
doesn't  sound  like  much,  I  know,  but  we  returned  every  c 
sweaty.  Think  of  it  as  18  Empire  State  Buildings  on  top  of  c 
another,  and  it's  a  fair  schlepp. 

The  trails  around  Zermatt  take  you  through  some  of  1 
most  beautiful  scenery  in  the  world.  To  the  little  village 
Zmutt,  to  the  Schwarzsee  (Black  Sea,  an  immodest  name 
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the  pond  near  the  base  of  the  Matter- 
horn),  the  Mettelhorn,  the  Gornergrat. 
Soon  the  click-clack  of  our  collapsible 
walking  sticks  on  the  path  seemed  as  nat- 
ural as  breathing. 

One  day  we  hiked  up  to  Edelweiss 
(population:  2),  perched  on  a  cliff  almost 
1,200  feet  above  Zermatt.  It's  a  bit  of  a 
hump.  Before  you  reach  Edelweiss,  you 
>me  to  a  sheer  vertical  rock  face.  At  the  foot  of  it  are  little 
irines,  with  battery-operated  votive  candles.  One  crucifix 
tars  the  words, 

Zum  andenken 

OTTO  GENTINETTA 

Geboren  den  25 

August  1892 

Hier  verungluckt 

Am  2o]uni  1900 

Elan  translated  verungluckt  unlucky.  He  was  only  seven 
:ars  old,  poor  little  guy. 

A  tew  days  later  we  hiked  up  to  Edelweiss  again.  This  time, 
Ian  didn't  stop.  He's  in  much  better  shape  than  I,  so  I  didn't 
itch  up  with  him  until  I  got  to  the  restaurant  with  its  porch 
/erlooking  the  valley. 

"You  were  moving  fast,"  I  said. 

It  was  September  11,  2002.  He'd  done  it  without  stopping  as 
small  anniversary  tribute  to  the  firefighters.  Looking  down 
om  the  terrace,  the  thought  was  there  between  us.  It  had 
Jcen  the  people  trapped  in  the  upper  floors  who  leapt  a  full  ten 
:conds  to  fall  the  distance. 

We  finished  our  cups  of  Hakenbutter  (hot  reviving  red  tea) 
id  pushed  on  up  another  thousand-odd  feet  to  Trift  (popu- 
tion:  3).  It  was  foggy  and  windy  and  cold,  which  made  us 
rateful  for  Hugo's  hot  potato-leek  soup  at  the  inn.  Hugo  and 
is  wife  and  six-year-old  son,  Sebastian,  run  the  place.  Hugo 
sed  to  guide  on  the  Matterhorn. 

"Ninety  times,"  he  said  with  that  matter-of-factness  that  in 
Swiss  denotes  pride.  "Four  hours  up,  four  hours  down." 

Flaxen-haired  Sebastian  insisted  that  we  play  with  him  as 
e  slurped  soup  and  drank  iced  tea-lemonade.  The  fog  cleared 
id  Hugo  produced  an  alpenhorn,  Switzerland's  second  most 
^nspicuous  icon  after  the  Matterhorn,  and  blew  a  haunting  air 
died  "Luzerner,"  which  he  aimed  at  a  dozen  hikers  nearly  in- 
isible  on  a  path  2,000  feet  above.  It  was  as  soulful  a  sound  as 
ve  ever  heard  in  Switzerland.  The  entire  valley  became  a  tym- 
anum.  The  hikers  paused  and  waved. 

After  lunch  we  climbed  another  1,000  vertical  feet,  until  we 
ime  to  a  ridge  under  the  Weisshorn,  some  3,000  feet  above 
Zermatt.  Here  we  found  enormous  steel  gates  like  bleacher 
:ats:  avalanche  barriers  to  protect  the  town- below.  After 
lunging  4,000  feet  down  the  cheese  grater  of  the  Matterhorn, 
Buried  Under  Avalanche"  is  next  on  my  list  of  Ways  I  Would 
'refer  Not  to  Die. 


Elan  rushed  on  the  long  hike  down.  I  could  hardly  get  him 
to  pause  for  a  photo  beneath  a  spectacular  rainbow.  I  wondered 
if  this  was  another  9-11  homage,  but  at  the  bottom  he  confessed 
to  inexplicable  bad  vibrations.  It  might  have  been  the  foehn, 
the  warm  wind  that  causes  mood  changes. 

But  now  the  late -afternoon  sun  was  blazing  as  we  click- 
clacked  over  paved  streets  to  a  garden  restaurant  where  we  sat 
as  the  sweat  dried  on  us  and  drank  cold  beer.  We  went  to  the 
pool  and  swam  and  steamed,  and  that  night  ate  pasta  and  drank 
red  wine  at  Le  Chalet  da  Guiseppe. 

Le  Chalet  da  Guiseppe  is  where  the  locals  eat  when  they 
want  to  have  a  good  meal  out.  Guiseppe  has  been  there  for  al- 
most 30  years,  smiling  and  shouting,  "Buona  sera!  "at  you  when 
you  walk  in,  kissing  and  hugging  the  clientele,  who,  being 
Swiss,  do  not  generally  go  in  for  a  lot  of  public  kissing  and  hug- 
ging. Guiseppe  has  deep  smile  lines,  but  his  eyes  looked  ex- 
hausted from  three  decades  of  jollying  the  local  Lutherans. 
Lord  Byron  fled  London  to  Switzerland  after  an  incest  scan- 
dal. His  verdict  on  Helvetia  was  that  it  was  "a  curst,  selfish, 
swinish  country  of  brutes."  Having  some  Swiss  blood  in  my 
veins,  I  don't  subscribe  to  the  Byronic  position.  I've  known 
many  Swiss,  with  fondness.  But  there  is  a  certain  stolidity  in 
my  ancestral  race.  If  you  did  a  Google  search  for  "joie  de  vivre" 
and  "Swiss,"  you  probably  wouldn't  come  up  with  50,000 
matches.  We  met  an  Italian  woman  who  had  lived  in  Zermatt 
for  many  years.  She  gave  Elan  her  perspective  on  the  Swiss,  in 
Italian:  "They  survive,  but  they  do  not  live." 

On  the  way  back  to  the  Hotel  Monte  Rosa,  we  smoked 
cigars  in  the  cold  moonlight  and  found  ourselves  on  the 
Hinterdorfstrasse,  a  narrow  street  lined  with  ancient  chalets. 
We  heard  a  preternatural  screech  from  within  and  witnessed 
a  ferocious  engagement  of  bellicose  cats.  I  dozed  off  to  sleep 
with  War  and  Peace  on  my  chest  and  A  Clockwork  Orange 
dubbed  in  Spanish  on  the  TV,  and  woke  at  3:30  a.m. — a  nightly 
event— to  the  sound  of  drunks  spilling  out  of  Grampi's  Bar  and 
Pizzeria.  One  night  Elan  and  I  prepared  water  balloons  to 
launch  on  the  raucous  hearties  from  our  balconies.  We  never 
did  get  a  clear  shot. 

n  the  second  floor  of  the  Hotel 
Monte  Rosa  is  a  quiet  wood- 
paneled  room  hung  with  etch- 
ings and  photographs  of  men 
who  either  made  the  Matterhorn 
famous  or  died  on  it,  or  both. 
Here  are  Whymper,  Charles 
Hudson,  Lord  Francis  Douglas 
(related  to  Lord  Alfred  Douglas, 
Oscar  Wilde's  fateful  lover),  Douglas  Hadow,  Michel  Croz 
and  Peter  Taugwalder  and  his  son. 

There's  also  a  photograph  of  Sir  Arnold  Lunn.  The  face  look- 
ing out  is  of  an  old  but  still  spry  man,  carrying  skis  over  his  shoul- 
der, grinning  and  squinting  through  small  round  spectacles.  If 
you  ski,  you  owe  Sir  Arnold  thanks,  because  it  was  he,  perhaps 
more  than  any  other  single  person,  who  made  it  into  a  sport. 
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He  was  a  remarkable  Englishman.  In  his  early  20s,  climb- 
ing in  Wales,  he  fell  90  feet  and  broke  his  leg  so  badly  that  for 
the  rest  of  his  life  he  walked  with  a  limp  on  a  leg  three  inches 
shorter.  Yet  he  climbed  every  mountain  in  the  Alps,  skied  down 
some  of  them  and  invented  the  slalom.  He  also  wrote  dozens 
of  books,  on  mountaineering,  the  Swiss  and  Catholicism. 

He  was  a  friend  of  my  father's,  and  every  year  we  would  visit 
him  in  Miirren.  Sir  Arnold  and  Lady  Phyllis  lived  in  a  grace- 
and-favor  apartment  provided  by  the  Swiss  government  in 
recognition  of  his  contributions  to  their  economy.  When  I  was 
eight  years  old,  I  taught  him  how  to  use  the  elevator  in  his 
hotel.  And  when  Sir  Arnold  was  about  that  same  age,  in  1908, 
he  met  the  great  Edward  Whymper.  So  I  shook  the  hand  that 
shook  the  hand  of  Edward  Whymper. 

On  the  trip  to  Zermatt,  I  had  brought  along  Sir  Arnold's 
book,  Matterhorn  Centenary.  It's  a  fascinating,  unsparing 
account,  and  from  it  I  learned  the  astonishing  fact  that 
Whymper,  the  Englishman  who  did  more  than  anyone  else 
to  make  the  Matterhorn  and  Zermatt  famous,  was  roundly 
despised  in  these  parts.  The  reason  had  to  do  with  the  after- 
math of  the  July  14  tragedy. 

In  Whymper's  telling,  here  is  what  happened.  Michel  Croz 
was  helping  the  Englishman  Hadow  place  his  feet  securely  when 

/  heard  one  startled  exclamation  from  Croz,  then  saw 
him  and  Mr,  Hadow  flying  downwards;  in  another  mo- 
ment Hudson  was  dragged  from  his  steps,  and  Lord  F. 
Douglas  immediately  after  him.  All  this  was  the  work  of  a 
moment.  Immediately  we  heard  Croz's  exclamation,  old 
Peter  and  I  planted  ourselves  as  firmly  as  the  rocks  would 
permit:  the  rope  was  taut  between  us,  and  the  jerk  came  on 
us  both  as  on  one  man.  We  held;  but  the  rope  broke  midway 
between  Taugwalder  and Lord Francis  Douglas.  For  a  few 
seconds  we  saw  our  unfortunate  companions  sliding  down- 
wards on  their  backs,  and  spreading  out  their  hands,  en- 
deavouring to  save  themselves.  They  passed  from  our  sight 
uninjured,  disappeared  one  by  one,  and  fell  from  precipice  to 
precipice  on  to  the  Matterhorngletscher  below,  a  distance  of 
nearly  4,000 feet  in  height.  From  the  moment  the  rope  broke 
it  was  impossible  to  help  them. 

So  perished  our  comrades!  For  the  space  of  half  an  hour 
we  remained  on  the  spot  without  moving  a  single  step. 
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The  accident  caused  headlines  and  controversy.  There  were 
letters  to  the  Times  of  London.  The  incident  caused  such  a 
stir  back  in  London  that  Queen  Victoria  asked  the  Lord 
Chamberlain  if  mountaineering  could  not  be  prohibited  by 
law.  Taugwalder  was  accused  of  cutting  the  rope.  Whympeij 
defended  him  against  that  charge,  but  leveled  others.  He1  f 
implied  that  TaUgwalder  had  deliberately  tied  himself  to 
Douglas,  an  inexpert  climber,  with  a  weak  rope.  He  also  said 
that  the  Taugwalders  had  asked  him  to  say  publicly  that  they 
had  not  been  paid  for  guiding,  so  as  to  arouse  sympathy  and 
increase  their  future  business.  But  most  damningly,  Whymper1 
said  that  as  the  three  survivors  huddled  miserably  through  a 
long  night,  the  Taugwalders  acted  so  menacingly  toward  him 
that  he  kept  his  back  to  the  rock  and  his  ax  at  the  ready.  The 
implicit  charge  was  that  they  were  seeking  to  increase  theii 
notoriety — and  futures  as  guides — by  becoming  the  only  sur 
vivors  of  the  first  successful  ascent. 

Grim  stuff.  The  two  Taugwalders  were  tainted  by  odious  fl 
charges  until  Sir  Arnold  Lunn  published  an  article  exonerating1 
them  in  the  Alpine  Journal some  80  years  later.  It  wasn't  until 
then,  he  writes,  that  one  Swiss  confided  to  him  that  'Whymper 
war  nicht  beliebt  in  Tal. "  (Whymper  was  not  liked  in  the  valley.) 

So  there  you  have  the  dirty  little  secret  of  Edward  Whymper.  ? 
the  Great  Man  of  the  Matterhorn.  The  locals  hated  his  guts. 

He  was,  Sir  Arnold  wrote  in  Matterhorn  Centenary, 
friendless,  and  in  many  ways  a  pathetic  man,  and  there  was  lit- 
tle, if  anything,  admirable  about  him  excepting  his  moun-  & 
taineering,  but  in  spite  of  defects  which  I  have  not  attempted1 
to  conceal,  there  was  something  great  about  the  man.  Many 
eminent  mountaineers  have  contributed  to  the  history  of  the: 
Matterhorn  by  forcing  new  routes  up  its  cliffs,  but  the 
Matterhorn  remains  Whymper's  mountain,  partly  perhaps  be 
cause  he  himself  had  something  of  the  indomitable  charactei 

of  that  great  peak To  the  end,  he  remained  astonishingly 

tough.  At  the  age  of  62  he  walked  from  Edinburgh  to  London 
averaging  55  miles  a  day." 

I  spent  pleasant  hours  with  Sir  Arnold's  book  in  the  little 
room  on  the  second  floor  of  the  Hotel  Monte  Rosa.  There  h 
a  wonderful  small  library  in  the  hall,  donated  by  a  New  York 
lady,  in  which  I  found  a  reissue  of  Whymper's  own  book. 
Scrambles  Amongst  the  Alps  (Dover  Publications,  New  York). 
After  breakfast,  Elan  and  I  would  take  our  tea  there  and  plan* 
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Hotel  Montt  I  920  Zermat 

Switzerland;  4  fax 

41-27-966-03  3u.  ,  s,  >jmr>le 

but  utterly  adequate,  were 
euros  a  night.  For  more  lux  >ric       ,  ul 
up-to-date  accommodations,  then 
Monte  Rosa's  cousin,  the  Hotel 
Mont  Cervin,  3920  Zermatt;  41-27- 
966-88-88,  fax  41-27-966-88-89. 
Most  nights  we  were  happy  to  eat  the 
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delicious  pizzas  and  pastas  at  the  aptly 
named  II  Ristorante  (27-966-46-19), 
downstairs  at  the  Walliserkanne 
restaurant,  on  the  main  street.  Le  Chalet 
da  Guiseppe  (27-967-13-80)  is  a  must. 
Also  try  Mood's  Restaurant  and  Bar 
(27-967-84-84),  right  around  the  corner 
of  the  Hotel  Monte  Rosa. 

Tour  Monte  Rosa.  If  your  big  toe  is 
i'P  to  it  and  you  want  to  make  the 
50-mile  trek  in  comfort,  look  up  Marcia  R. 
I  ieberman's  New  York  Times  article  "A 
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Comfy  Way  Around  the  Mountain"  from 

June  20, 1999.  (www.nytimes.com.) 

You'll  cross  back  and  forth  over  the 

i 
Swiss-Italian  border,  staying  in  albergos 

and  hotels  sleeping  in  comfy  eiderdowns 

one  night  and  downing  pasta  e  fagioli 

the  next.  A  guide  is  required  only  for  a 

few  hours  on  the  first  day,  to  get  you  over 

the  Klein  Matterhorn  glacier  to  the 

Italian  side.  The  Tourist  Office  of  Zermatl 

is  very  helpful  in  finding  you  a  guide: 

41-27-966-81-00,  fax  41-27-966-81-01. 


ir  leisurely  days.  I  couldn't  remember 
hen  I  had  last  had  ten  days  in  which  noth- 
g  was  planned.  To  anyone  who  lives  by 
ilotax  and  PalmPilot,  this  is  one  definition 

bliss.  Elan  called  the  trip  our  piccola 
imsa — little  pause — the  Italian  phrase  for 
le  interval  between  dinner  courses. 

Being  unrushed,  I  began  to  notice  things 
lat  might  ordinarily  have  escaped  my  atten- 
on,  such  as  the  hotel's  flower  planters.  They 
'ere  old  chamber  pots.  I  wondered,  Might 
bis  one  have  been  Whymper's?  Altitude  does 
trange  things  to  a  man. 

One  afternoon  we  hiked  to  a  glade  by  a 
mall  waterfall  and  sat  on  a  carpet  of"  purple 
ster  and  made  a  picnic  of  crusty  bread, 
^otes  du  Rhone,  plump  tomatoes,  freshest 
jRivere  and  Trockenfleisch  (thin  slices  of  air- 
ried  beef)  and  Toblerone.  We  hiked  back 
lto  town  and  visited  the  Alpine  Museum. 

I  had  been  there  in  1962  and  remembered 
eeing  the  famous  rope  that  had  parted,  send- 
ng  Croz,  Hadow,  Douglas  and  Hudson  on 
heir  awful  plunge.  It  is  still  there,  and  I  was 
10  less  enthralled  standing  before  it  than 
had  been  as  an  innocently  ghoulish  ten- 
fear-old.  I  could  find  no  reference  to  The 
Controversy.  Whymper  may  have  been  nicht 
leliebt  in  Tal,  but  he  is  still  a  draw.  One  exhibit  consists  of  a  chair 
le  sat  in  while  having  his  hair  cut. 

Another  display  consists  of  a  miniature  charnel  house  of 
Iried  leather  boots  of  climbers  who  never  lived  to  unlace  them. 
Elsewhere  is  a  photograph  of  a  breathtakingly  beautiful  young 
Englishwoman  who  died  on  the  Matterhorn  in  a  terrible  storm. 
\nd  near  the  exit  I  found  reference  to  Teddy  Roosevelt's  ascent 
sf  the  Matterhorn  in  1881  at  the  age  of  22.  (Winston  Churchill, 
:oo,  climbed  it.  Everyone  seems  to  have  climbed  it.)  Young  TR 
OTote  to  his  sister  back  home,  "One  of  the  chief  reasons  I  un- 
dertook the  ascent  of  the  Matterhorn  was  to  show  some  English 
timbers  who  were  staying  at  the  same  hotel  that  a  Yankee 
:ouJd  climb  as  well  as  they  could."  Seventeen  years  later  he  was 
storming  up  another  incline,  at  San  Juan  Hill  in  Cuba.  Standing 


before  this  document,  I  had  a  moment  of  clarity.  Now  I  knew 
that  I,  too,  must  make  my  ascent  of  the  Matterhorn. 

It  was  going  on  two  in  the  afternoon  when,  the  next  day,  we 
achieved  the  base  of  the  mountain.  Here  began  our  path  to  the 
summit,  5,000  feet  above. 

I  checked  my  water  bottle,  marked  the  spot  on  my  GPS  and 
applied  another  coat  of  SPF.  Whymper  and  the  others  had 
begun  from  this  very  spot,  as  well  as  had  so  many  others.  Elan 
would  remain  behind,  to  call  Barry  Diller  on  his  cell  phone 
about  a  deal  they  were  doing.  Life  is  short,  but  it  also  goes  on. 

So  I  set  off  solo  on  my  ascent  of  the  north  face.  Ten  min- 
utes into  it  I  was  about  200  feet  up  the  trail,  thinking  about 
Michel  Croz  and  The  White  Tower  and  Third  Man  on  the 
Mountain  and  the  17-year-old  who  had  chosen  to  climb.  A 
helicopter  buzzed  by  overhead  on  its  way  to  the  Hornli  hut  to 
deposit  climbers  who  would  make  it  all  the  way  to  the  top. 
It  was  a  brilliant  sunny-cool  day  and  I  felt  deliciously  alive  and 
not  a  day  over  49.  I  began  my  descent.  Elan  was  still  on  the 
phone  with  Barry  Diller.  It  took  Hugo  eight  hours  to  make 
it  up  and  back.  It  took  me  15  minutes.  For  the  rest  of  my  life 
I  can  now  say,  "I  have  climbed  the  Matterhorn."  (Not  with 
a  bang,  but  a  Whymper.) 

We  hiked  back  down,  and  that  night  at  the  Monte  Rosa  I 

slept  through  until  dawn,  undisturbed  by  the  Grampi  revelers. 

I  didn't  even  have  to  get  up,  which  as  you  hit 

50  is  another  of  life's  little  accomplishments, 

along  with  conquering  the  Matterhorn.  • 


Left:  Inn  owner 
Hugo,  center,  and 
son  Sebastian 
provide  the  meals 
and  entertainment 
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At  the  annual  Association  of  Lincoln  Presenters 

convention,  not  all  Abes  are  created  equal,  but  you 
certainly  can't  question  their  honesty 

history 


■     ^™  I    Bh^^^B    I    ^^^  By  Andrew  Fergusof 

itself 

Imagine  walking  into  the  lobby  of  a  motel  in  southern  Indiana — in  the  middle  of 
nowhere,  to  be  honest — and  seeing  a  man  dressed  up  to  look  exactly  like  Abraham 
Lincoln  staring  back  at  you.  A  bit  unsettling,  no? 
Now  imagine  this.  Imagine  that  the  motel  is  called  Santa's  Lodge,  in  the  town  of  Santa  Claus, 
Indiana,  and  when  you  walk  in  you  hear  the  tinny  sound  of  Christmas  carols  piped  through 
speakers  tucked  behind  ranks  of  pint-sized  animatronic  elves,  who  are  gaily  hammering  away 
at  Santa's  workbench  amid  billows  of  snowy  cotton  and  stands  of  little  evergreens,  while  a  minia- 
ture train  whistles  by  on  a  tiny  track,  and  before  you  can  take  it  all  in  you  see  more  thanjo  men 
dressed  exactly  like  Abraham  Lincoln  staring  back  at  you.  You'd  pass  out. 

I  did  not  pass  out,  however.  I  was  prepared.  Already  in  the  parking  lot  I  had  seen  several  R Vs 

and  cars — older  models,  American-made — bearing  vanity  plates:  ABE  AND  ME,  ABEFANi, 

ITS  ABE  (twice),  ABE  L  i,  I  LIKE  ABE,  4  SCORE,  ABES  RUS,  HERES  ABE  and  so  forth. 

Men  who  dress  like  Abraham  Lincoln,  I  soon  discovered,  spend  a  lot  of  time  in  their  vehicles, 

it  was  nothing  for  them,  on  this  lovely  spring  weekend,  to  drive  from  homes  all  over  the 

to  de<  \  1  ;t  Indiana  to  Santa's  Lodge,  where,  in  the  lobby,  they  were  registering  for  the 

ention  of  the  Association  of  Lincoln  Presenters. 

Janta  Claus — which  consists  of  a  post  office,  the  Lodge  and  a  Food  Lion — 
bee.        it  lie  'oncer  County,  where  the  young  Abe  lived  with  his  family  till  he 

turned  z\.  i  h  meet  every  year  near  a  site  with  such  deep  spiritual  resonance.  This  was 

ALP's  ninth  convention.  The  organization's  motto,  "Would  I  Might  Rouse  the  Lincoln  in  You 
All,"  taken  from  a  poem  by  the  prairie  poet  Vachel  Lindsay,  gives  you  a  sense  of  its  mission.  "We 
want  to  make  Abe  and  Man  Lincoln  come  alive  for  people  and  inspire  them,"  says  Dr.  Dan 
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Bassuk,  the  ALP's  long-serving  president.  "Our  country  needs  lots 
of  Lincoln  right  now."  The  new  motto  is  better  than  another  one 
they  often  use,  "Ready,  Willing  and  Abe  L,"  and  much  better  than 
the  first  motto,  "Now  He  Belongs  to  the  Stages,"  in  my  opinion. 
Dr.  Bassuk  came  up  with  the  motto,  and  the  idea  for  the  associa- 
tion, in  1990.  Today  there  are  nearly  250  members,  by  Dr.  Bassuk's 
estimate,  from  more  than  35  states:  roughly  150  Abes,  40  or  more 
women  who  impersonate  Lincoln's  wife,  Mary  Todd,  and  another 
40  members  designated  as  "patrons" — people  who,  like  me,  don't 
dress  up  as  Abraham  Lincoln  but  like  to  be  around  people  who  do. 
An  earnest  man  with  a  kindly  manner,  Dr.  Bassuk  has  worked 


designs  window  treatments  and  a  Pentecostal  preacher.  What  1 
their  station  in  life,  they  share  an  outlook  and  humor  peculiil.: 
themselves.  "You  don't  look  like  you've  been  dead  for  140  ye:*1 
is  a  common  greeting.  In  Santa's  coffee  shop,  where  the  Abe* 
their  lunches  and  breakfasts,  an  Abe  might  take  his  seat  and 
"Normally  I  wouldn't  sit  here.  I'm  not  real  fond  of  Booths." ! 
so  hungry  I  could  split  a  rail,"  another  would  announce,  tud 
into  a  plate  of  flapjacks  and  bacon.  "I'd  follow  you  anywhere 
Abe  said  to  his  wife  one  night  in  a  stage  whisper,  hoping  V 
overheard,  "just  don't  ask  me  to  go  to  the  theater  again!"  ?> 
of  these  jokes,  or  their  many  variations,  seemed  to  lose  their  s: 


No  alcohol  is  served  at  ALP  f  unctiq 


full-time  as  a  Lincoln  impersonator.  He  is  short  and  bald.  He  has 
never  considered  his  lack  of  either  height  or  hair  to  be  a  deterrent 
to  his  vocation,  which  came  to  him  accidentally  sometime  in 
the  late  1970s.  "It  began  with  the  beard,"  he  says.  He  grew  the 
beard — a  Lincoln-like  arrangement,  trimmed  down  almost  to 
the  chin  line,  no  mustache — because  he  liked  the  style,  and 
before  too  long,  he  says,  people  began  calling  him  Abe.  Then  one 
thing  led  to  another. 

Talking  to  other  Abes,  I  discovered  that  this  is  how  it  almost 
always  happens.  A  guy,  minding  his  own  business,  grows  a  beard. 
Soon,  multiple  people  are  telling  him  that  he  bears  a  striking 
mbli  nee  to  Abraham  Lincoln.  Very  often  these  people  are 
wrong.  I  don't  wa  nt  to  hurt  any  feelings,  but  a  large  number  of  the 
Abes  at  the  ALP  convention  look  no  more  like  Lincoln  than  my 
grandmother.  Many  stand  well  under  six  feet  tall,  some  boast  de- 
mure button  noses  in  direct  contrast  to  Lincoln's  noble  Roman 
beak,  and  in  many  cases  a  potbelly  juts  out  from  what  would,  in 
a  more  literal  reading  of  history,  be  a  lean  and  lanky  frame.  But 
apparently  when  people  tell  a  man  with  a  beard  that  he  looks  like 
Abe  Lincoln,  he  believes  it,  and  if  he's  of  a  curious  cast  of  mind 
he  begins  learning  about  Lincoln,  and  before  too  long  someone 
gives  him  a  stovepipe  hat  as  a  gag,  or  asks  him  to  appear  at  a 
child's  birthday  party  or  a  Memorial  Day  parade.  And  then  he 
gets  it  in  his  heat:  to  make  a  living  at  it. 

Byoneestimai*  more  than  a  third  of  the  Abes  in  the  ALP  are 
full-time  Abes.  Othci  m  ght,  snatching  a  gig  here  and  there 

to  supplement  other  in  h  the  hope  of  becoming  full-time 

eventually.  I  met  a  gan  chool  janitors  (though  one  of 

them,  fudging,  called  hin  stodian,"  and  the  other,  fudg- 

ing even  more,  said  he  wa:  laintenance  engineer  at  an  ele- 
mentary educational  facilit  o  surveyors,  a  Presbyterian 
minister,  an  arborist,  a  bus  drivi      ;e\  era'  teachers,  a  man  who 


It  is  not  hard  to  see  what  draws  them  together.  Being  Al 
not  all  glamour,  not  all  parties  and  parades.  It  is  solitary  v\ 
usually,  and  often  poorly  paid,  and  the  ALP  offers  a  respito 
fraternity,  an  oasis  of  fellowship  where  an  Abe  can  share  hi 
with  men  who  know  what  it  is  about.  Part  of  the  pleasure  is 
putting  on  the  costume  and  hanging  out  with  a  bunch  of  c 
people  who  like  putting  on  the  costume  and  hanging  out.  It' 
same  principle  of  solidarity  that  draws  nudists  together,  only 
clothes.  The  clothes  do  pose  a  puzzle  for  an  outsider,  how' 
When  you  go  to  a  meeting  where  everyone  but  you  wi 
wearing  a  black  frock  coat,  black  trousers,  boots  and  a  hat. 
impossible,  ironically  enough,  to  figure  out  the  dress  code, 
you  over-  or  underdressed?  To  be  safe,  all  weekend  I  won 
usual  blue  blazer  and  khakis — the  native  dress  of  my  people- 
never  passed  a  moment  when  I  didn't  feel  conspicuous.  At 
moments,  in  my  experience,  a  drink  is  just  the  ticket,  but  I  f< 
rather  quickly  that  no  alcohol  is  served  at  ALP  functions.  Lir 
was  a  teetotaler.  So  are  the  Abes. 

Other  than  the  lack  of  alcohol,  the  inescapable  Chris 
decorations  and  constant  carols,  and  the  scores  of  people  in 
sonating  Abraham  Lincoln  or  his  wife,  the  ALP  conventior 
like  any  other.  After  registration  there  was  a  banquet  in  a  1 
barn-like  room  out  behind  the  Lodge,  with  a  guest  lei 
on  "Lincoln's  In-Laws:  The  Other  Civil  War,"  followe 
awards — even  Abes,  modest  as  their  namesake,  can't  resis' 
customary  form  of  conventioneering  self-flattery.  Whet 
Glenn  Schnizlein  Memorial  Award  for  the  Best  Abrahan 
Mary  Lincoln  Team  went  to  B.F.  and  Dorothy  McClerren 
McClerren  rose,  much  moved,  to  thank  his  wife.  "She's  see 
get  shot  over  and  over  again,"  he  said,  looking  at  her  wit! 
mistakable  pride,  "and  my  Mary  goes  into  hysterics  every  ti 

Abes  work  alone  generally,  as  I  say,  but  Abe  and  Mary 
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ncreasinglv  common.  In  recent  years  there  has  been  an 
Osion  ot  reenactors  of  all  kinds,  and  more  and  more  often 
e  days  an  Abe  might  find  himself  working  as  a  team — with 
in'  here,  a  Stephen  A.  Douglas  there  and  occasionally,  down 
n,  a  Jeflerson  Davis  or  a  Robert  E.  Lee,  in  a  kind  of  equal- 
arrangement.  A  Michigan  Abe  showed  me  an  album  of  pic- 
;  of  himself  with  men  trying  hard  to  look  like  Mark  Twain, 
Roosevelts,  George  Washington,  Thomas  Jefferson,  Patrick 
ry  and  James  Garfield, 
said:  "Garfield?" 
rle  was  a  nice  man,"  he  said,  tapping  the  photo.  "He  loved 


And  out  there  in  the  real  world,  height  is  what  you  need.  Say 
you're  out  on  a  battlefield.  It's  the  middle  of  a  reenactment. 
Soldiers  running  around,  smoke  everywhere.  You  need  to  be  seen. 
People  need  to  see  Abe!  You  need  something  with  a  little  lift  so 
you  can  stand  out.  I'm  sorry,  but  your  squashable  hat  is  not  going 
to  do  that  for  you."  I  noticed  his  brim  was  curved,  not  straight 
across,  Pilgrim-fashion,  like  some  that  other  Abes  were  wearing. 
"Don't  get  me  started  on  the  brim,"  he  said. 

Very  early  Saturday  morning — will  it  surprise  you  that  the 
Abes  are  early  risers? — the  Abes  gathered  for  "workshops." 
Kingsley  Amis  once  wisely  said  that  the  decline  of  Western  civ- 


icoln  was  a  teetotaler.  So  are  the  Abes. 
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field.  And  his  Garfield  was  very  good — not  that  I  would 
v,  of  course."  He  looked  up.  "I've  wondered  sometimes  how 
h  business  he  gets." 

luch  ol  the  convention  was  spent  comparing  notes  and  pass- 
>n  tips,  whether  singly,  in  casual,  Abe-to-Abe  interaction,  or 
enary  sessions,  as  a  group.  Hats,  it  goes  without  saying,  are 
rmanent  topic  of  conversation — How  high  should  the  rise 
ie  hat  be?  Curved  brim  or  straight?  A  tapered  crown,  which 
i  an  elegant  touch  to  the  line  of  the  hat,  or  straight-up  stove- 
,  which  can  augment  the  illusion  of  formidable  height,  im- 
am to  the  shorter  Abe?  A  good  hat  can  be  a  source  of  pride. 
Bassuk  has  a  hat  with  a  collapsible  crown,  impressively  high 
n  fully  extended,  flat  as  roadkill  when  pressed  down.  He  likes 
ash  it  flat  and  then  pop  it  up  again.  'You  can  crush  my  hat," 
ays  when  he  does  this,  "but  you  cannot  crush  my  spirit." 
ers  dismiss  the  crushable  hats  as  insufficiently  tall.  "Sure," 
her  Abe  from  Michigan  told  me,  "everybody  would  like  one 
can  squash.  But  right  away  you  run  into  height  problems. 


ilization  since  the  end  of  World  War  II  could  be  summarized  in 
the  word  "workshop,"  and  for  some  of  us  the  mere  exhalation  of 
the  two  syllables  conjures  up  horrifying  images  of  forced  confes- 
sionals and  compulsory  emoting  and  imaging  exercises  led  by 
New  Age  totalitarians.  Abes  are  too  traditional  for  such  nonsense. 
Their  workshops  are  pure  practicality.  We  all  sat  in  the  ballroom 
and  held  a  freewheeling  discussion. 

Schools  present  the  best  profit  potential  for  the  entrepreneurial 
Abe.  But  how  to  generate  business? 

"Get  into  a  car  and  drive,"  suggested  one  Abe,  this  one  from 
Georgia.  He  said  he  often  travels  cold  to  new  parts  of  the  coun- 
try. "There  is  simply  no  substitute  for  it.  Sometimes  I  can  hit  20 
schools  in  a  day.  I  might  get  four  or  five  bookings.  It  sure  pays  the 
grocery  bill." 

Another  Abe  from  Illinois  disagreed  with  that  approach. 
"Where  I  come  from,  you  just  show  up  unannounced  at  a  grade 
school  dressed  like  this" — he  tugged  his  lapels  glumly — "the 
chances  are  very  high  that  they  will  call  the  police." 

'They  sure  will,"  another  Abe  said,  as  if  from  painful  experience. 

In  that  case,  the  Abe  from  Georgia  said,  when  an  Abe  hits  a 
new  town,  he  should  find  the  superintendent  of  schools  and  ask 
for  permission  to  speak  to  his  district's  school  principals.  'You  can 
try  to  send  a  mailing  in  advance,  but  that  won't  work,"  he  said. 
"They  want  to  see  you.  They  want  to  see  Abe*? 

Others  suggested  attending  conferences  of  educators,  event 
planners  or  booking  agents,  and  doing  the  presentation  for  free, 
as  an  advertisement. 

"Maybe  that  works,  maybe  it  don't,"  said  another  Abe  bitterly, 
"but  oh  how  they  all  love  that  word  'free.'" 

This  led  to  the  dicey  question  of  money:  How  much  to  charge? 

There  was  an  awkward  silence,  followed  by  some  hemming 
and  hawing.  Nobody  likes  to  talk  about  money. 
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Finally  Dr.  Bassuk  spoke  up. 

"It's  nothing  to  be  ashamed  of,"  he  said.  "As  an  Abe,  you 
deserve  to  be  paid.  This  is  our  livelihood.  Of  course,  we  must  be 
reasonable  in  our  fees  because,  really,  this  is  not  about  the  money. 
We  want  to  enrich  the  educational  experience  of  children  and 
adults.  That's  why  they  choose  us.  My  dear  friends,  they're  tired 
of  the  magic  shows!  They're  tired  of  the  dance  troupes,  the  cute 
animal  acts,  the  disc  jockeys!  If  you've  got  a  good  product — and 
do  we  have  a  good  product?" — [here  several  assents  were  mur- 
mured] "they  will  snatch  it  up!  This  is  what  they  want!" 

There  were  more  murmurs  of  assent. 

"Bottom  line,"  said  Dr.  Bassuk,  "$200  an  appearance.  At  a 
minimum.  Let's  do  try  to  keep  the  prices  up." 

I  glanced  around  the  room.  Already,  in  my  discussions  with 
other  Abes,  I  had  come  to  know  that  several  of  them  would  have 
considered  "two  C-notes"  (as  one  Abe  referred  to  the  magic  $200) 
a  huge  windfall.  "Some  of  us  are  lucky  to  get  $50,  because  we  don't 
talk  much  or  like  to  give  speeches,  or  because,  frankly,  some  of 
us  don't  know  enough  about  Lincoln  to  impart  an  educational 
experience,"  an  Abe  told  me  in  confidence.  "If  you  just  show  up 
to  cut  a  ribbon  or  walk  in  a  parade,  it's  hard  to  ask  for  more  than 
$50.  And  sometimes,  for  weeks  on  end,  you  feel  lucky  to  get  a 
parade  even.  Fifty  doesn't  look  too  bad  then." 

ometimes,  not  surprisingly,  circumstances  push  an 
Abe  to  do  something  he's  not  proud  of.  "I  did  a  wed- 
dsng  once,"  another  Abe  told  me  privately,  shaking 
in  ad  at  the  memory.  "Pronounced  them  man  and 
1st  like  that.  Of  course,  legally,  it  didn't  mean 
a  damn  thing.  But  please,  don't  tell  the  other  Abes.  They'll  think 
it  was  undignified." 

The  most  ingenious  tip  I  learned  came  from  an  Abe  from 
Kentucky.  I  was  admiring  his  extraordinary  resemblance  to  the 
real  Lincoln. 

"You've  even  got  the  mole,"  I  said,  pointing  to  the  famous 
blemish  that  adorned  the  crease  of  Lincoln's  right  cheek. 
"You  like  it?"  he  said.  "It's  yours." 

He  dug  his  fingernail  into  his  cheek  and  tore  off  the  mole  and 
handed  it  to  me — or  rather,  tried  to  hand  it  to  me. 

"Go  ahead,  take  it,"  he  said.  "It  won't  hurt  you.  All  you  do, 
you  just  clip  an  eraser  fro  n  ncil  and  stick  it  on 

with  epoxy.  Easy  as  pie.  1 -;  tneedti  <  <>!or  it.  See?  Already 

flesh-toned." 

Having  absorbed  all  this  l  civilian  might  be 

tempted  to  don  the  old  frock  ,  I  becoi  le  an  Abe 

himself.  But  it  is  a  hard  life,  being  an  Abe,  and  there  are  certain 
necessities  an  aspirant  must  possess.  He  requires  an  unlimited 
tolerance  for  travel,  for  Abes  live  an  itinerant  existence,  humping 


from  town  to  town  in  their  RVs  and  aging  Plymouths.  Hei 
to  settle  for  a  modest  income  or  worse.  He  has  to  like  una 
fortable  clothes,  and  hats. 

Chiefly,  however,  he  must  have  the  passion,  for  in  the  er 
is  the  passion  that  makes  the  low  pay  and  the  constant  travel 
physical  discomfort  tolerable  for  the  true  Abe.  He  must  agree  \ 
Dr.  Bassuk  when  he  says,  "Lincoln  is  as  close  to  perfect  as  a  hui 
being  could  be.  That's  what  gives  us  a  sense  of  mission.  Being, 
is  a  calling."  And  it  would  have  to  be,  wouldn't  it?  Lincoln  | 
senters  bear  a  terrible  handicap:  They're  trying  to  make  histor) 
in  a  country  that  is  famously  indifferent  to  history.  Our  histo 
ignorance  is  almost  a  point  of  national  pride.  Americans  2 
can-do,  forward-looking  people,  disdainful  of  tradition,  ui 
cumbered  by  the  past — so  we  say.  An  Abe  must  be  self-suffici 
spiritually.  He  must  carry  around  within  himself  his  own  inte 
generator  of  enthusiasm  and  passion,  since  he  is  unlikely  to  0 
it  from  his  audience,  as  other  performers  do. 

And  once  you've  got  it  going  it's  hard  to  turn  off.  Satu 
afternoon  we  all  piled  in  our  cars  and  formed  a  carava 
the  Lincoln  Boyhood  National  Memorial,  near  the  site  ol 
Lincoln  family  farm.  When  we  arrived  I  could  see  just  a  sma 
ing  of  visitors,  three  or  four  families  wandering  about  the  e 
mous  marble  frieze  that  marks  the  spot.  I  did  a  quick  calcula 
The  Abe-to-tourist  ratio  was  easily  three  to  one.  It  was  a  fi 
thing,  but  at  the  sight  of  the  tourists — all  of  them  big- butt* 
the  American  style,  with  fanny  packs  and  flushed  faces,  loo 
vaguely  annoyed  that  this  wasn't  a  video  game — you  could 
flicker  rise  in  the  eyes  of  the  Abes.  Civilians!  An  audience!  Pe 
who  need  to  know  about  Abe! 

Soon,  a  dozen  of  them  had  laid  siege  to  the  families. 

One  was  bent  over  a  pair  of  girls,  reciting  a  passage  1 
Lincoln's  brief  autobiography:  "My  father  removed  1 
Kentucky  to  what  is  now  Spencer  County,  Indiana,  in  my  ei 
year.  It  was  a  wild  region,  with  many  bears  and  other  wild  anil 
still  in  the  woods. . ." 

"I  have  often  been  quoted  as  saying,  You  can  fool  some  0 
people. . .'  "  said  another  Abe,  cornering  a  grandma. 

"I  am  certain,"  said  another,  "that  you  have  heard  my  i 
famous  address,  given  at  the  cemetery. . ." 

The  parents  didn't  know  how  to  react.  Neither  did  their 
dren.  Some  paused  politely,  others  giggled;  there  were  gape: 
quick  retreats. 

"I  was  raised  to  farm  work,  which  I  continued  till  I  ws 
At  21 1  came  to  Illinois. . ." 

One  mother  turned  her  daughter  toward  the  parking  lol 

"Are  they  crazy  men?"  the  girl  asked. 

"No,  honey,  of  course  not,"  the  mother  said.  "They  just 
to  be  Abraham  Lincoln.  I  don't  know  why."  • 
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YES,  OUR  ROOMS 

DO  HAVE  TV  SETS. 

4 I  though 

our  guests  often  wonder  why. 

ON-SITE  Colonial  Williamsburg  Hotels  are  exceedingly  comfortable  with  every 
modern  convenience.  But  don't  expect  to  spend  much  time  in  them.  For  here 
you  are  surrounded  with  far  too  many  temptations,  from  interactive  performances 
and  museums  to  colonial  taverns  and  shops.  Come,  see  what  you've  been  missing. 
Governor's  Inn  •  Woodlands*  Hotel  &  Suites  *  Williamsburg  Lodge 
Colonial  Houses   *   Williamsburg  Inn 

VACATION     PACKAGES 
from  $02  per  person,  per  night 

Whether  you  fancy  a  romantic  fall  getaway,  a  chilling  Ghosts  &  Legends  Tour, 
a  shameless  shopping  spree,  or  a  challenging  round  of  golf,  we  have  a  vacation 
package  to  suit  you.  Each  includes  a  great  room,  preferred  dining  reservations  and 
special  discounts.  Call  1-800-404-3372  for  details.  Some  restrictions  may  apply. 

M  E.JR  1  G JL    C  H  A  PJT  E  R  I. 
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Williamsburg,  Virginia    1-800-404-337*    ColonialWilliamsborg.com 


So, 
You  Want 
To  Own 
,  A  Minor 

League 
Baseball  Team 

^akes  more  PT.  Barnum  than  George  Steinbrenner, 
but  above  all,  you'd  better  know  how  to  have  fun. 

When  you  were  young  you  dreamed  of  playing  professional  baseball.  When  you  were  a  little 
older,  you  dreamed  of  box  seats.  Now  you  dream — hell,  you  know! — that  you  could  run  a  team 
better  than  these  chuckleheads.  •  Go  on. .  .close  your  eyes  for  a  moment  and  get  in  touch  with 
your  inner  Steinbrenner.  There  you  are  on  a  balmy  summer  night,  strolling  into  your  own 
stadium  where  thousands  of  your  friends  and  neighbors  are  having  a  blast  watching  a  ball  game 
played  by  your  own  team.  *■  Imagining  that  it's  a  minor  league  game  doesn't  require  too  much 
of  .1  ratchel  n — just  think  thousands  of  fans  instead  of  tens  of  thousands — and  it  puts  the 

dret  loser  to  reality.  Each  year  something  like  a  dozen  minor  league  teams  are  sold 

to  new  '  vv!  rid  investors,  including  such  luminaries  as  Warren  Buffett  and  Bill  Murray. 

Illustrations  By  Christoph  Niemann 
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stand  that  minor  league  baseball  is 
unique  enterprise.  "If  owners  select 
good  market  and  approach  that  marks 
correctly,  then  the  business  can  b 
both  fun  and  lucrative,"  he  maintains} 
If  you've  ever  wanted  to  own  a  minol 
league  baseball  team,  here  are  somj 
things  you  might  want  to  consider: 

Independent  or  Affiliated? 

Your  first  decision  is  whether  you  wan 
to  own  an  independent  team  or  a  ba 
club  affiliated  with  Major  Leagu 
Baseball.  More  than  60  independer] 
teams  play  in  regional  leagues  around  th 
U.S.  and  receive  no  direct  support  fron; 
Major  League  Baseball.  Owners  are  re 
sponsible  for  the  entire  operation  of  tb 
team:  recruiting  and  signing  players,  pay 
ing  salaries  for  all  employees,  providini 
insurance,  making  travel  arrangement 
and  negotiating  contracts  for  the  stadiuri 
and  concessions. 

Here's  an  example:  For  an  $825,00 
franchise  fee  you  can  apply  to  own  a  teai| 
in  the  Frontier  League  in  the  Midwes 

Says  own 

Minor  League  Baseball  has  £  H  H     don't     U  PI  (Je  1^3  II  (J     K|  H  V 

grown  up  and  new  stadiums  and  i*  I  ■  VJ     VA  \J  I  I      L     UIIUV.I    JLUMU     MCA1 


•  techniques  have  made 

.  bet  for  profitability  than  ever.  According 


to  officials  at  Minor  League  Baseball,  attendance  has 
grown  more  than  40  percent  in  the  past  ten  years.  Nearly 
40  million  fans  will  attend  minor  league  contests  this 
year — the  most  since  Ike  sat  in  the  White  House. 

The  dream  can  strike  anyone,  anywhere.  About  20 
•  ears  ago,  Marv  Goldklang  was  a  hard-working  attorney 

New  York  City,  billing  long  hours  and  wondering 
wh<  1  the  fun  part  started.  When  a  client  who  owned  a 
minor-league  baseball  team  needed  help  with  financing, 
Goldklang  stepped  in  and  ended  up  with  partial  own- 
ership of  the  Utica  Blue  Sox.  Two  decades  later  the 
Goldklang  G 1        r>wns  ••; noj  league  teams  and  has 

interests  in  tvv  re  profitable  and 

among  the  most  j 

"There  is  a  ne.  ■•  0  rs  in  the  game 

today,"  Goldklang  :  that  the  old-time 

mom-and-pop  operatoi  ,   :>i       J  by  people 

who  have  enjoyed  success  in  •  These  new 

owners  love  and  understand  'he  game  and  also  under- 


Operating  budgets  range  up  to  $2.5  million  per  year  and  tl 
24-member  team  has  a  salary  cap  of  $60,000.  Your  playet 
will  be  pulled  from  the  ranks  of  former  Major  Leaguers  ; 
well  as  college  stars  overlooked  by  the  big  leagues. 

"The  owners  of  independent  league  teams  tend  to  1 
mavericks,  people  who  don't  want  control  imposed  c" 
them  by  the  Major  Leagues,"  says  Michael  Veeck,  pres 
dent  of  the  Goldklang  Group  and  son  of  the  famed  B: 
Veeck,  the  spiritual  godfather  of  baseball  promotion 
Independent  league  baseball  is  all  about  hope,  hustle  ar  J 
second  chances.  Critics  of  Major  League  Baseball  say  thf 
is  where  the  true  heart  of  the  sport  abides.  But  indepei 
dent  minor  league  baseball  is  a  high-risk,  high-reward  ei 
terprise.  It's  worth  noting  that  in  the  past  decade  at  lea , 
seven  entire  leagues  have  disappeared. 

If  your  passion  runs  towards  independent  baseball,  yc 
might  first  consider  becoming  an  investor  or  part  own  1 
of  a  team.  This  gives  you  firsthand  access  to  the  tight-kr 
world  of  minor  league  ball  but  limits  your  financial  exp< 
sure.  You  can  contact  any  of  the  independent  leagues  f  ! 
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iformation  on  teams  that  might  welcome  additional  lim-  blessing.  CFO.com  reports  that  from  1993  to  2000,  gross 

ed  partners.  (Just  tvpe  "independent  minor  league  base-  operating  margins  for  Minor  League  teams  increased 

ill"  in  vour  computer's  search  engine.)  nearly  10  percent  to  approximately  60-70  percent.  "A  lot 

A  more  traditional — and  likely  safer — route  is  to  pur-  of  businesses  in  a  great  many  American  industries  would 

iase  one  of  the  160  teams  affiliated  with  Major  League  love  to  have  our  operating  margins,"  O'Conner  says, 
aseball.  The  relationship  between  big  league  teams  and  But  being  affiliated  also  means  that  team  owners  can't 

lese  minor  league  clubs  is  governed  by  a  contract  known  market  a  winning  team,  or  even  the  personality  of  players. 

;  the  Professional  Baseball  Agreement  (PBA).  Affiliated  Big  league  general  managers  determine  who  plays  on  your 

rams  plav  in  Rookie  Leagues  or  at  the  Single-A,  Double-  team  and  talented  star  players  are  moved  around  fre- 

.  or  Triple-A  levels.  quently.  "You  can't  tell  fans  they  will  see  Major  League 

Prices  for  these  teams  vary  considerably,  but  according  baseball,  because  this  is,  after  all,  the  minors,"  says  Veeck. 

)  Pat  O'Conner,  Vice  President,  Administration,  and  "What  you  can  sell  is  a  good  time  in  a  ballpark  where  they 

'OO  of  Minor  League  Baseball,  you  can  use  the  following  are  likely  to  see  some  very  fine  plays." 
gures  as  "ballpark"  estimates:  Triple-A  teams  cost  any- 
'here  from  $8  to  $20  million;  Double- A  teams  run  between 

i  to  S15  million;  Single-A  $2  to  $8  million;  and  Rookie  It's  All  At)OUt  Location 

■eague  teams  anywhere  from  $600,000  to  $750,000.  Regardless  of  whether  you  pick  an  independent  team  or 

Is  it  reasonable  to  buy  one  of  these  teams  and  expect  to  one  associated  with  Major  League  Baseball,  your  decision 

lake  money?  O'Conner  says  that  clubs  that  make  money  to  invest  should  be  made  only  after  a  close  examination  of 

:nd  to  be  well-run  and  have  a  good  facility.  But,  he  your  three  major  revenue  streams:  ticket  sales,  corporate 

ids — and  here's  the  kicker — "The  majority  of  profits  in  sponsorship  and  concessions.  That,  and  the  community 

linor  league  baseball  are  made  by  a  small  minority  of  the  the  team  plays  in. 

:ams."  According  to  CFO.com,  in  2001,  the  average  Successful  teams  play  where  fans  love  baseball  and 

ross  revenue  for  the  top  nine  teams  in  Triple-A  was  $5.5  where  local  politicians  appreciate  the  team's  importance 

lillion.  The  bottom  nine  had  an  average  gross  revenue  of  to  the  community.  "Market  research  is  crucial,"  says 

:.J2  million.  "Overall,  ten  percent  of  our  clubs  make  70  Goldklang.  You've  got  to  size  up  your  audience.  And  that 

ercent  of  all  our  operating  income,"  he  says.  audience  includes  potential  sponsors  and  advertisers.  A 

chael  Veeck,  uIf  you  don't  love  baseball 
i,  then  go  buy  a  soap  company/7 

till,  there  is  a  reasonable  expec-  successful  team  might  have  as  many  as  200  corporate 

tation   of  profit   since,   under  sponsors  who  buy  space  on  the  outfield  fence,  purchase 

the  terms  of  the  PBA,  Major  blocks  of  tickets  and  sponsor  team  promotions. 
League  teams  pay  the  salaries  Or  you  can  take  the  opposite  approach.  Rather  than 

and    benefits    of  players    and  sign  on  hundreds  of  sponsors,  some  teams  are  taking  a 

coaches  on  their  affiliated  Minor  page  from  the  U.S.  Olympic  Committee.  These  owners 

League  teams.  In  other  words,  if  charge  a  premium  to  a  limited  number  of  sponsors  and 

vou  own  an  affiliated  Minor  agree  to  run  advertising  that  specifically  highlights  their 

League  Baseball  team,  the  oper-  product  or  service.  What's  more,  these  sponsors  some- 

ators  of  the  big  league  team  send  times  are  asked  to  sign  three-year  contracts  so  that  the 

you  "free"  players  and  coaches.  team  can  fine-tune  the  marketing  campaign. 

You,  as  a  Minor  League  team  The  biggest  hurdle  may  be  the  stadium.  Before  the 

owner,  on  the  other  hand,  are  days  of  the  most  recent  PBA  (signed  in  1990),  minor 

esponsible  for  front  office  personnel,  sharing  the  expense  league  teams  could  play  in  small  municipal  parks  or  junior 

f  bats,  balls,  transportation — those  famous  long  bus  college  stadiums,  or  just  about  anywhere.  Then  Major 

ides — and  (most  importantly)  supplying  a  stadium  that  League  Baseball  decided  that  it  wanted  its  talent  to  play 

neets  approved  standards.  As  O'Conner  sums  it  up,  in  stadiums  with  amenities,  updated  facilities  and  dimen- 

Major  League  Baseball  provides  the  team  and  you  pro-  sions  like  those  in  the  big  leagues.  Minor  League  owners 

ide  everything  else."  had  to  move  to  better  ballparks  or  risk  losing  their  affilia- 

For  affiliated  team  owners,  this  is  something  of  a  mixed  tions  with  Major  League  teams.  Today  the  emphasis  is 
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not  only  on  new  and  larger  stadiums,  but  ones  with  in- 
come-producing skyboxes  and  additional  amenities.  The 
good  news  is  that  new  stadiums  have  often  been  a  boost 
to  revenues.  The  bad  news  is  that  getting  public  financing 
for  one  can  be  a  political  minefield.  You'll  need  your  best 
smile  and  a  lot  of  patience.  But  do  your  homework  first. 


It's  a  Party 

Now  that  you've  decided  on  a  team  and  a  community, 
what  can  you  do  to  make  sure  the  team  will  be  success- 
ful? "Baseball  isn't  rocket  science,"  says  Rob  Rabenecker, 
general  manager  of  Roger  Dean  Stadium,  which  oversees 
the  operations  of  two  minor  league  teams  in  Jupiter, 
Florida.  "But  each  year  minor  league  owners  get  a  little 
more  sophisticated." 

Surveys  and  focus  groups  are  fine.  But  most  team  offi- 
cials contacted  for  this  article  stress  that  what  makes  less- 
than-big-league-baseball  teams  successful  isn't  just  market 
research.  "If  you  don't  love  baseball  and  don't  understand 
having  fun,  then  go  buy  a  soap  company,"  advises  Michael 
Veeck  of  the  Goldklang  Group. 

He  should  know;  his  father  was  a  visionary  baseball  im- 
presario. In  1951,  Bill  Veeck's  struggling  St.  Louis  Browns 
were  playing  to  a  near-empty  stadium.  In  an  effort  to  gen- 
erate buzz — any  buzz — Veeck  hired  an  ill-tempered  the- 
atrical midget  from  Chicago  named  Eddie  Gaedel  and 
signed  him  to  a  one-game  contract.  On  August  19,  the 
three-foot-seven-inch  Gaedel  strode  to  the  plate  as  a 


to  all  males  over  age  21.  And  who  can  forget  Lawyer's 
Night  at  the  Sioux  Falls  ballpark?  Lawyers  were  chargec 
double  the  regular  admission  to  the  game  and  were  fur- 
ther billed  every  half  inning  (proceeds  went  to  Legal  Aid): 
And  in  Portland,  Oregon,  Veeck  promoted  something 
called  Enron  Night:  Fans  were  greeted  at  the  gates  with 
paper  shredders  -and  attendance  figures  were  continualh 
revised  downward. 

oday,  many  minor  league  ballpark™ 
are  as  much  entertainment  center: 
as  sports  stadiums.  The  Memphis 
Redbirds'  new  stadium,  for  in-t 
stance,  offers  fans  entertainmenf 
zones  where  they  can  walk,  throv 
balls  and  play  with  water  cannonsi 
Other  ballparks  feature  rock  climW 
ing  walls,  moonbounces,  and  thi 
old  standby,  a  merry-go-round.  Oi 
the  field,  between  innings,  kid 
might  have  a  race  to  home  plat< 
with  the  team  mascot  or  see  if  the-i 
can  catch  a  fly  ball. 

Another  piece  of  advice:  Thinl 
local.  Notes  Veeck:  "Fans  responc 
to  promotions  that  strike  a  chord  in  the  community."  Fo< 
example,  Veeck's  Jerry  Garcia  look-alike  contest  was  a  bi: 
hit  in  St.  Paul,  but  easily  could  have  failed  in  a  more  rural 


A  trained  pig  brings  the  balls 
tt        home  plate  umpire.  The 
fans  named  him  The  Notorious  RI.G 


pinch  hitter  wearing  a  child's  uniform  bearing  the  num- 
ber 1/8.  The  Detroit  Tigers'  pitcher,  Bob  Cain,  promptly 
walked  Gaedel  on  four  high  pitches.  Gaedel  trotted  to 
first  base  and  left  the  game  for  a  pinch-runner.  Major 
League  Baseball  was  very,  very  angry  with  Bill  Veeck.  The 
fans  loved  him. 

Michael  Week  clearly  shares  his  father's  sense  of  the 
outrageous.  /  Vc<  ck's  fan-pleasing  promotions  for 

the  Goldklang  ip;  A  trained  pig  brings  balls  to  the 

home  plate  urn}  St.  Paul  Saints,  and  each  year 

the  fans  vote  on  v  •  for  the  mascot  (last  year  the 
pig  was  named  K  ;  this  year  it's  The  Notorious 

P.I. G.).  He  also  who  runs  a  massage  school, 

to  give  back  rubs  t<  trier  Veeck  promotion, 

sponsored  by  the  drug  \  iaj  nflatable  baseball  bats 

86  FORBES  FY1 


community.  The  concession  stands  in  St.  Paul  also  se 
walleye  sandwiches,  a  fish-wich  that  would  mystify  folk 
in,  say,  Albuquerque. 

Successfully  operating  a  minor  league  team  is,  basicalb 
an  exercise  in  promoting  fun.  Business  school  graduate 
might  call  it  "event  marketing"  or  "targeted  entertain 
ment."  But  what  owners  provide  is  a  safe,  clean  place  whei 
children  can  walk  freely,  where  they  can  be  surprised  bi 
not  frightened  and  where  they  can  see  young  men  play 
wonderful  game  on  green  grass  at  the  height  of  summer. 

O'Conner  says  that  exit  polls  show  that  what  far 
leaving  a  minor  league  game  remember  is  the  quality  ( 
the  food,  whether  the  stadium  was  clean  and  if  they  had 
good  time — more  than  half  can't  name  the  players  or  eve 
remember  which  team  won  the  game.  • 


HEADPHONES  THAT  OFFER  SUPERIOR  NOISE  REDUCTION 
AND  EXCEPTIONAL  AUDIO.  WHAT  COULD  BE  BETTER? 

THE  NEW  AND  IMPROVED  MODEL. 


i  At  hen   our   origina 
f  V  QuietComfort* 

eadphones  were  intro- 
jced,  Upscale  magazine 
blled   them    "revolution 
ry."  The  Boston  Globe  wrote, 
with   the    Bose   Acoustic    Noise 
ancelling  headsets  on,  the  airplane  roar 
ecame  a  whisper."  And  audio  critic  Rich 
barren  named  them  his  "product  of 
le  year." 


agree  -  this  technology  makes 

your  music  sound  better.  The 

details  come  shining  through. 


Introducing  The 

New  QuietComfort®2 

Acoustic  Noise 

Cancelling®  Headphones. 


nagine  what  you'll  say  about  our 
ew  QuietComfort"  2  headphones  - 
rtiich  combine  the  exceptional 
oise-reduction  technology  of  our 
riginal  headphones  with  dramatically 
nproved  audio  performance  and  enhanced  convenience. 

EMARKABLE  NOISE  REDUCTION.  We  originally 
esigned  our  noise-reducing  headphones  for  airplane  travel- 
rs.  But  customers  soon  started  telling  us  how  well  they  work 
i  other  noisy  places.  That's  why  our  new  QuietComfort"  2 

headphones  feature  the  same 
patented  technology  that  electron- 
ically identifies  and  dramatically 
reduces  noise  while  faithfully  pre- 
serving the  music,  movie  dialogue 
or  silence  you  want.  So  you  can 
se  them  to  concentrate  at  the  office,  reduce  the  whine  of 
eighborhood  lawn  mowers  or  watch  a  movie  during  your  next 
ight.  Or  simply  relax  in  peace. 

•REMIUM  SOUND.  The  improved  audio  technology 
iside  our  new  QuietComfort- 2  headphones  delivers 
ound  so  real,  even  the  subtlest  musical  nuances  come 
hrough  with  amazing  clarity.  When  audio  critic  Wayne 
hompson  heard  our  new  QuietComfort"' 2  headphones, 
le  reported,  "Bose  engineers  have  made  major  improve- 
nents."   If  you're  a  headphone  user,  we  think  you'll 


ENHANCED  CONVEN- 
_,  IENCE.  Their  new  fold-flat 
r  design  means  they'll  slip  easily 
into  a  bag  or  briefcase.  You  can 
isten  to  portable  CD/DVD/MP3 
players,  home  stereos,  computers  and 
in-flight  entertainment  systems  -  or 
nothing  at  all.  And  you  can  wear  them 
for  hours,  because  we've  made  them 
so  lightweight  and  comfortable. 
CNET  says,  "They  feel  good  -  even 
luxurious  -  on  your  ears."  We  say  it's 
easy  to  forget  you  have  them  on. 


TRY  THEM  FOR  YOURSELF  -  RISK  FREE.  We  don't 
expect  you  to  take  our  word  for 
how  dramatically  our  new  head- 
phones reduce  noise,  how  clean 
and  full  they  sound  or  how  com- 
fortably they  fit.  So  we  invite  you 
to  try  them  for  30  days.  If  you  can  live  without  them,  return 
them  for  a  full  refund.  It's  that  simple. 

Call  and  ask  about  our  12-month  interest-free 
payment  plan.*  And  discover  the  kind  of  performance  that 
has  made  Bose  the  most  respected  name  in  sound. 


CALL  1-800-901-0199,  EXT.  Q2213 

For  information  on  all  our  products:  www.bose.com/q2213 


Name_ 


Address. 
City 


State 


_Zip_ 


Day  Phone  (_ 
Eve.  Phone  (. 


E-mail  (Optional), 


Better  sound  through  research* 


Mail  to:  Bose  Corp.,  Dept.  DMG-Q2213,  The  Mountain,  Framingham,  MA  01701-91 


land*  perong  'Installment  payment  plan  not  10  be  combined  win  any  other  offer  or  applied  to  previous  purchases,  and  available  on  credit  card  orders  only.  Payment  plan  is  subiect  to  credit  approval,  and  other  conditions  may  apply.  Your  credit  card 
trom  Bose.  Credit  card  rules  and  interest  may  apply  First  payment  to  include  shipping,  handling  and  applicable  sales  tax.  Payment  plan  subiect  to  change  without  notice  Risk  tiee  refers  to  30-day  trial  offer  only.  Quotes  reprinted  with  permission: 
iprry  Moms.  Boston  Globe,  1 0/24/99  on  the  ongmal  airline  headset:  Rich  Warren.  News-Gazelle,  1 1/27/00:  Wayne  Thompson.  Portland  Oregonian,  4/1 8/03:  David  Carnoy,  CAR  4/1 6/03. 
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The  Frame  Game 

The  art  of  putting  your  paintings  in  familiar  surroundings 

By  Richard  Nalley 

ere's  the  shocker  ending  to  the  murder  mystery  I  may  write  someday:  The  loot  everybody's 
scrambling  for  is  concealed  in  plain  sight.  It's  the  collection  of  masterfully  carved  and 
ornamented  frames  around  the  pictures  in  the  deceased  man's  front  hall.  The  paintings 
themselves  might  be  sad-eyed  clowns  on  velvet  purchased  at  a  parking  lot  art  fair.  Doesn't 
matter.  It's  the  frames,  Sherlock. 

When  you  consider  that  an  original  gilded  beauty  by  Herman  Dudley  Murphy  from  the 
early  1900s  might  fetch  $275,000,  or  a  modest-sized,  signed  example  by  Charles  Prendergast 
$150,000,  it  wouldn't  take  many  frames  to  add  up  to  something  like  real  money.  It  may  come 
as  a  surprise  that  anything  so,  pardon  the  expression,/>m^>&Ttf/could  command  such  sums. 
But  to  a  whole  art  world  insider  culture  of  private  collectors,  dealers  and  auction  houses, 
antique  frames  are  themselves  worthy  of  scholarship,  connoisseurship  and  trophy  hunting. 

It  was  Edouard  Manet — wasn't  it? — who  said,  "Without  the  proper  frame,  the  artist  loses 
100  percent."  And  he  wasn't  alone  in  that  feeling.  Edgar  Degas  carried  on  a  jealous  cross- 
Channel  frame-designing  rivalry  with  James  McNeill  Whistler,  and  took  the  matter  very 
seriously  indeed.  At  one  point  Degas  was  said  to  have  ripped  a  patron's  Degas  painting  off  the 
wall  and  attempted  to  repossess  it  when  he  found  that  the  man  had  changed  the  Degas  frame. 

Unfortunately  for  painters  down  through  the  centuries,  the  world  is  full  of  art  patrons 
like  Monsieur  Degas'.  "I  think  changing  a  picture's  frame  is  an  ownership  thing,  a  territo- 
rial way  to  putyowf  mark  on  a  painting,"  says  Eli  Wilner,  a  New  York  dealer  widely  cred- 
ited with  raising  the  American  frame  market's  consciousness  (not  to  mention  prices).  "Look 
at  Napoleon:  He  reframed  everything  in  the  Louvre,  and  influenced  Catherine  the  Great 
to  do  the  same  in  Russia." 

We  are  standing  in  the  offices  of  Eli  Wilner  8c  Company  in  Manhattan,  a  minor  mon- 
ument to  Man's  Desire  to  Reframe.  An  Aladdin's  cave  of  gilded,  compo'd,  carved  Stanford 
Whites,  Foster  Brothers  and  Thulins,  Wilner  &  Co.  rambles  through  a  warren  of  brown- 
stone  rooms  above  a  dingy  Upper  East  Side  deli.  Security  for  the  $30  to  $40  million  in  art- 
work and  frames  Wilner  estimates  he  has  on  hand  at  any  given  time  is  partly  provided  by 
the  heavy  steel  door  installed  by  the  former  tenant,  an  after-hours  gambling  joint. 

These  premises,  plus  the  hangarlike  11,000-square-foot  workspace  Wilner  maintains 
for  his  brigade  of  restorers  in  Long  Island  City,  are  a  far  cry  from  the  walk-up  apartment 
where  he  first  lived  and  sold  frames  back  in  1983.  At  that  point  buying  antique  and  period 
frames  was  a  ducks-on-the-pond  racket,  partly  because  he  was  one  of  the  very  few  people 
who  wanted  them.  "Galleries  up  and  down  Madison  Avenue  had  basements  full  of  dis- 
carded frames,"  he  remembers.  "They'd  say,  'Eli,  just  take  'em.'  " 

Wilner  was  then  a  few  years  out  of  school  and  filled  with  a  young  man's  wonder  at  the 
obtuseness  of  an  older  generation's  received  wisdom.  "Somebody,"  he  says,  "was  clearly 
missing  the  boat.  And  I  just  really  didn't  think  it  was  me." 

And  he  was  really  right.  That  first  year  Wilner  did  a  self-reported  $200,000  worth  of 
frame  business  out  of  his  apartment. 


i 


By  1990  the  Metropolitan  Museum  of  Art,  followed  by 
numerous  other  museums,  had  begun  to  label  its  frames  as  well 
as  its  paintings.  Dealers  like  Julius  Lowy  and  Henry  Heydenryk 
in  New  York,  Gold  Leaf  Studios  in  Washington,  D.C.,  and 
The  Fine  Art  Society  in  London  were  doing  a  major  trade  in 
formerly  forgotten  period  frames.  And  though  neither  of  the 
Big  Two  New  York  auction  houses  hold  frame  sales  per  se,  the 
scene  had  become  much  livelier  in  London,  where,  for  exam- 
ple, Bonhams  now  schedules  four  a  year  concurrent  with  auc- 
tions of  Old  Masters  paintings. 

hat  has  begun  to  dawn  on  certain  people  is  partly  that  fine,  old 
frames  are  beautiful  craft  pieces  in  and  of  themselves,  and  partly 
that  the  lovely  oil  painting  they  inherited  from  Aunt  Gertrude 
would  look  a  lot  more  at  home  in  the  style  and  period  of  fram- 
ing that  first  suited  it  to  begin  with.  The  1960s  frame  dear 
Auntie  put  on  the  1890s  portrait  gives  it  a  mismatched  look 
succinctly  described  by  an  expert  on  Antiques  Roadshow  as  "sort 
of  like  dressing  up  a  pig  in  a  tutu." 

"The  artists  had  the  right  idea  originally,"  notes  art  and 
frame  collector  Jim  Dicke  II,  chairman  and  CEO  of  Ohio- 
based  Crown  Equipment  Corporation,  "but  framing  has  gone 
through  so  many  fashions  that  you  can  go  to  a  museum  and 
guess  the  era  when  a  painting  was  bought  for  the  collection, 
because  the  frame  gives  it  away." 

So  if  one  picture  has  had  many  frames  over  the  years,  logic 
would  suggest  that  these  older  frames  would  be  in  plentiful 
supply,  just  as  Wilner  and  others  seemed  to  find  20  years  ago. 
Sad  to  say,  though,  the  piles  of  forgotten  gems  were  rapidly  de- 
pleted as  the  market  woke  up  to  their  value.  In  fact,  the  stocks 
of  old  frames  were  actually  never  very  big.  "Until  recently  these 
frames  were  not  seen  as  a  valuable  or  interesting  part  of  art 
history,"  explains  Alan  Montgomery,  head  of  the  Frames 
Department  at  Bonhams,  the  London  auction  house.  "So  large 
m  v  ore  altered,  damaged  or  just  destroyed." 
p  he  stoi   — bitter  lore  to  today's  frame  lovers — 

that  many  o,  thi     nest  and  !  uable  frames  were  system- 

atically rounded  up  to  recover  the  gold  content  of  their  gilding. 
As  recently  as  the  1950s  a  character  called  Frank  the  Frame 
Burner  drove  his  horse  and  cart  around  London  collecting  cast- 
off  19th-century  gilt  frames  to  melt  down.  Even  so  eminent  a 
dealer  as  The  Fine  Art  Society  has  its  former  "Old  Gold  Room" 
-here  decades  of  gilt  frames  awaited  their  doom. 

The  older  frames  that  survived  these  perils  have  now  con- 
siderably appreciated.  The  least  expensive  period  frame  offered 
by  Eli  Wilner  &  Company  during  a  recent  visit  was  a  drab 
little  (4'x  5")  19th-century  black  rectangle  suitable,  perhaps,  for 
framing  a  pinned  beetle,  at  $1,500.  Still,  it  was  on  store  giveaway 
compared  to  the  operatic  3'x  4',  $275,000  Hermann  Dudley 
Murphy,  or  even  a  similarh  ,   ,500  gilded  and  ornamented 

American  item  from  1840.  A.1  Bonhams,  better  18th-  and 
19th-century  frames  can  sell  u  !,ooot  .1 0,000,  and  English 
frames  are  rapidly  catching  1  p  in  price  >.  ,h  the  traditionally 
pricier  Continental  versions.  \  T  .ouis  XI  -era  French  frame 
holds  Bonhams'  house  record         %ooo    >r  $40,000.  (The 


apparent  all-time  record  was  for  a  carved  amber  mirror  frame 
from  late-iyth-century  Danzig  that  sold  for  $947,000  al 
Sotheby's  in  the  depths  of  the  1991  recession.) 

Bargains  are  getting  harder  to  scrounge  up.  "There  are 
no  obvious  neglected  areas  in  picture  frames  any  longer, 
says  Simon  Edsor,  a  director  of  The  Fine  Art  Society.  "Thi 
majority  of  those  Fd  describe  as  inexpensive  are  inexpensive  foi 
good  reason:  They're  not  very  nice." 

So  what  is  nice  in  an  antique  frame?  According  to  Edsor 
being  old  is  a  big  plus,  but  it's  best  to  be  old  from  certain  periods 
notably  the  18th-century  French.  "That's  largely  because  those 
frames  work  with  such  a  wide  variety  of  pictures,  i8th-centur) 
right  through  the  Impressionists  and  even  certain  modern 
figurative  paintings.  They  have  a  separate  class  act  about  them. 
Beyond  that,  the  condition  of  the  frame  is  a  huge  deter 
minant:  Has  it  been  cut  down?  Refinished  or  regilded?  It 
Europe,  the  market  has  generally  preferred  hand-carved  frame:lf 
to  those  common  in  England  and  America  in  the  19th  century 
which  were  adorned  with  molded  and  applied  ornament  mad( 
from  "compo,"  a  plasterlike  composition  material.  In  the  U.S. 
where  the  19th-century  (and  turn-of-the-20th)  dominates  tho 
high-end  market,  pieces  that  are  signed  by  certain  makers  o: 
artists  typically  command  the  top  prices. 

Now,  20  years  down  the  road,  seer  Eli  Wilner  has  begui 
collecting  American  frames  up  to  the  1950s.  "They  are  stil 
underappreciated,"  he  explains.  "People  still  have  not  lookec 
through  their  attics  and  basements."  (Memo  to  self:  Send  thf 
man  some  Polaroids.) 

In  wistful  moments,  Wilner  laments  that  the  market  fo 
collecting  period  frames  purely  as  art  objects  in  and  of  them 
selves  has  never  built  up  the  head  of  steam  he  predicted.  Then 
are  such  collectors,  though.  Bonhams'  Montgomery  recenth 
visited  a  client  whose  living  room  wall  was  hung  with  six  empt; 
i6th-and  17th-century  Spanish  and  Italian  "tabernacle"  frames 
which  are  particularly  complex  and  architectural. 

Wilner's  client  Justine  Simoni  of  Pensacola,  Florida,  ha 
gone  far  beyond  that.  Though  she  declines  to  estimate  her  col 
lection's  value,  Simoni  will  confess  to  having  "about  200  frames 
nearly  all  of  them  empty,"  that  cover  the  walls,  and  in  som 
cases,  ceilings,  of  her  home.  "I  am  so  moved  by  frames  as  object 

of  beauty,"  she  says.  "I  have  a  con 
cern  that  they  will  be  cut  dowi 
and  pasted  back  together  to  sui 
the  temporary  needs  of  others  wh 
lack  any  feeling  for  them." 

The  fact  that  so  many  peopl 
these  days  have  developed  tha 
feeling  bodes  well  for  the  future 
And  if  it's  a  little  late  to  get  in  o 
the  ground  floor,  there  is  still  th 
satisfaction  of  being  on  one  c 
the  lower  stories,  the  mezzanin 
maybe.  Says  Wilner,  "The  col 
lecting  of  frames  is  still  in  its  in 
fancy,  and  that  is  cool."  • 


Get  the  Picture 

Some  notable  period-frame 
dealers:  Eli  Wilner  & 
Company,  (212)  744-6521, 
www.eliwilner.com,  and 
Julius  Lowy  Frame  and 
Restoring  Company,  (212) 
861-8585,  www.lowyon- 
line.com,  both  in  New 
York;  and  in  London,  The 
Fine  Art  Society,  (Oil) 
44-20-7629-5116,  www.the- 
fineartsociety.com.  For  a 
schedule  of  Bonhams' 
auctions:  (Oil)  44-20-7393- 
3900,  www.bonhams.com. 
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Have  you  ever  dreamed  of  a  place  where  each  day  is  better  than  the  one  before?  So  did 
we.  Which  is  why  we  created  Grand  Lido  Negri/,  one  of  the  world's  most  luxurious  Super- 
Inclusive  resorts.    Whether  your  idea  of  paradise  is  a  round  of  golf,  professional  tennis 
instruction,  a  sunset  cruise  on  a  classic  yacht,  massages  overlooking  the 
placid  L  anbbean,  2  I -hour  room  service  and  no  tipping  permitted,  a  stay 
at  Grand  Lido  Negri!  is  like  living  a  dream,  no  matter  how  many  times 
uou  pinch  yourself.  Grand  Lido  Negril  is  simply  the  best! 


or  more  information  on  Air-Inclusive  Designer  Vacations,  visit  us  at: 
or  call  your  travel  agent  or  1  -800-Go-Super  (467-8737). 


j  w 
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NIGHT  VISIONS:  The  Secret  Designs  of  Moths, 
by  Joseph  Scheer;  Prestel;  $45 


WHO  KNEW  THAT  MOTHS,  THOSE  INDOLENT  LIGHT- 
buib  junkies,  could  be  this  alluring?  Artist  and  print- 
maker  Joseph  Scheer  has  been  digitally  documenting 
the  moth  mystique  for  the  past  five  years,  ever  since  he 
acquired  a  fabulous  toy  called  a  Scitex  scanner.  Throw 
una  or  a  Polyphemus  on  the  glass  of  that  machine, 
out  come  shockingly  intimate  images  like  these,  so 
detailed  you  c  :  .  >  the  hairs  on  the  thorax.  Scheer's  new  book, 
to  be  published  in  October  features  150  of  his  amazing  scans,  in- 
cluding those  of  the  Bedstraw  Mawkmoth,  the  Great  Tiger  and  the 
lo.  Each  of  these  lookers,  by  the  way,  was  captured  near  a  friend's 
country  home  in  New  York  State,  where  Scheer  has  encountered 
about  1,000  species  since  the  project  began.  Remarkably,  they 
were  all  as  close  as  the  back  yard.— thomas  jackson 


IN  1820,  THE  LOUVRE  ART  MUSEUM'S  ANTIQUITIES  COLLEG 
was  in  a  sorry  state.  Napoleon  I  had  recently  been  defeated  f 
last  time,  and  most  of  the  choice  swag  he'd  looted  over  the  ye 
including  the  Vatican's  Belvedere  Apollo — had  been  returiT 
its  previous  owners.  The  English,  meanwhile,  were  collector! 
Greek  stuff  like  gangbusters,  having  just  pried  the  Elgin  m;j 
from  the  Parthenon  in  Athens.  So  when  a  farmer  named  Yorgc 
interred  the  gorgeous,  larger-than-life  Venus  de  Milo  on  the  A^ 
island  of  Melos,  France  perked  up.  Agents  of  Louis  XVIII  sna 
her  from  the  Ottomans  and  spirited  her  to  Paris,  where  shl 
promptly  dubbed  a  masterpiece  of  Greece's  Classical  age  (a 
450  to  350  B.C.,  and  the  only  period  worth  beans  in  the  mn 
19th-century  antiquities  experts).  No  matter  that  the  statue'  I 
ken  base  indicated  that  she'd  been  carved  at  least  a  century  ; 
Louvre  officials  simply  misplaced  that  piece  of  evidence.  Sue  I 
the  geopolitical  importance  of  ancient  art  at  the  time.  If  the '  i 
de  Milo  was  what  they  said  she  was,  France  would  be  linked 
the  glorious  achievement  of  Pericles'  Athens.  If  she  wasn'l 
statue  would  elicit  international  snickers,  and  boy  do  the  F  ■ 
hate  that.  Which  helps  to  explain  why  for  the  next  80  years, 
cession  of  mostly  French  and  German  scholars  bickered  ov  ) 
age,  her  identity,  her  comeliness  (or  lack  thereof),  the  positi 
her  lost  arms  and  sundry  other  niggling  archaeological  dd 
Those  scholarly  smack-downs  are  the  focus  of  this  new  be  I 
longtime  Texas  Monthly  editor  Gregory  Curtis,  and  in  hi:  < 
hands,  they  make  for  gripping  reading.  Hi 
assembles  each  argument,  some  of  whicf  <■ 
made  almost  200  years  ago,  with  the  c  ^ 
urgency  of  a  contemporary  critic.  And  i<! 
he's  cleared  the  marble  dust  he  takes  hi  <4 
crack  at  telling  the  Venus's  story.  The  F  Ml 
might  not  approve  of  his  conclusions,  t  II 
matter  what  her  pedigree,  the  old  girl's  t  J| 
remains  unmatched.— TJ 
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,  by  Joseph  Epstein;  Oxford;  $18 


') 


^^  THE  LEAST  ENVIABLE  OF  THE  SEVEN  DEADLY 
£^3  sins,  envy  lacks  the  earning  potential  of  greed, 
the  sex  appeal  of  lust  and  the  bettered  blood 
pressure  of  sloth.  Unlike  the  angry  or  the  pride- 
ful,  the  envious  only  make  themselves  miserable, 
and  unlike  those  burdened  by  gluttony,  they 
never  get  any  pity.  So  it's  easy  to  see  why  envy 
should  be — as  Joseph  Epstein  claims  in  the  first 
:w  series  on  the  seven  deadlies — "for  the  most  part  a  secret 
/Vith  the  keen  wit  he  most  recently  applied  to  snobbery, 
n  sets  out  to  betray  the  confidentiality  agreement  tacitly 
between  envy  and  just  about  everybody.  "The  envious  tend 
injustice  collectors,"  he  writes,  and  then  proceeds  to  elab- 
on  some  of  their  areas  of  specialty.  Beauty  is  one,  youth 
=r,  and  there  are  those  who  will  gamble  away  everything  just 
:ivate  their  envy  of  money  or,  as  likely,  luck.  Yet  talent  is  the 
in  which  envy  crosses  from  amateur  to  professional.  "I 
seen  around  immensely  successful  novelists  who  couldn't 
the  success  of  other,  even  much  lesser  novelists,"  Epstein 
res.  Yet,  he  continues,  "it  is  difficult  to  be  ambitious  without 
eing  envious,"  and  he's  right.  Requiring  no  external  impetus, 


envy  is  a  motivational  perpetual-motion  machine.  In  fact,  while 
Epstein  pays  lip  service  to  its  evil — he  calls  envy  "poor  mental 
hygiene" — we'd  be  more  honest  to  accept  a  less  kosher  conclusion: 
Greed  may  be  good  and  gluttony  delicious,  but  envy,  so  detested 
in  the  individual,  may  be  the  deadly  sin  most  essential  to  the 
progress,  even  the  survival,  of  our  civilization.—  jonathon  keats 

LAST  CAR  TO  ELYSIAN  FIELDS, 

by  James  Lee  Burke;  Simon  &  Schuster;  $25 

JAMES  LEE  BURKE'S  BROODING  CAJUN  COP, 
Dave  Robicheaux,  is  in  a  world  of  hurt.  His  wife  is 
dead,  his  ancestral  house  burned  down  and  his 
beloved  three-legged  raccoon,  Tripod,  farmed  out 
to  a  foster  home.  Those  who  have  followed  this 
richly  evocative  series  through  gems  like  A  Stained 
White  Radiance  and  Burning  Angel  will  feel 
Robicheaux's  pain — and  also  know  that  he's  going 
to  rain  it  all  over  some  bad  guys.  The  dark  gumbo  mix  this  time  out 
includes  a  loose-cannon  IRA  assassin,  the  moldering  secrets  of  a 
murdered  Delta  bluesman,  and  as  always,  the  New  Orleans  and 
south  Louisiana  landscapes,  which  Burke  conjures  up  as  looming, 
fate-filled  presences  in  themselves. — richard  nalley 


Last  Car  to 
Elysian  Fields 


» 


THE  WIND,  Warren  Zevon; 
Artemis;  $19 

)F  WARREN  ZEVON  MAY  FIND  IT  GRIMLY 
Driate  that  he's  dying  of  the  same 
r,  mesothelioma,  that  killed  his  hero, 
McQueen.  One  of  his  generation's 
iterate  and  macabre  lyricists,  Zevon 
ken  his  prognosis  and  turned  it  into 
rable  art  with  The  Wind.  If  anyone 
entitled  to  suddenly  turn  all  maudlin  on 
would  be  Zevon.  But  most  of  the 
find  the  singer-songwriter  in  the  same 
mischievous  mood  that  listeners 
le  accustomed  to  with  classics  like 
I  Kill  Ya,"  "I'll  Sleep  When  I'm  Dead" 
Vly  Ride's  Here"  (the  ride  in  question 
a  hearse).  Zevon's  legion  of  high- 
;  friends  and  admirers  pitched  in  on 
fort,  which  he  recorded  last  fall  and 
',  postdiagnosis,  before  becoming  too 
to  work.  The  album's  opening  track, 
irty  Life  &  Times,"  featuring  Ry  Cooder 
itar,  recalls  vintage  Zevon:  "One 
came  to  a  fork  in  the  road/Folks,  I  just 
n't  go  where  I  was  told/Now  they'll 
ne  down  and  hang  me  for  my  crimes/ 
I  about  my  dirty  life  and  times."  The 
i's  standout,  "Prison  Grove,"  features 


the  voices  of  Jackson  Browne, 
Bruce  Springsteen  and 
T-Bone  Burnett.  The  final  song 
begins  like  this:  "Shadows 
are  falling  and  I'm  running  out 
of  breath/Keep  me  in  your 
heart  for  awhile."  If  the  tears 
well  up,  well,  Wacren  Zevon 
would  probably  forgive  you, 
but  he'd  much  prefer  that  you 
simply  raise  your  glass  and 
toast  his  singular  storytelling. 

—LORRAINE  CADEMARTORI 

PRIVATE  ASTRONOMY:  A  Vision 
of  the  Music  of  Bix  Beiderbecke, 
Geoff  Muldaur's  Futuristic  Ensemble; 
Edge  Music;  $17 

BIX  BEIDERBECKE  HAD  TWO 
musical  personalities. 
A  lyrical  cornetist 
with  a  bell-like  tone, 
Beiderbecke  played  the 
optimistic,  cheeky 
big-band,  music  of  the  Roaring  '20s.  But  he 
was  also  a  closet  composer  of  "serious 
music."  In  this  quirky  but  amiable  recording, 
arranger/singer  Geoff  Muldaur  revisits  both 


fe- 


ZEVO 


sides  of  Beiderbecke.  Half  the  tracks  are 
perky  tunes  of  the  period  with  silly  lyrics 
and  short  horn  solos.  A  foundation  of 
strummed  rhythm  guitar  and  oompah  tuba 
keeps  everything  chugging  along  pleasantly 
in  that  flat-footed,  not-quite-swinging  time 
feel  of  the  '20s.  But  Muldaur  also  explores 
five  little-known  pieces  that  Beiderbecke 
wrote  for  solo  piano.  These  instrumental 
tracks — arranged  for  a  chamber  orchestra 
built  around  a  core  of  violin,  clarinet,  alto 
sax,  cornet,  trombone  and  baritone  sax — 
provide  the  musical  meat  of  this  recording. 
Some  passages  are  choralelike,  full  of  intro- 
spection and  emotion.  What's  more,  these 
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■  M>ii ..liiini  Magazine 


HOTEL 


HOLLOW 

A   MAGNIFICENT 

MOUNTAIN 

SKI    RESORT   HOTEL 

AND  THE   FINEST   FOOD 

AND  WINE   DESTINATION 

IN   THE   CATSKILLS. 

•  Just  across  from  the  slopes 
of  Hunter  mountain,  and 
minutes  from  Ski  Windham  and 
charming  Woodstock.  Close  to 
snowtubing,  cross-country 
skiing  and  other  winter  fun! 

•  custom  decorated  suites,  some 
with  balconies,  jacuzzis  & 
wood  burning  fireplaces 

•  The  Grotto — a  warm, 
underground  cave-like  spa 
with  indoor  pool,  7 
waterfalls,  jacuzzi/rom  an  spa 

•  the  prospect  restaurant 

5  time  winner  of  wine 
Spectator  Magazine's 
"Award  of  Excellence;" 
"Best  restaurant  2001 " 
Hudson  Valley  Magazine 
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•^lace  Suites  Balconies 
door  Pool  &  spa 
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1  2442 
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518/263-421 
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pieces  were  shockingly  modern  for  their 
time,  drawing  on  Debussy's  harmonic 
impressionism  and  Stravinsky's 
dissonance.  My  one  quibble  is  that  the 
CD  mixes  the  two  styles,  which  is 
jarring.  "Bless  You!  Sister,"  a  camp 
novelty  number  with  amusing,  suggestive 
lyrics,  follows  the  chamber  group's 
interpretation  of  "Candlelights," 
the  last  of  Beiderbecke's  serious 
compositions,  written  shortly  before  his 
alcohol-hastened  death  at  age  28. 1 
suggest  you  reprogram  your  CD 
player  to  enter  Beiderbecke's  two  worlds 
one  at  a  time,  separating  the  hokey 
from  the  heartfelt.— michael  gold 

JUST  BECAUSE  I'M  A  WOMAN: 
Songs  of  Dolly  Parton; 
Vanguard;  $19 
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HER  FAME  AS  A 
singer  and  a  sex 
symbol  notwith- 
standing, Dolly 
Parton  has  one  of 
the  strongest 
songwriting  catalogs  in  country  music. 
On  this  lovely  new  tribute  album, 
to  be  released  in  October,  singers  from 
Emmylou  Harris  to  Sinead  O'Connor 
perform  reverent  covers  of  12  Parton 
classics.  Alison  Krauss  recasts  "9  to 
5"  as  a  jaunty  ragtime,  while  Norah 
Jones  renders  "The  Grass  Is  Blue"  from 
Parton's  1999  Grammy-winning  blue- 
grass  album  of  the  same  name.  Like 
any  tribute  record,  this  one  comes  with 
an  occasional  dud  (Melissa  Etheridge's 
leaden  "Will  Always  Love  You"),  but  it 


also  offers  a  high  quotient  of  pleasant 
surprises,  most  notably  Shania  Twain 
moving  "Coat  of  Many  Colors."  Best  o 
all,  Dolly  herself  sings  a  new  version 
the  title  track,  which  she  first  recorde 
35  years  ago,  and  she  sounds  as 
sweet  as  ever.  —Matthew  reed  bake 

BACH  CANTATAS,  BWV  82  AND 
199,  Lorraine  Hunt  Lieberson, 
mezzo-soprano;  Craig  Smith, 
conductor;  Orchestra  of 
Emmanuel  Music;  Nonesuch;  $17 


THE  ORCHESTRA 
of  Emmanuel 
Music  has  been 
playing  J.  S. 
Bach's  cantatas 
during  Sunday 
services  at  Emmanuel  Church  in 
Boston,  Massachusetts,  since  the 
1970s.  It  even  performs  them  on  the 
exact  days  in  the  liturgical  calendar  f 
which  Bach  composed  them.  In  other 
words,  these  are  the  go-to  guys  for  thi 
300-odd  surviving  cantatas.  On  this 
just-released  CD,  they  perform  numbe 
82  and  199  with  the  husky-voiced 
young  mezzo-soprano  Lorraine  Hunt 
Lieberson.  Particularly  outstanding  is 
"Schlummerteiri"  ("Now  Slumber"), 
a  piece  not  recommended  for  driving 
By  the  time  Lieberson  has  finished 
spiraling  through  its  tender  melody 
you'll  realize  that  you've  dropped 
whatever  you  were  doing  just  to  listen 
As  for  the  congregants  of  Emmanuel 
Church,  it's  hard  not  to  envy  them.  Thi 
must  rarely  miss  a  weekly  service. 
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THE  OFFICE,  The 

Complete  First  Series; 
BBC  Video;  $30 


HOW  MANY  TV  SHOWS 
have  ever  made  you  laugh 
out  loud,  wince  and  feel  a 
creeping,  existential  anxiety 
at  the  same  time?  This 
British  fake  documentary  series, 
a  kind  of  Glengarry  Glen  Ross  meets 
Best  in  Show,  takes  us  inside  one 
of  the  most  mundane  business 
environments  imaginable — a  drab, 
industrial  park  paper  manufacturer 
where  "life  is  stationery" — and 
presents  six  rich,  30-minute  epics  in 


miniature.  The  show  was  a  sensatio 
in  the  U.K.,  where  co-creator  and 
star  Ricky  Gervais's  pitch-perfect 
character  David  Brent  has  become 
byword  for  a  duplicitous  boss  who 
views  his  every  action  through  a  ler 
of  fond  self-rapture  and  can't  imagii 
everyone  else  isn't  similarly  smittet 
The  release  of  this 
first  season  CD 
set  is  timed  for  th 
October  premiere 
season  two  on  BB 
America — and  not 
coincidentally  for 
National  Boss  Day 
on  October  16.— F 


Where  business  and 
adventure  meet. 


From  flying  MiGs  to  the  edge  of  space,  to 
climbing  Mt.  Everest,  to  racing  open-wheel 
cars,  to  swimming  at  the  North  Pole — in 
this  new  book  Forbes  writer  Jim  Clash 
details  his  own  risky  exploits  and  exotic 
adventures  and  those  of  high-profile 
corporate  leaders  and  millionaires,  and  links 
the  life  and  business  lessons  learned  along 
the  way. 

"What  permeates  this  book  is  a  spirit  to 
push  the  envelope  by  the  author  and  the 
businessmen  he  profiles." 
—Buzz  Alhrin.  Apollo  1 1  astronaut  and 
second  man  on  the  moon 


"Jim  Clash  not  only  has  the  guts  to  drive  an 
Indy  race  car  at  200  m.p.h.,  but  the  skills  as  a 
writer  to  let  us  know  what  it  feels  like." 
— Mario  ANDR£TTI,  Indy  500  winner  and 
Formula  One  World  Driving  Champion 

"A  must-read  for  anyone  who  loves  adventure, 
history — and  the  business  behind  it." 
— Kitty  Pilgrim,  CNN  correspondent 

"Great  challenges  often  inspire  people  to 
exceed  their  own  perceived  limits.  Jim  Clash 
has  given  us  a  wonderful  collection  of  such 
challenges,  revealing  the  miracle  of  the 
human  spirit." 

— Lawrence  Huntington,  mountaineer 
and  former  chairman,  Fiduciary  Trust 
International 


"Chronicles  some  of  the  great  adventures  and 
adventurers  of  modern  time... in  a  way  that 
rings  true." 

—Tommy  Moe,  1 994  Olympic 
Downhill  Ski  Champion 
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Forbes 


PUSHING  YOURSELF  TO  THE  EDGE- 
IN  ADVENTURE  AND  IN  BUSINESS 


Available  at  bookstores  everywhere. 


WILEY 

Now  you  know. 

wiley.com 


fyi 

Batalog  Bonnection 

To  request  a  catalog  featured  in  the  Catalog  Connection,  contact  the  advertiser  directly  by  phone,  visit  their  website, 
or  circle  their  number  on  the  Forbes  FYI  Advertiser  Information  Page. 


: 


SAVE  35-70°/ 

on  Famous  Name  Brands 


.SIERRA 


Traditions 


For 
Men 


Order  a  FREE  Catalog 

800-713-4534 

Shop  On  Line 

SierraTradingPost.com 

Key  Code  FY0903 


Where  .3  knowledge 

gurus  found  their  books 

for  50  years  ?? 

Brown  Book  Shop 

Technical  Codes,  Standards, 
S      ^cations,  Maps,  MORE 

.-".-■ial  Orders  Welcome 


1! 


^an  Jacinto 


Houston    3xas  77U02 
www.brownbookshop.com 
713-652-3 

800-423- 

fax  800-333- 


^etfasfa'^Mn 


Framed  Art  Reproductions  on  Canv; 

Animals,  Floral,  Historic, 

Hunting,  Impressionist, 

Landscape,  Nautical,  Portrait, 

Primitive,  Religious,  Seascape, 

Still  Life  and  Western. 

90  Frames. 

FREE  CATALOG 

Please  call 
1-800-222-6827,  Dept  1754 

Visit  our  web  site  at 
www.masterscollection.com 

P.O.  Box  D-1754  Somersville,  CT  06072 


Over  1000  Aviation  Images 


Archival   Quality   Photo   Prints 
at  Affordable   Prices 

www.planepix.com  •  775.219.6270 


» 


Ultimate  Workqjfll 

Swim,  Walk,  or  Run 

With  Ferno  Performance  [ 
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specifications  to  finance  &  computers.  We  ship  worldwide. 
Visit  www.brownbookshop.com 

3.  Ferno 

Offering  a  variety  of  pools  configurations  &  accessories  to  make  the 
most  of  your  pool.  Ferno  has  available  an  underwater  treadmill,  water- 
take,  resistance  jets.  Call  800-206-7802  or  visit 
www.fernoperformancepools.com 

4.  Masters'  Collection 

The  Masters  Collection,  Framed  art  reproductions  on  canvas.Anirrrals, 
Floral,  Historic,  Hunting,  Impressionist,  Landscape,  Nautical,  Portrait, 
Primitive,  Religious,  Seascape,  Still  Life  &  Western.  90  frames. 
FREE  CATALOG  800-222-6827  Dept  1753 
or  visit  www.masterscollection.com 

5.  Planepix.com 

Over  1000  aviation  photographs,  framed  or  unframed,  spanning  the 
entire  century  or  flight  -  from  the  Wright  Brothers  to  supersonic  jets. 
Visit  www.planepix.com 


6.  Sierra  Trading  Post 

Sierra  Trading  Post  brings  you  traditions  for  men,  featuring  the  most 
distinguished  brands  from  around  the  world  at  savings  of  35-70%  off. 
Call  for  a  free  catalog.  Call  800-378-8946  or 
visit  www.sierratradingpost.com  Mention  key  code:  FY0503 

Dining/Restaurant 

7.  Fleming's  Prime  Steakhouse  &  Wine  Bar 

Fleming's  Prime  Steakhouse  &  Wine  Bar  offers  the  best  in  steakhouse 
dining  --prime  steaks,  chops,  fresh  grilled  fish  and  chicken  -  with  a 
unique  and  notable  wine  list  featuring  100  fine  wines  by  the  glass. 
Visit  www.flemingssteakhouse.com 

Jewelry/Watches 

8.  David  Yurman 

Established  in  1979,  David  Yurman  is  internationally  recognized  today 
as  America's  leading  fine  jewelry  and  timepiece  brand.  Available  at 
David  Yurman  flagship  boutiques  on  Madison  Avenue,  South  Coast 
Plaza  and  at  over  400  retail  locations.  Visit  www.davidyurman.com 

9.  Franck  Muller  Geneve 

Franck  Muller  Geneve  established  in  1992  is  a  company,  which  spe- 
cializes in  crafting  some  of  the  most  exclusive  watches  in  the  world. 
Our  timepieces  range  from  platinum  works  of  technical  perfections  to 
18-karat  gold  and  steel  works  of  art.  Visit  www.franckmullerusa.com 

10.  Jorg  Hysek 

Call  1-800-358-9212  orvisitwww.jorghysek.com 

11.  Roger  Dubuis 
Call  1-570-970-8888 

Restaurants 

12.  Ruth's  Chris  Steak  House 

Ruth's  Chris  Steak  House  is  the  largest  upscale  steak  house  in  the 
world,  with  more  than  85  locations  worldwide.  Call  800-544-0808  or 
visit  www.ruthschris.com 

Retail 

13.  General  Cigar 

Macanudo  and  Partagas  Cigars. 
Visit  www.cigarworld.com 

Travel 

14.  New  Zealand 

Discover  New  Zealand's  unspoiled  natural  wonders,  Maori  culture  and 
urban  sophistication.  For  information,  call  866-639-9325  or  visit 
www.newzealand.com 
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Our  attentive  staff  is  trained  to  catch  bags,  and  jaws,  before  either  hits  the  floor. 


'Weekend  rates  from  s220 
including  breakfast  for  two  and  parking 


An  American  Landmark  Since  1895 
101  W.  Franklin  St.,  Richmond,  VA  ~  866-247-2276  ~  www.jeffersonhotel.com 


0  Based  on  availability 


CREDITS  I 

"Lights!  Camera!  Action!"pages  62-69: 

A.  TESTONI:  A.  Testoni,  New  York, 
Beverly  Hills  and  Honolulu,  (877) 
"Si  ON"?,  www.testoniusa.com 

BETH  FRANK:  Beth  Frank,  Los 
Angeles,  (323)  931-8257,  www.- 
bethfrank.com;  Ron  Herman  at 
Fred  Segal,  Los  Angeles;  and 
select  Barneys  New  York  stores 

BOTTEGA  VENETA:  Bottega  Veneta, 
(877)  362-1715 

•  ''NO  MAGLI:  Bruno  Magli,  (800) 
LI    12,  www.brunomagh.com 

BUi  Igari,  New  York,  Miami, 

Bevti  b  I  San  Francisco, 

(800)  BL:  •ww.bulgari.com 

CALVIN  KLEIN:  New 

York  and  Dallas, 
Bergdorf  Goodmu' 
swearer  also  at  Scocp, 


CANALI:  Canali,  Coral  Gables,  FL, 

www.canali.it;  and  select 
Bloomingdale's  stores 

CARTIER:  all  Cartier  boutiques, 
(800)  CARTIER,  www.cartier.com 

CHANEL:  suit  at  Chanel,  New  York 
and  Beverly  Hills,  (800)  550-0005; 
belt  at  select  Bloomingdale's  stores 

CHAPAL:  Peter  Elliot,  New  York, 

(212)  570-2300 

DAVID  YURMAN:  David  Yurman,  New 
York  and  Costa  Mesa,  CA,  (888) 
DYURMAN,  www.davidyurman.com; 
and  select  Neiman  Marcus  and  Saks 
Fifth  Avenue  stores 

DUNHILL:  Dunhill,  (800)  776-4053 

GUCCI:  select  Gucci  stores, 
(800)  234-8224 

HERMES:  Hermes  stores, 

(800)  441-4488,  www.hermes.com 


J.M.  WESTON:  J.M.  Weston, 
New  York,  (877)  4-WESTON 

KATA:  www.kataeyewear.com,  and 
at  Studio  Optix,  New  York; 
Georgetown  Opticians,  Washington, 
DC;  and  Invision  Optometry, 
San  Francisco 

LOLA:  Bergdorf  Goodman,  New  York 

LOUIS  VUITTON:  select  Louis  Vuitton 
stores,  (866)  VUITTON,  www.vuit- 
ton.com 

MISSONI:  Missoni,  New  York,  (212) 
57-9339 

NATORI:  select  Saks  Fifth  Avenue 
stores,  (866)  290-9027 

RALPH  LAUREN  PURPLE  LABEL: 

Ralph  Lauren,  New  York,  Chicago 
and  Beverly  Hills;  jacket  also 
at  Ralph  Lauren,  Dallas;  pants  and 
scarf  also  at  Ralph  Lauren,  East 


Hampton,  New  York;  (888)  475-7 
www.Runway.Polo.com 

ROBERT  MARC:  Robert  Marc,  Ne\ 
York  and  Boston,  www.robertmarc 

SALVATORE  FERRAGAMO:  select 
Salvatore  Ferragamo  boutiques,  ( 
628-8916,  www.ferragamo.com 

TAG  HEUER:  TAG  Heuer,  New  Y< 
(866)  845-SHOP 

VALENTINO:  select  Valentino  boul 

VAN  CLEEF  &  ARPELS:  Van  Cleef  < 
Arpels,  New  York,  Bal  Harbour, 
Beverly  Hills,  Palm  Beach,  and  ! 
Coast  Plaza,  CA,  (800)  VCA-57C 

VGRANTHAM:  Niccolo  Showroon, 

New  York,  (212)  465-8575; 

and  select  Bloomingdale's  stores 

WOLFORD:  (800)  WOLFORD, 
www.wolford.com;  and  select  Ne 
Marcus  and  Saks  Fifth  Avenue  s' 


"History  Repeats  Itself  pag  ip  ,v  and  illustrations,  row  1,  from  left:  Brown  Brothers,  Daniel  Knight,  Globe  Photos,  Daniel  Knight,  Brown  Brother 

Krist/CORBIS;  row  2,  from  left:  Da  \     ,  ,y,  Brothers,  Daniel  Knight,  Brown  Brothers,  Daniel  Knight,  Brown  Brothers;  row  3,  from  left:  Globe  Photos,  Daniel  K 

IPOL  Inc./Globe  Photos,  Daniel  K,  Daniel  Knight;  row  4,  from  left:  Daniel  Knight,  Brown  Brothers,  Daniel  Knight,  CORBIS,  Daniel  Knight, 

Brothers;  row  5,  from  left:  Globe  Photos  !  | ,  Brown  Brothers,  Daniel  Knight,  Brown  Brothers,  Daniel  Knight;  row  6,  from  left:  Brown  Brothers,  Brown  Brothers, 

Knight,  Brown  Brothers,  Daniel  Knight,  1)„        M,  Page  78:  Photographs  and  illustrations.yrom  left:  Brown  Brothers,  Brown  Brothers,  Daniel  Knight,  Brown  Brothers, 

Knight,  Bcrtmann/CORBIS.  Page  79:  Photograph  ,    ,,ls,  c/ociwise from  top  left:  Brown  Brothers,  Daniel  Knight,  Brown  Brothers,  Globe  Photos,  Daniel  Knight, 

Brothers,  Daniel  Knight.  Page  80:  Photographs  an  from  left:  Brown  Brothers,  Daniel  Knight,  Globe  Photos,  Daniel  Knight,  Brown  Brothers,  IPOL  Inc./Globe 
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ROGER  DUBUIS 
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GoldenSquare 


Hand-assembled  movement.   Limited  production  of  28  pieces.  The  Geneva  Seal. 

For  further  information  on  this  and  other  watches  in  our  collection,  please  contact: 

ROGER  DUBUIS  (570)  970  8888  •  MEXICO  (52-55)  52814122 
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School  Calendai 


SEPT.  8:  Back-to-School  Night 

Summer's  over — deal  with  it.  Come  meet  the  homeroom 
teachers  who  will  be  assigning  your  child  so  much  homework 
you  won't  be  accepting  any  social  engagements  until  June. 
SEPT.  9-10:  Teacher  Conferences.  No  school. 

Meet  with  individual  teachers  to  discuss  your  child's  progress. 
SEPT.  17:  Parent  Sign-Up  for  School  Play 

Parent  volunteers  are  needed  for  set-building,  lighting, 
sound-wiring,  makeup  and  contract  negotiations  for  this  year's 
ambitious  production  of  "Seventy  Brides  for  Seventy  Brothers." 
SEPT.  20-21:  Book  Fair 

A  great  opportunity  to  purchase  copies  of  books  you  already 
ever  read. 
t>ti  i.  Zl  .'?  v):  Developmental  Lecture:  "Who  Moved  My 

Martini?" 

Behavioral  psychologist  Sally  Dubelman,  Ph.D.,  discusses 
why  today's  parents  feel  "time-challenged." 
SEPT.  28  (Sunday,  5-7  p.m.):  Concert 

All  students  and  their  parents  are  invited  to  come  hear  the 
second  grade's  rendition  of  Mussorgsky's  "Night  on  Bald 

intain." 
OCT.  7  (7-9  p.m.):  Parent  Sign-Up  for  Telethon 

Parent  volunteers  arc  needed  to  man  the  phones  for  this  com- 
ing weckci.      rundraising  telethon.  Donuts  and  antidepressants 
will  be  sci 
OCT.  IS:  Pare 

No  events  an 
OCT.  18-18:  Annua 

This  year's  activil 
and  a  hypothermia  derm 
Carson.  Note:  Buses  depart  pj 
per  spray  in  case  of  another  be 
OCT.  20  (6-9  p.m.):  I  [alloween  De  ight 

OCT.  21  (6-10  p.m.):  I  [alloween  Costum  ing  Night 
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d  Camp-Out 
appelling,  spider  identification 
on  by  science  teacher  Mr. 
lyal  5  a.m.  Don't  forget  pep- 
ode! 


' 


OCT.  29  (7  p.m.):  Safety  Lecture:  "Trick-or-Treating  in  the  Pc" 

9/11  Era" 

OCT.  31  (9  a.m.):  Halloween  Parade 

Parent  parade  marshals  will  assemble  at  7  a.m.  outside 
main  entrance. 

NOV.  I  (9  a.m.):  Post-Halloween  Debriefing 
NOV.  2-5:  Teacher  conferences.  No  school. 
NOV.  6:  DEADLINE  FOR  TUITION  PAYMENT  F( 
NEXT  TERM 
NOV.  7  (7-9  p.m.):  Lecture:  "Getting  the  Best  Price  for  Yd 
Jewelry  and  Other  Heirlooms" 

Certified  Financial  Planner  Jerome  Wilks  discusses  how j 
can  turn  Mother's  old  wedding  ring  into  next  term's  tuition. 
DEC.  I  (7-9  p.m.):  Back-to-School  Night 

A  chance  to  share  with  other  parents  your  personal  Than 
giving  traffic  and  family  reunion  horror  stories. 
DEC.  2:  School  Play  Sound  Check 
DEC.  3:  School  Play  Lighting  Check 

DEC.  4:  Lecture:  "Seventy  Nervous  Breakdowns  for  Seve 
Parents" 

Psychologist  Anita  Kumpala,  Ph.D.,  discusses  how  to  c< 
with  being  the  parent  of  a  child  involved  with  the  school  pla; 
DEC.  5  (Friday,  6-10  p.m.):  Holiday  Decoration  Night 

Parent  volunteers  needed  to  help  turn  the  gym  infc 
re-creation  of  the  Middle  East. 
DEC.  10  (7  p.m.):  Holiday  Concert 

Join  music  teacher  Ms.  Schwartz  and  the  eighth  grade  cho 
in  a  night  of  holiday  songs  from  which  all  religious  referen 
have  been  expunged. 
DEC.  13  (Saturday,  10  a.m.-2  p.m.):  Hobday  Exam  Prep 

Parent  volunteers  needed  to  help  conduct  study-hall  wo 
shops  in  Algebra,  Irregular  French  Verbs  and  the  Sumer 
Calendar  System.  Refreshments  and  Ritalin  will  be  served. 
DEC.  21- Jan.  8:  Teacher  Conferences.  No  school.  • 
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The  right  software  can  transform 

your  infrastructure  into 

an  on-demand  environment. 


What's  the  best  way  to  survive  any  business  crisis?  Avoid  it  altogether.  That's  why 
we  created  management  software  that  lets  your  business  be  more  responsive 
than  ever  before.  Our  software  lets  you  align  your  IT  to  fit  your  business  needs. 
In  the  era  of  utility  computing,  it's  more  important  than  ever  to  have  software 
that  seamlessly  integrates,  allowing  your 
existing  resources  to  perform  to  their  fullest 
potential.  So  you  can  succeed  like  you  never 
dreamed.  To  find  out  more  about  transforming 
your  IT  environment  for  better  business  success, 
go  to  ca.com/management1 . 


Unicenter® 

Infrastructure  Management  Software 

BrightStor 
eTrust™ 

Security  Management  Software 

AIIFusion™ 

Life  Cycle  Management  Software 


Computer  Associates* 


)  2003  Computer  Associates  International,  Inc.  (CA).  All  rights  reserved. 
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Forbes  enjoys  clearer  vision  thanks  to  Samsung 
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Super-bright,  razor-sharp  19"  analog/digital  TFT/PVA  display   

Unique  dual-hinge  base  allows  up  to  90°  tilt  for  optimal  ergonomics 

1280  x  1024,  Xtrawide'"  1707170°  viewing  angle,  VESA*  wall-mountable  base 

World's  leading  manufacturer  of  TFT-LCD  displays 


■Visit  www.samsungu-.com 

©2003  Samsung  Electronics  America.  Inc.  Screen  images  are  simulated. 
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SyncMaster  192i 


That's  DigitAII  vision. 

1  j Yyf«V\  f\  C?    How  do  you  become  the  nation's  foremost  business  magazine?  With  unparalleled 
M?  VrJL  U\J»3  I  vision  and  absolute  clarity.  That's  why  Forbes  chose  to  utilize  displays  from  Samsung 
—  the  world's  leading  manufacturer  of  TFT-LCD  displays.  And  with  technology  like  the  new  SyncMaster 
192T,  the  tradition  of  excellence  continues  with  the  truest  color  reproduction,  sharpest  imaging  and  smartest 
overall  investment.  Together  with  Samsung,  there's  an  even  brighter  future  for  publishing  and  beyond. 

Add  vision.  Add  possibility.  Add  Samsung. 


_ 


1 

28243 

21229 

52244 

87123 

44188 

91606 

07106 

90212 

80274 

93302 

77054 

11040 

48180 

91786 

06106 

44113 

77031 

77306 

78759 

01889 

48243 

73110 

14231 

91791 

80041 

29410 

98109 

55343 

22204 

78208 

39296 

07630 

08846 

20816 

37932 

76104  f| 

70122 

78223 

23249 

73163 

33141 

18914 

79935 

32801 

43652 

29648 

33304 

92177 

14264 

85065 

36104 

06610 

61613. 

84120 

63147 

36114 

77091 

91319 

52407 

19014 

17699 

78719 

•48017 

28219 

19607 

14519 

94103 

84112 

07307 

85708 

90099 

43235  I 

90249 

10583 

84104 

19601 

18040 

44311 

79404 

40282 

68517 

79452 

33484 

95125 

19398 

66203 

36057 

20723 

43203 

60456 

98406 

55435 

28804 

27606 

36633 

06142 

91614 

91361 

90398 

90031 

90013 

07104 

07450 

29483 

22336 

27560 

43201 

07470 

30341 

37604 

94583 

90046 

67233 

50301 

94603 

36106 

07702 

43619 

91942 

90095 

*  32707 

28806 

80299 

10043 

20722 

20522 

07739 

91214 

91767 

75044 

95127 

01615 

94133 

12250 

24203 

25358 

77710 

30042 

33238 

95009 

61821 

23663 

71033 

32308   I 

11213 

78787 

10802 

33318 

74133 

08601 

75220 

20073 

32822 

21237 

27709 

08031 

17602 

02145 

06067 

29642 

32804 

95829   1 

■ 

32301 

85268 

40524 

29406 

10962 

25301 

91778 

89121 

29698 

73134 

85001 

91402 

14616 

50325 

24153 

22156 

07007 

34235 

: 

60301 

28244 

20566 

33443 

32302 

28290 

49512 

32606 

21289 

15140 

84004 

15277 

83716 

72210 

48152 

23278 

04116 

91409   1 

I 

49415 

78716 

77082 

90082 

08865 

19013 

39207 

08882 

54602 

85077 

34232 

34276 

74170 

40292 

26105 

93111 

06141 

45415     1 

27410 

85227 

94137 

11211 

92551 

80014 

50334 

49401 

22009 

06533 

98134 

06154 

25713 

80290 

19033 

85716 

92859 

92412    if 

19006 

45252 

57197 

28282 

20006 

1 0551 

11435 

40291 

52233 

98199 

48398 

74193 

95148 

19194 

15218 

30023 

76021 

45418 

E 

06033 

38116 

75320 

32229 

44396 

30002 

12206 

10168 

60441 

84056 

94497 

44128 

01655 

98146 

20879 

98198 

39157 

10102 

83728 

72221 

78559 

44114 

43603 

02211 

79424 

32209 

20013 

19604 

3740? 

85709 

76092 

94089 

95135 

19066 

48331 

60008 

II 

40268 

20593 

32402 

77840 

34230 

98170 

20525 

44314 

19142 

98166 

76005 

70817 

98161 

92415 

22199 

02180 

75387 

90089 

45426 

85706 

92020 

33107 

98433 

44760 

32809 

77701 

19023 

17520 

08854 

76051 

60179 

60194 

02129 

65804 

66201 

07643 

: 

06511 

80322 

60682 

11378 

06913 

35898 

54136 

84106 

73179 

35615 

78778 

07662 

44194 

70802 

98112 

20192 

93303 
99216 

30082 
92646 

■ 

nri 

■  ■  1 

A    * 

1 

1 

■ 

[■■v  1 

■     ■ 

07738 

35234 

In 

o  r 

noi 

yiq 

r  \Aj 

nth 

Ai 

rnr 

\YY\C 

i  h 

I3C 

m^ 

>c\q 

k  Y\\ 

-1 

70810 

85054   I, 

1 

1 II 

c  1 

llcl 

Uc 

1  VV 

111  I 

Ml 

I  UL 

n  1  It 

-  1 

db 

Ilk 

jUc 

\J\ 

IL 

33462 

54303  0 

.j 

90262 

53284  J|5 

'          str 

on 

ge 

r  in 

th 

ese 

i  areas: 

40287 
72103 
10011 

24505 
77063   : 
14026 

11439 
07002 

78470 
94405 

30152 
46205 

07505 
46143 

29402 
32206 

27619 
08647 

; 

Zf 

24025 

94142 

20784 

35221 

25356 

27415 

20289 

93036   i|3 

33626 

75364 

27668 

24014 

75075 

29603 

12148 
60701 

18103   , 
20910   * 

' 

80251 

14580 

46223 

94519 

15203 

84037 

02919 

23704 

77429 

10467 

70629 

77237 

98027 

43667 

46808 

98422 

■ 

28410 

10032 

84135 

46225 

68544 

91946 

32608 

07660 

46741 

25726 

46748 

68509 

90009 

92155 

46274 

28230 

12288 

23463   \  i 

02118 

55124 

33624 

19188 

73130 

29260 

19187 

78768 

22227 

60634 

49516 

17121 

43604 

63110 

97216 

29404 

63021 

95626 

: 

46743 

48554 

20390 

43212 

91735 

10090 

20124 

95164 

44177 

91201 

55103 

75060 

54302 

46227 

91108 

18083 

80007 

31139   1 

11223 

99210 

34243 

92403 

23504 

37916 

91729 

07458 

78552 

66223 

33714 

85254 

20597 

99201 

14604 

19538 

01854 

44094   J 

15120 

60107 

11358 

43218 

37311 

60402 

93150 

23666 

17364 

92335 

85722 

94587 

10069 

55111 

35805 

02284 

15283 

93063 

32793 

90706 

64125 

20077 

44136 

75390 

64123 

80150 

46253 

02140 

01109 

80280 

15264 

48157 

70507 

34233 

67227 

10464   1 

77053 

45052 

30126 

37716 

30305 

03063 

90261 

13224 

46404 

37620 

32828 

33913 

91773 

33110 

61636 

11771 

84122 

34205 

45274 

32641 

01760 

19191 

64113 

92145 

21162 

33420 

07734 

49024 

20375 

91121 

95120 

15253 

02466 

84115 

53789 

38110 

33603 

92683 

43228 

20018 

73105 

90806 

07961 

38112 

53793 

01144 

78240 

44308 

93094 

97206 

74119 

80247 

06673 

91711 

73147 

60074 

20042 

91505 

84042 

78212 

35810 

33403 

90603 

28801 

60160 

08109 

46613 

80022 

14612 

74141 

11354 

94022  '! 

: 

30005 

25392 

30358 

29208 

60617 

21215 

20742 

01040 

33428 

02239 

31498 

19128 

74117 

79913 

32211 

68113 

29484 

61601    I 

93007 

48182 

48179 

08859 

43660 

11545 

80309 

44106 

11758 

63199 

70087 

07533 

60171 

20532 

07306 

20902 

83680 

90853    I  3 

60522 

92420 

11750 

48311 

22230 

98430 

51510 

77040 

92194 

94568 

07752 

92805 

49003 

08873 

19147 

43635 

54603 

43214  «  S 

30238 

49356 

19104 

80306 

90005 

12179 

32570 

63177 

85718 

10155 

01810 

48951 

27420 

21062 

80112 

11416 

30088 

49530  | 

1       02043 

48375 

11432 

60645 

60618 

33093 

78712 

94154 

19484 

30091 

94080 

68520 

37245 

28224 

99228 

08989 

93110 

84108 

60077 

70131 

07080 

48922 

19406 

68522 

11423 

90201 

11359 

35759 

35223 

85704 

15266 

20223 

19495 

46845 

93740 

24030   I 

35210 

02482 

46322 

94915 

07477 

20307 

44120 

90059 

32401 

45223 

91797 

60623 

22037 

92815 

40250 

22201 

32837 

70816 

92607 

33388 

90832 

32236 

77380 

78715 

23669 

84137 

27617 

64180 

08077 

11499 

53407 

31421 

92821 

08831 

90623 

53715 

30379 

11580 

30066 

92103 

54947 

33168 

44115 

94147 

92404 

30308 

10107 

80250 

48089 

60019 

28256 

01536 

33137 

90308  1 

40299 

20266 

90035 

33127 

19489 

43272 

89510 

60005 

06842 

92658 

54113 

95608 

20790 

33068 

63164 

35804 

22203 

49599 

15015 

14615 

14660 

20904 

40210 

78475 

55401 

10260 

11516 

11598 

30076 

11550 

48038 

94134 

19183 

60091 

11568 

45419  'l 

20193 

83642 

14120 

33445 

54301 

68105 

19181 

45479 

48107 

01108 

18505 

01129 

55438 

64190 

94930 

43265 

20099 

30301 

94188 

20306 

19640 

91125 

61630 

78767 

94096 

77459 

17581 

90023 

19403 

73127 

77506 

20370 

49357 

94976 

19093 

02468 

06062 

92023 

17504 

85073 

87120 

07524 

11101 

07045 

80310 

94521 

45342 

92021 

48220 

28791 

17057 

98054 

90306 

77077 

90815 

23512 

77347 

07601 

94067 

48030 

78472 

02120 

43260 

19477 

27417 

43240 

22151 

73150 

21264 

34264 

60661 

80252 

79993 

20189 

11542 

89101 

93031 

07704 

19510 

97007 

20204 

98682 

20500 

02451 

44315 

10119 

91749 

79994 

06143 

85070 

80031 

94618 

37204 

75235 

79413 

20599 

61610 

21031 

60597 

92552 

90032 

13208 

99215 

60048 

60128 

48324 

61640 

95813 

29292 

07069 

10580 

19437 

43085 

75205 

17405 

98105 

74110 

01604 

28758 

02912 

18923 

17356 

83706 

76017 

27708 

60654 

20852 

54915 

60626 

67230 

79704 

92604 

24501 

29485 

29319 

22240 

75396 

97217 

48151 

20164 

20774 

28731 

65817 

90045 

25772 

22109 

38139 

27658 

90001 

53404 

11430 

30309 

60015 

11375 

55409 

01772 

44129 

15236 

36117 

02340 

71120 

92864 

45262 

65898 

06615 

13082 

60567 

30043 

20892 

92161 

25712 

60566 

10158 

24502 

25336 

30740 

30368 

30095 

10131 

48234 

i 

01903 

85252 

48910 

38114 

20770 

02464 

43566 

49041 

33319 

50394 

18104 

60666 

50360 

06073 

37912 

38672 

92126 

84117 

i 

01199 

75225 

92866 

65806 

16565 

83709 

06495 

10024 

52240 

01945 

46802 

73118 

19101 

61555 

55119 

90734 

90002 

89439 

■ 

19172 

37923 

29385 

98082 

08903 

60694 

02379 

63124 

90058 

64106 

33480 

45416 

03103 

74187 

92336 

77844 

92408 

10163 

I 

90503 

94609 

94102 

07508 

97068 

11743 

84133 

85285 

95124 

37424 

07097 

12233 

19355 

61130 

06032 

98171 

19096 

68117 

48663 

53408 

02048 

33010 

76112 

77011 

01745 

20814 

75227 

28262 

92781 

01905 

15220 

19493 

92711 

70125 

80294 

73112 

43681 

90411 

20534 

44798 

43617 

53210 

29306 

60526 

32715 

01030 

06532 

73160 

46798 

48642 

95108 

06857 

15213 

20242 

20769 

44123 

80285 

48205 

92169 

37918 

48950 

75373 

30049 

41042 

73135 

63137 

33314 

94159 

02297 

44137 

30307 

49507 

28810 

95131 

74184 

11051 

20194 

84093 

43656 

21076 

85002 

30369 

53270 

78575 

46285 

39110 

52803 

12229 

76122 

53219   I 

83415 

70123 

91316 

91109 

33069 

44102 

60653 

21117 

60108 

38133 

18703 

60454 

31401 

93791 

68503 

45343 

60655 

90748   ! 

44198 

02132 

60480 

22334 

24201 

95836 

21206 

33062 

30349 

92637 

45409 

22314 

16546 

48901 

37240 

38105 

80907 

10034 

66219 

46819 

06518 

45248 

60513 

80614 

92056 

84603 

60120 

33419 

35762 

68109 

94301 

37617 

20703 

03064 

77720 

60613    I 

48708 

85015 

21090 

91126 

46295 

90304 

77066 

02190 

28408 

18098 

53177 

27604 

91325 

84128 

48341 

67214 

91761 

07110 

48397 

43606 

10124 

02212 

95117 

12204 

48956 

10081 

46255 

23320 

40297 

83725 

19152 

08855 

90078 

94978 

91502 

11102 

44703 

63167 

83703 

11243 

90888 

55486 

10701 

11530 

60047 

21046 

23602 

05404 

92618 

06030 

29217 

01519 

49550 

46738 

85033 

91902 

36107 

95652 

11417 

19095 

17126 

07112 

02215 

06914 

34270 

85027 

84127 

32610 

18001 

35021 

06082 

48336 

DHL  is  now  a  major  force  in  every  zip 

code 

in  America. 

1 

he  numbers  speak  for  themselves.  DHL,  the  number  one 

220  countries.  While  DHL  customers  gain  award-wii 

: 

press  company  in 

the  world,  has  joined  forces  with 

customer  service  all 

across  America. 

ne  Express 

one  of  America's  largest  air  and  ground 

Before,  we 

were  two  companies.  Today,  we're  a  i 

pa< 

ery  companies. 

new  force  in 

the  shipping 

industry  in  every 

zip 

're  a  powerful  new  shipping  choice  for  your 

in  the 

United  States.  For 

more 

information,  co 

busin                 :t  Airborne  customers  will  now  be  connected 

us  at  1-800-CALL-DHL  or  1-800-AIRBORNE,  or 

to  DHL's  exten 

itional  delivery  system  in  more  than 

www.dhlairborne.com 

H 

* 

7   3J919 

67210 

68137 

21241 

95353 

90008 

33064 

80259 

77205 

92402 

11413 

20201 

20221 

72216 

75006 

08807 

97077 

6   76127 

28274 

70141 

90721 

54911 

31106 

55406 

01101 

74186 

70801 

22312 

78788 

85225 

94041 

20098 

93030 

94925 

8   63157 

78785 

11702 

35211 

30035 

50336 

93750 

37414 

33176 

48144 

73149 

90740 

01719 

94612 

67207 

27613 

43209 

1    77842 

89557 

07799 

05495 

38018 

80915 

23518 

07514 

11209 

15139 

90039 

94119 

30343 

90804 

32825 

02771 

23225 

0   37686 

64124 

10286 

10457 

90077 

92154 

11756 

48908 

27499 

14240 

60638 

10018 

40208 

60534 

31415 

70814 

46561 

5   06926 

48007 

85053 

19122 

53288 

11053 

77253 

94577 

80217 

45344 

94130 

77254 

20391 

27676 

01128 

30366 

94620 

9   10151 

49501 

95008 

63122 

60612 

33146 

29240 

32201 

85020 

68505 

94028 

95670 

44124 

19144 

63074 

60516 

92803 

5   20190 

84136 

22181 

60086 

63113 

37217 

94538 

17402 

45210 

54919 

19019 

85287 

79905 

07030 

84150 

45230 

93002 

5   48606 

28202 

91745 

53405 

10804 

49017 

19301 

91701 

06881 

01910 

46242 

84124 

75287 

07082 

72737 

02139 

66213 

0   07657 

24037 

97015 

08083 

60678 

77067 

12227 

35816 

94109 

70128 

94808 

23229 

43610 

44142 

07008 

75207 

50335 

9   60201 

33112 

23651 

06146 

20413 

33161 

03111 

02863 

79410 

33097 

46816 

15127 

37242 

07644 

49525 

30085 

60188 

3    75248 

66210 

46401 

14301 

30329 

23503 

98168 

11555 

45305 

68175 

08812 

89433 

60055 

37701 

64185 

14203 

98145 

f8   77061 

48228 

53223 

91601 

63163 

78251 

60006 

08879 

33306 

70054 

63127 

37205 

19488 

07764 

10106 

33193 

31131 

2   77803 

92176 

91702 

60161 

43291 

74121 

32830 

08561 

35202 

13057 

30306 

64121 

80010 

26103 

06889 

06096 

28814 

»        11024 

27626 

75062 

39216 

55423 

60457 

97205 

55424 

02295 

85745 

08003 

19058 

53187 

30086 

16509 

98108 

35216 

7   60184 

33054 

67216 

78220 

80323 

16553 

91341 

08057 

28227 

68172 

40296 

53052 

90637 

11207 

44186 

33188 

57108 

19   60043 

91371 

87118 

41071 

11203 

45405 

02134 

23505 

83402 

26102 

28286 

11729 

02901 

10610 

92509 

28480 

90305 

A        43552 

27622 

85080 

46629 

07605 

28704 

11370 

10502 

33355 

77079 

84114 

63134 

10028 

75063 

95155 

79912 

60010 

M    92870 

94579 

60139 

20409 

29391 

75367 

46282 

60176 

72215 

21077 

44210 

06836 

63117 

79999 

91795 

08607 

92703 

>7   92316 

64192 

77088 

33675 

84123 

23274 

46268 

75067 

75037 

19007 

65808 

85701 

02207 

19424 

20238 

43271 

77056 

17   18184 

27610 

11225 

45245 

53228 

79937 

68507 

20055 

06028 

44306 

17043 

08646 

11805 

84412 

61102 

89074 

02474 

«   73008 

91333 

46601 

76103 

32127 

90660 

10012 

68572 

92140 

03105 

27513 

80013 

92623 

60602 

16550 

70809 

20715 

'0   92054 

14127 

22229 

19083 

10533 

46224 

95812 

53780 

68142 

21273 

74011 

11737 

06053 

92092 

91754 

64157 

90016 

15   91322 

74145 

27110 

70065 

01801 

17140 

10292 

52242 

60625 

65802 

33402 

11536 

92131 

28271 

48335 

75001 

68124 

>8   94952 

04038 

80265 

79406 

22215 

92557 

06070 

78769 

10019 

12203 

11697 

52408 

91915 

22244 

94627 

28502 

21234 

9   73108 

48288 

14205 

92856 

91042 

99205 

94531 

92149 

20380 

60641 

38113 

25361 

77726 

44149 

75094 

54956 

19125 

0   60068 

60467 

15226 

63108 

78786 

94596 

36116 

13089 

05446 

29228 

52807 

07023 

77007 

18073 

76040 

45227 

15208 

16   73184 

60426 

20219 

90036 

90278 

30318 

19426 

64130 

23284 

01748 

85740 

77050 

90502 

28253 

01133 

10459 

01580 

'  235 

62234 

06905 

55116 

90020 

64136 

45433 

70170 

11366 

07719 

20886 

99206 

92401 

93101 

18705 

80249 

84148 

•0650 

03302 

75048 

10603 

35080 

80224 

94302 

21224 

01532 

20027 

95352 

33556 

76007 

38188 

94622 

50391 

91401 

16   07733 

10989 

94129 

68130 

32223 

60175 

44262 

20020 

02155 

60636 

80909 

33625 

07631 

19503 

27435 

01862 

60675 

14   83711 

12309 

30033 

55347 

85747 

64147 

85201 

73148 

31197 

79902 

53701 

19612 

98023 

22320 

91722 

20002 

44309 

10   18003 

06436 

84415 

91615 

29250 

35222 

21055 

29229 

92101 

19070 

07495 

90260 

33239 

08554 

45208 

32812 

30156 

14   48105 

24034 

33015 

72231 

27480 

78204 

46308 

48342 

73140 

60663 

20414 

46038 

27495 

84171 

78209 

06167 

38167 

18   08723 

95814 

91118 

33174 

44712 

02148 

37235 

32829 

21279 

19004 

19177 

14621 

15056 

91104 

92883 

20318 

06853 

12    14607 

44132 

18577 

33151 

64160 

08603 

03102 

29413 

45235 

21274 

92175 

21284 

20239 

85034 

92655 

10079 

60619 

4   11043 

07661 

01546 

97239 

91306 

02462 

55122 

98144 

33074 

03811 

08816 

57103 

64120 

23282 

80004 

38152 

90810 

4   80219 

98116 

11793 

95159 

48209 

45034 

75380 

50329 

22032 

79973 

61604 

91748 

95118 

92313 

06699 

63099 

94085 

«   90670 

44108 

08645 

20024 

14225 

78780 

94949 

19429 

44191 

04074 

38147 

33606 

68010 

17087 

44701 

20580 

29230 

5    12304 

33444 

37669 

33025 

60803 

49456 

06161 

20874 

55428 

53786 

54140 

10153 

98026 

95134 

76012 

91945 

49002 

3517 

75082 

74183 

12202 

55458 

53209 

20539 

53788 

66250 

08880 

33916 

78760 

07980 

55345 

11235 

92117 

14627 

«    73111 

77268 

20029 

95351 

10986 

60697 

43571 

48334 

28288 

20410 

10029 

60305 

21285 

48141 

21287 

07077 

98102 

>7    11236 

31409 

19170 

40251 

60664 

40504 

48907 

20004 

94802 

20705 

52806 

22185 

20827 

44140 

77002 

70808 

60143 

1    14272 

20213 

48123 

90280 

40261 

43227 

75374 

07710 

32814 

11774 

95113 

44070 

10594 

35293 

90240 

85707 

07014 

14   24503 

07081 

97221 

19064 

22301 

92135 

33234 

92882 

61264 

30322 

28105 

75061 

54912 

19465 

92836 

23325 

73107 

15   37401 

60669 

12308 

02114 

75019 

06606 

10469 

10456 

29652 

72762 

63197 

37244 

06840 

95630 

19135 

84084 

12232 

F3   02119 

03034 

95825 

90232 

75381 

61655 

07763 

90071 

37249 

15136 

17003 

79980 

29605 

46777 

92706 

38125 

20059 

M   29405 

70803 

15046 

38101 

94107 

31150 

35220 

01940 

90732 

33155 

85284 

10550 

84014 

10976 

29304 

75354 

40555 

»   53267 

77379 

60510 

68506 

50327 

64108 

07309 

07762 

84105 

92124 

20037 

08875 

07703 

07021 

90047 

20216 

71118 

B   07740 

15272 

49418 

01944 

22216 

43215 

06880 

78553 

20894 

91909 

20038 

20211 

46291 

98056 

20011 

46256 

67256 

5   32317 

78626 

35229 

70520 

94901 

97258 

68176 

06078 

55102 

94941 

83403 

10285 

48552 

48325 

10113 

95056 

11003 

'8   94309 

07646 

53212 

33073 

90402 

01014 

91611 

92167 

73106 

25716 

53785 

60521 

95817 

37404 

48507 

02163 

23708 

)3    11547 

01089 

53222 

30074 

11254 

01001 

89502 

91182 

18032 

36109 

61241 

10080 

98164 

95843 

29220 

90245 

98032 

»   92150 

94998 

94150 

38119 

79987 

28280 

63088 

19059 

11206 

53045 

44146 

60092 

11560 

11563 

07303 

17102 

76107 

W   35214 

33138 

29219 

48134 

80401 

02904 

91943 

31195 

20818 

20040 

92410 

34208 

20744 

90630 

92555 

95671 

63145 

56   84165 

48553 

45258 

10702 

18069 

60604 

21233 

48121 

80263 

11570 

45410 

49560 

11731 

90037 

63169 

61878 

10553 

19   40233 

48623 

37804 

55411 

06852 

94945 

94011 

33499 

63103 

64102 

93311 

78772 

10256 

33601 

11507 

20407 

61616 

i8   36112 

29016 

48092 

97035 

30168 

32219 

89113 

94088, 

89570 

70119 

04096 

19415 

07042 

79710 

15086 

91803 

94804 

)6   45111 

95053 

77504 

40294 

91979 

27711 

20425 

91933 

63143 

18055 

37939 

74194 

60616 

91205 

68118 

02150 

93035 

J6   76155 

90230 

92193 

30031 

34204 

45099 

43528 

01022 

48150 

06535 

60094 

92025 

55460 

97208 

68138 

37929 

92174 

16   70821 

60148 

48128 

90720 

27635 

38016 

23709 

17129 

95123 

32316 

15006 

40586 

35205 

33434 

20421 

28272 

60173 

5   73172 

10171 

83687 

38122 

53713 

92113 

33233 

33618 

75243 

44117 

91362 

85719 

08988 

32750 

29002 

48501 

20748 

!4   10460 

63042 

94160 

63166 

48212 

20113 

48302 

16503 

90043 

11595 

30075 

98405 

91744 

49441 

73178 

40220 

98107 

M   91326 

94408 

92625 

23234 

94030 

60546 

77238 

20254 

73170 

60621 

90223 

57101 

92142 

90017 

22101 

07513 

30380 

16   45267 

15146 

20757 

40217 

30344 

50021 

10015 

80225 

78713 

17120 

74149 

90038 

97404 

13116 

32935 

48559 

16530 

5   75270 

90407 

33327 

91911 

06517 

64109 

92074 

20524 

93305 

44190 

32406 

75379 

52809 

60599 

50323 

02908 

92653 

!6   99260 

73131 

84119 

02862 

11746 

74136 

46637 

44393 

50362 

64110 

92845 

02368 

46801 

28205 

11559 

78755 

37614 

1  *  61606 

24019 

22030 

11434 

28214 

15232 

50332 

91012 

80292 

22066 

28277 

74115 

48167 

19041 

10026 

23511 

79408 

»7    19146 

90601 

94164 

90063 

94112 

20017 

25357 

46325 

14209 

17042 

32224 

40598 

79453 

60185 

44179 

89107 

06037 

36   94510 

60009 

18766 

90010 

07399 

55431 

14260 

93066 

60558 

07043 

10504 

67201 

07642 

08033 

27703 

43219 

33324 

70   94619 

80917 

45424 

46818 

14622 

43017 

78660 

70804 

77388 

37076 

98103 

46209 

91750 

45202 

11228 

76096 

20240 

31    91714 

73180 

24210 

73146 

90651 

11803 

53280 

91950 

85021 

46241 

55429 

94040 

27111 

01742 

92615 

20896 

22153 

19        33061 

52319 

33605 

15281 

07096 

10522 

22309 

94140 

91184 

45201 

75386 

90302 

32826 

61266 

20009 

08695 

91899 

57   95109 

30355 

46723 

92869 

23462 

79906 

63101 

60448 

48201 

98126 

12188 

73129 

19001 

02151 

80040 

55133 

18519 

31    23603 

11501 

90224 

63109 

46230 

84131 

20773 

46895 

06107 

48186 

90086 

80302 

60555 

35895 

67223 

90731 

08862 

19   49053 

98155 

90221 

21210 

20050 

06503 

53234 

28222 

02062 

40509 

02446 

33345 

48106 

01821 

90803 

28803 

40596 

©2003  DHL  Worldwide  Express  Inc.  All  rights  reserved. 


WE  MOVE  THE  WORLD 


2008  STOCK  VALUE 


■  i  i 


Month 


In  the  future,  jou  have  no  stock  value. 
You  have  no  investors. 

You  have  no  analyst  rating. 
There  is  no  bull  or  bear. 

Because  the  future  hasn't  happenedjet. 
It  is  a  blank  sheet.  A  clean  slate.  A  white  canvas. 

How  will  jou  draw  it? 


An  unbiased  business  advisor  and  systems  integrator  provides  you  with  the  right 
ice  and  solutions  with  your  best  interests  in  mind.  together,  we  can  create  the  future. 

Visit  bearingpoint.com. 


CONSULTING  ♦  SYSTEMS  INTEGRATION  ♦  MANAGED  SERVICES 


BearingPoint 


Business  and  Systems  Aligned.  Business  Empowered. 


LAUREN 


I 


A'       1 

V  — 


LONDdN   PARIS   TOKYO   HONG  KONG    BRUSSELS   DALLAS   CHH 

f=»oi_o  .  c:oi\/i 


Forbes 

rriMTFW 


Volume   172,    Number   6 


SEPTEMBER   29,   2003 

On  the  Cover 

Zapped  to  Death? 

New  digital  technology  will  let  millions  of  viewers  avoid  ever 
watching  another  TV  commercial — and  eviscerate  a 
$50  billion  ad  business.  How  will  the  networks  survive? 
By  Scott  Woollcv 

Ad  Infinitum? 

Coming  up  after  these  messages  from  our 
sponsors:  more  messages  from  our  sponsors. 

By  Allison  Fass  and  Peter  Kafka 

Net  of  Taxes 

State  and  local  governments  are  racing  to  tax 
communications  over  the  Internet  while  they  still 
have  a  chance.  By  Scott  Woolley 

Giant  Sucking  Sound 

Battered  by  the  tech  slowdown,  EDS  is  shipping 
white-collar  jobs  offshore  to  catch  up  with 
low-cost  competitors.  By  Robyn  Meredith 

Overdrive 

Is  Nissan  crazy  to  launch  five  models  in  less  than  a  year  at 
its  new  factory  in  Mississippi?  Byjoann  Midler 

Bond  and  Determined 

Forget  rising  interest  rates — they're  temporary. 
Why  the  long- running  Treasury  market  party  is 
about  to  resume. 
By  Bernard  Condon 


Table  of  Contents.  Log  oft  atwww.forbes.com/fofbes 

By  Mail  Forbes  magazine.  60  Fifth  Avenue,  New  York.  N.Y.  10011 


FORBES"   September  29,  2003      9 


CONTENTS  SEPTEMBER  29.  200 


16  Index 

18  Side  Lines 

20  Readers  Say 

22  Follow-Through  |  Flashbacks 

25    Fact  and  Comment 

Steve  Forbes  on  why  high  energy 
prices  won't  derail  the  recovery; 
the  case  for  stock  options. 

30    Other  Comments 

35    Current  Events 

Paul  Johnson  on  energy,  enemies 
and  national  policy. 

37  Digital  Rules 

Rich  Karlgaard  on  loving  to  hate 
Sarbanes-Oxley;  why  VCs  should 
welcome  disclosure. 

38  Informer  |  Hilbert's  other 
meltdown;  beef  jerky  fever. 

40    On  My  Mind  |  Keep  It  Simple, 

Stupid  Why  airline  costs  are  out 
of  control.  By  Gordon  Bethune 

OutFront 

45  Who  Needs  a  Comfort  Zone?  vc 

firms  keep  busy  during  the  bust 
by  doing  buyouts.  By  Erika  Brown 

46  Et  Tu,  Fundus?  The  mutual  fund 
industry  is  beyond  reproach. 
Yeah,  right. 

By  Neil  Weinberg  and  Emily  Lambert 

46    Rotten  Deal?  Hoping  to  save 
Information  Resources  by 
selling  it.  By  Nathan  Vardi 

48  California  Dreamin'  Cadillac  is 
becoming  hip  in  the  nation's 
trend  capital.  By  Jonathan  Fahey 

50    Back  in  Fashion  Faded  Seventh 

'venue  stars  enjoy  high-profile 
ondacts.  By  Melanie  Wells 

50    Generation  Dance  Consolidation 
buzzword  in  software.  Try 
lation  Murphy 


52     Junk  DNA?  A  tiny  Aussie  firm  has 
claimed  rights  to  vast  tracts  of  the 
human  genome. 
By  Zina  Moukheiber 

54    Write  Big,  Sell  Small  Want  to 
buy  a  3,300-page  book? 
By  Michael  Maiello 

Companies,  People,  Ideas 

64  Buccaneer  Building  one  of  the 
world's  largest  tanker  fleets  in 
just  six  years.  By  Lea  Goldman 

72    A  Betting  Man  The  high-stakes 
game  of  collecting  on  bad  debts. 
By  Brett  Nelson 

74    Backseat  Driver  |  Solve  the 

Pension  Mess  By  Jerry  Flint 


t 


:!"** 


A 


"Let's  get  revolutionary 
and  try  things  we 
haven't  done  before." 


International 

68    Going  Public?  Prada  dresses  u 
its  books.  By  Richard  Heller 


Technology 

89    "Eureka!"  A  new  gizmo  to  rai| 
and  lower  car  windows. 
By  Jonathan  Fahey 

92    There  Inc.  Behind  the  hype  ai 
mystery.  By  Kemp  Powers 

94    Digital  Tools  |  Let's  Get  Lost 

By  Stephen  Manes 


Entrepreneurs 

99  Pipe  Dreams  Will  Japan  becor 
the  hemp  capital  of  the  world 
By  Benjamin  Fulford 

100  Hedge  Row  A  great  idea  to 
modernize  grain  trading. 
Any  takers?  By  John  Turrettini 


Money  &  Investing 

108  Taming  the  Sector  Beast  Pickii 
undervalued  sectors — and 
winning.  By  Christopher  Helma 

110    Buyer  Beware  Lessons  for  rets 
investors  tempted  by  snazzy 
hedge-fund-style  techniques. 
By  Michael  Maiello 

114    Makers  &  Breakers  Tenet 

Healthcare;  Oracle;  Symantec 

116    Portfolio  Strategy  |  Myth  or 
Reality?  By  Kenneth  L.  Fisher 

118    Capital  Markets  |  Getting  Good 

Bond  Prices  By  Marilyn  Cohen 


Health 

120   Dr.  Detective  Trying  to  prever 
the  next  epidemic  catastropb 

By  Emily  Lambert 


Forbes  Life 

123  Self-Expression  |  Slam  Poetry 

Pitting  bard  against  bard  in  1) 
boxing  matches.  By  Allison  Fas 

124  Books  |  En  Garde!  Forget  thos< 
depositions.  Let's  duel. 

By  Susan  Adams 

128  Thoughts 


10     FORBES-  Septemb 


^      r 

I 

V 

fefel 

■ 

■ 

a  funny  habit  of  getting  itself  trapped  inside  functional  silos.  But  you  need  the  right  technology  if  you  want  to  get  it  out.  Our  exteNd™  family  of 
ice  solutions  lets  you  liberate  information  and  get  it  to  everyone  who  needs  it.  That  means  Marketing  can  learn  things  from  Operations.  And  Sales  can 
at  it  knows  with  R&D.  Even  when  the  systems  and  applications  aren't  naturally  compatible.  And  the  more  sharing  that  goes  on,  the  more  productive  and 
;  you  are.  To  find  out  how  our  team  of  experienced  consultants  and  partners  can  help  improve  the  flow  of  information  at  your  company,  call  us 
-716-2400  or  visit  http://www.novell.com/extend.  ©  we   speak   your    language. 


Novell 


HI,  Inc.  All  rights  reserved  Novell  is  a  registered  trademark  and  exteNd  is  a  trademark  of  Novell,  Inc.,  in  the  United  States  and  other  countries. 


H 


X 


u 


When  Lexus  engineers  set  out  to  build  the 
SC  430  hardtop  convertible,  they  weren't 
just  building  a  convertible.  They 
were  building  a  Lexus.  This 
is  no  small  distinction. 
You  see,  your  traditional 
ragtop  may  offer  the  thrill 
of  an  open  sky,  but  it's  hardly 
a  bastion  of  comfort.  Ragtops  are 
noisy   They  have  been  known  to  leak  both  air 
and  water.  Now  that's  not  very  Lexus-like,  is  it? 


i 


NOTHING  ABOUT 

"RAGTOP" 

SEEMED    VERY 

LEXUS. 


No,  a  Lexus  convertible  would  have  to  ret 
the  requisite  luxuries  of  its  brethren.  Ei  \ 
the  ingenious,  elegant  SC  A  ct 
hardtop  convertible.  Sin 
press  one  button  and 
SC430's  hardtop  ra 
or  lowers  itself  gracefi 
In  25  seconds,  no  less. 
When  the  top  is  up,  the  SC  4 
is  transformed  into  a  secure,  weatherproof  sj 
coupe.  Put  the  top  down  and  it's  you,  the  of 


IS 


,)!. 


II 
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'Lexus  Vehicle  Skid  I    m   i     VSC)  is  an  electronii  system  <l    igned  to  help  thi  dri       maintain  vehicle  control  under  adverse  conditions  It  is  not  a  substitute  for  safe  driving  practices  Facia 
llu'  "'  "  l!  i  tires    hi.  lift  ui  iv  bi  substantiaH)  less  than  15,000  miles    Run-flat  tire  technologj  is  designed  for  limited  emergencj  useonl)  [fair  pressure  is  lost,  vehicle  j 

a  Division  of  Ibyota  Motor  Sales,  U.S  \ .  Inc  Lexus  reminds  you  to  wear  scatlx-lts   I 


and  its  potent  4.3-liter,  300-hp  V8  engine, 
ceep  all  this  power  under  control,  the  SC  430 
quipped  with  Vehicle  Skid  Control  (YS< 
ction  Control  (TRAC)  and  anti-lock  brakes 
IS  And  huge  18-inch  alloy  wheels,1  with 
ilable  run-flat,  low-profile  tires,:  hug  the  road 
1  further  announce  its  sport  coupe  intentions, 
let,  if  the  SC  430  performs  like  a  sports  car, 
:  experience  behind  the  wheel  is  remarkably 
bled.  A  windshield-high  cockpit  cowling  and 


rear-wind  deflector  reduce  wind  drafts.  Intuitive 
Climate  Control  senses  and  then  automatically 
regulates  cabin  temperature,  even  in  the  face  of 
a  changing  sun.  Hand-stitched  fine  leather  trim 
caresses  eye  and  skin  and  is  accented  by  burled 
walnut  or  birds-eye  maple  trim.  Both  front  seats 
are  power-adjustable  and  heated. 

In  short,  the  SC  430  stands  uncompromised. 
And  while  this  might  not  be  very  common  in  a 
convertible,  it  is  quite  common  in  a  Lexus. 


n  an  automobile  delight,  comfort,  fascinate  and  energize  you?  lake 
•m  for  a  test  drive  and  find  out.  The  Passionate  Pursuit  of  Perfection. 


©■■ 


indjriver  steering  input  can  all  affect  whether  VSC  will  be  effective  in  preventing  a  loss  of  control.  '18  x  8.0-in  wheels  with  low-profile  245/40ZR18  tires  are  expected  to  experience  greater 
er  hour;  cornering,  braking  and  accelerating  must  be  done  with  extreme  caution;  and  the  tire  should  be  replaced  within  100  miles  See  your  Lexus  dealer  for  details.  ©2002  Lexus, 
«  and  drive  responsibly.  For  more  information,  call  800-USA-LEXUS  (800-872-5398). 
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Death  by  Food 

Estimated  annual  mortality 

Campylobacter 
HI  99 

Norwalk-like  viruses 
■  l24 


Toxoplasma  gondii 


499 


553 


'Excludes  typhoid  fever. 

Source:  U.  S.  Centers  for  Disease  Control  &  Prevent 


R  U  Sick  of  Bureaucracy?  ma] 

you  do  when  a  rotten  potato  salad  makes  you  violently  ill?  If' 
are  like  most  Americans,  you  do  nothing.  Only  1%  to  2% 
guesstimated  76  million  cases  a  year  of  foodborne  illness 
reported  to  health  authorities.  Which  is  one  reason  there  an 
million  cases  and  not  7  million.  Why  waste  an  hour  on  the  ph 
with  the  city  health  department?  Your  report  will  vanish  into  a 
ing  cabinet.  In  the  unlikely  event  the  sanitarians  detect  a  patuj 
involving  Dave's  Deli, 
the    paperwork    lag 
and  the  time  to  do 
traditional  bacterial 
cultures  means  that 
the  investigation  does 
nothing  to  prevent 
further  illness.  The 
microbe  salad  is  gone 
by  then. 

This  is  more  than 
a  matter  of  sparing 
employers  the  day  or 

two  of  work  lost  to  gastrointestinal  bugs.  The  U.S.  Centers 
Disease  Control  &  Prevention  says  foodborne  diseases  result 
325,000  hospitalizations  a  year  and  5,000  deaths.  Couldn't  soi 
21st-century  technology  make  a  serious  dent  in  this  breakdo1 
of  public  health? 

To  get  an  idea  of  what  health  inspectors  might  do  if  th| 
used  a  little  imagination,  read  the  story  by  Emily  Lambert  ah 
biosurveillance,  on  page  120.  The  government  is  trying  to  pi 
up  early  warning  signs  of  the  next  bioterror  attack  or  SARS 
having  computers  look  at  things  like  drugstore  sales  and  sch 
attendance  records. 

Federal  epidemiologists  should  stop  worrying  about  anthr 
for  just  a  moment  and  take  a  look  at  a  Web  site  set  up  by  Mid 
gan  State  University,  rusick2.msu.edu.  People  who  take  sick  1 
on  and  say  where  they've  eaten  for  the  past  four  days.  Aimi 
originally  at  foodborne  illness  near  East  Lansing,  the  professc 
recently  expanded  their  venture  to  national  coverage.  A  not  en 
goal,  but  their  obscure  site,  collecting  only  ten  reports  a  day, 
just  not  going  to  detect  a  cluster  in  Los  Angeles  or  Atlanta.  T 
target  should  be  200,000  reports  a  day. 

Let's  say  we  get  every  city  health  department  behind  tr 
effort.  Fire  the  inspectors  who  run  around  with  clipboards  ai 
give  restaurants  citations  for  not  posting  hand-washing  sigr 
Instead,  hire  programmers  who  can  sort  the  data,  weeding  o  - 
malicious  reports  and  chance  clusters.  Develop  sensors  th 
detect  Campylobacter  on  the  spot,  and  take  samples  with 
hours  of  illness  reports.  Levy  $  1 0,000  fines  on  food  sellers  wl 
make  people  sick.  In  short,  replace  20th-century  bureaucr* 
with  modern  science.  We  could  save  a  lot  of  lives. 
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It  begins  with  your  first  visit  to  Amazon.com  and  continues  through  the  arrival  of  every  order. 
The  unique  online  shopping  experience  you  deserve,  the  selection  you  demand  and  the  low 
prices  that  keep  you  coming  back  again  and  again.  SAS  is  proud  to  provide  the  analytic 
software  that  helps  Amazon.com  keep  costs  low- and  pass  savings  on  to  its  customers- while 
providing  excellent  service.  To  learn  more  about  Amazon.com  and  other  SAS  success  stories, 
call  toll  free  1  866  270  5740  or  visit  our  Web  site. 

www.sas.com/amazon 


The  Power  to  Know. 
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Mutual  Differences 

"The  Great  Fund  Failure"  (Sept.  15,  p:  176)  treated 
the  mutual  fund  industry  both  as  villain  and  mono- 
lith, rather  than  as  hundreds  of  honest  companies 
that  offer  investors  tremendous  choice  in  fees,  ser- 
vices and  performance.  First,  the  story  alleges  that  in- 
vestors are  being  gouged  by  fees,  but  ignores  the  fact 
that  in  200 1 ,  87%  of  equity  fund  assets  were  in  share 
classes  with  a  below-average  expense  ratio.  Why,  then, 
do  firms  like  Fidelity  manage  the  most  assets?  Be- 
cause we  offer  high-value,  low-cost  products,  and  in- 
vestors^— who  vote  with  their  feet  and  their  wallets — 
know  that.  Second,  at  Fidelity,  58%  of  mutual  fund  assets  are  invested  in  long-te 
retirement  accounts.  At  the  bull  market  peak  in  1999  and  2000,  78%  and  74%,  | 
spectively,  of  investors  made  zero  exchanges  of  assets  among  investment  options  witli 
their  40l(k)  plans — hardly  a  mad  dash  into  the  best-performing  funds  of  the  m 
ment,  as  implied  by  the  story  Third,  the  story  distorted  a  Fidelity  advertisement  by  i 
glecting  the  fact  that  it  prominently  displayed  5-,  10-  and  20-year  returns,  as  well 
shorter-term  returns.  Finally,  the  implication  that  a  fund  company  offering  40 11 
plans  has  inherent  conflicts  of  interests  when  one  of  its  funds  owns  shares  in  a  40  b 
client  is  like  saying  that  FORBES  has  a  conflict  with  every  company  that  advertises  in  1 
magazine.  We  would  have  hoped  for  greater  balance  and  less  editorializing  from  FORB 

ROBERT  L.  REYNOL] 
Chief  Operating  Officer,  Fidelity  Investmei 

Boston,  Ma 


Face  the  Nation 

Mairs  &  Power  Growth  fund,  profiled  in 
"Rational  Exuberance"  (Sept.  15,  p.  156), 
is  terrific  but  has  a  major  shortfall.  It's  avail- 
able in  only  25  states.  I  question  whether  it 
warrants  being  on  FORBES'  Honor  Roll. 
MASON  T.  PELTZ 
Lexington,  Mass. 

True  enough,  but  those  25  states  account  for 
80%  of  the  population.  To  save  on  expenses, 
Mairs  hasn't  registered  in  sparsely  populated 
states.  Wiry  aren't  we  surprised? — Ed. 

Striking  It  Rich? 

"Paid  to  Picket"  (Sept.  15,  p.  54)  implied 
that  attorneys  are  responsible  for  protests 
by  clergy  sex  abuse  victims.  Nothing  could 
be  further  from  the  truth.  Certainly  Linkup 
and  Snap  (Survivors  Network  of  those 
Abused  by  Priests)  have  accepted  dona- 
tions from  attorneys,  but  hasn't  the  Roman 
Catholic  Church  also  accepted  donations 
from  those  who  did  business  with  it?  If  a 
plaintill  attorney  donates  to  Linkup  for  any 
reason,  it's  no  different  than  a  Roman 
Catholic  attorney,  employed  defending  the 


diocese,  making  his  Sunday  donation 
rimately  some  part  of  that  pays  his  sa 
The  difference  is  that  Linkup  doesn't 
potential  plaintiffs  to  specific  lawyers, 
sides,  the  $100,000  donation  [from  an  < 
gon  plaintiff  lawyer]  is  a  drop  in  the  bu 
compared  with  what  the  U.S.  dioceses 
attorneys  defending  them  against  crur 
allegations.  Does  anyone  think  tl 
lawyers  donate  their  time  for  free? 

ALAN  TENC 

Vice  President,  Lin 

Des  Plaines 

Getting  Schooled 

We  shouldn't  have  "Pay  for  Performai 
(Sept.  l,p.40)  for  doctors  until  we  req 
the  same  of  teachers,  union  members,  C 
gress  and  other  government  workers.  A 
ter  plan  would  be  to  get  government 
of  health  care  and  let  the  consumer  da 

JOHN  A.  CH. 

Columbus,  C 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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Some  newspapers  still  have  one  section 
For  "business"  and  another  for 
'international  business.1 

How  quaint. 


With  over  400  journalists  worldwide,  the  FT  is  the  only  major  news  source 
to  offer  a  true  global  perspective  on  the  issues  that  matter  most  to  senior- 
level  executives.  Which  is  why  over  half  our  readers  are  CEOs,  CFOs,  COOs 
and  the  like.  Consider  this  your  invitation  to  join  them.   READ  TO  LEAD 
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Love  Those  Options 


w 


Fe  had  some  bum  advice  five  months  ago  to 
short  Cypress  Semiconductor.  Since  then  the 
San  Jose,  Calif,  chipmaker's  stock  has  jumped 
from  $8  to  $18.  Some  $600  million  in  new  convertible 
debt  financing  with  a  1.25%  coupon  has  improved 
Cypress'  cash  position.  But  we  still  think  Cypress  has 
the  same  problem  we  focused  on  earlier:  excessive 
options.  If  all  options  were  exercised,  employees  would 
own  a  fourth  of  the  company.  Meanwhile  its  revenues 
are  down  3%,  and  it  lost  $46  million  in  the  first  half. 
Factor  in  the  cost  of  its  employee  stock  compensation, 
and  it  lost  $71  million.  Cypress  has  $1.4  billion  in  total 
liabilities,  nearly  triple  its  $503  million  in  shareholders' 
equity.  And  since  2000  it  has  spent  $426  million  in 
much-needed  cash  to  buy  back  shares  to  help  mop  up  dilution  from  its  options  and  its 
convertible  bonds.  That  hasn't  stopped  options  enthusiast  and  Cypress  Chief 
T.J.  Rodgers.  Cypress  just  authorized  20  million  more  options  within  days  of  a  new  rule 
requiring  that  any  such  moves  be  put  to  a  shareholder  vote.     — Elizabeth  MacDonald 

MARCH  31,  2003 


Can  He  Do  It  Again? 


In  March  we  questioned  whether  Korean  carmaker  Hyundai 

Motor  had  any  shot  at  realizing  its  wildly  ambitious  goals  in  the 

U.S. — to  sell  1  million  vehicles  a  year  by  2010  while  moving  the 

brand  quickly  up  the  price  scale.  Those  projections  just  got  even 

less  realistic.  The  chief  of  Hyundai's  U.S.  sales  arm,  Finbarr 

O'Neill,  jumped  ship  Sept.  2  to  rival  Mitsubishi  Motors.  O'Neill, 

a  51 -year-old  lawyer,  is  credited  with  engineering  Hyundai's 

growth  by  creating  clever  marketing  programs,  like  a  ten-year  warranty.  In  Mitsubishi, 

O'Neill  takes  over  a  company  that  is  suffering  from  not-so-clever  marketing  programs, 

such  as  no  money  down  and  no  payment  for  months.  — Jonathan  Fahey 


Flashbacks 


85  YEARS  AGO  IN  FORBES 

Recall  Execs,  T 

occupying  conspicuously  important  positions.  A  man  employing  thousands  of  workers  is 
today  more  of  a  "public  man"  than  the  average  politician;  he  has  more  to  do  with  shaping  the 
weal  or  woe  of  many  families.  His  activities  are  a  legitimate  subject  for  discussion. 

15  VEARS  AGO  IN  FORBES 

[^|Wer  Tllfeat  Environmentalists  played  a  key  role  in  blocking  the 
and  operation  of  numerous  nuclear  power  plants.  In  New  York,  for 
Jsland  LightinaHte  billion  Shorehamfacility  is  slated  to  stay  idle  forever. 
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so-called  greenhouse  e 


.er  spur  for  a  second  look:  Many  areas  in  the 
the  next  couple  of  years. 
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Home  to  a  certain  wor 
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Call  1.877. stregis    www.stregis.c 

ASPEN      HOUSTON      LOS  ANGELES 
MONARCH  BEACH,  CA     NEW  YORK    WASHINGTOI 
BEIJING     LONDON    ROME    SHANGHAI 


:an't  be  done."    "You're  crazy."    "Never."    "No."   These  are 


words  that  come  in  the  beginning,  only  to  be  proven  wrong  in 
end.   At  ConocoPhillips,  we  realize  that  impossibilities  sometimes 
d  the  best  opportunities.   So,  where  others  see  an  obstacle, 
see  a  chance  to  elevate. 


r 


fkr^ 


•»j*» 


t**    .;      Vj- 


J 


ConocoPhillips 

elevate 


conocophillips.com 


•    • 


■  '■ 

?':%;':[ 

is 


:©  2003.  ConocoPhillips.  All  rights  reserved. 


:    :  ■''".. 


'?ML?'2L*jl*t0'' 


i  1 1 

- 

BLACKBERRY 


stf  prts  amyt,  cnsgctetuer  ipiscing  dmakrofl     jannounce  the  merger  tomorrov     jiqytx  elied  diam  nonummy  ni 


if 


L*l 


BlackBerry6210™ 

It's  an  email  device  and  a  phone. 
Available  at  Cingular. 


X  cingular 

fits  you  b 


Cing-ji.  ir  Xpress  Mail  is  email,  secured.  When  you're  out  of  the  office,  your  data  has  to  travel  with  you. 

But  o  has  to  remain  safe,  uncompromised  and  secure.  Xpress  Mail  with  BlackBeny  runs  over 

CmguL        'obite>  s  with  plans  that  offer  unlimited  monthly  usage.  It  fully  supports  both 

Lotus   Don  mge,  keeping  you  connected  to  your  office.  It  also  utilizes  Triple  DES 

Encryption,  protr  sensitive  corporate  information.  To  learn  more  about  how  Cingular  can 

build  wireless  solution ,  that  f  ,,  call  877-335-8391  or  log  onto  www.cingular.com/business  today. 
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eve  Forbes,  Editor-in-Chief 

i  all  thy  getting  get  understanding" 


The  Economy  Won't  Run  Out  of  Gas 


5QD  12/31/97=100 


UGH  U.S.  ENERGY  PRICES— GASOLINE  IS  NEAR  NOMINAL 
levels — throw  gear-grinding  sand  into  the  now-nascent 

ry?  Worriers  fret  that  even  if  oil 
ease,  natural  gas  will  still  be  in 

supply,  and  its  costliness  alone 

crimp  the  recovery.  In  June  Alan 

span  gave  vent  to  such  a  worry. 

e  answer:  High  prices  hurt,  but  not 

h  to  derail,  or  even  seriously  slow 

g,  the  recovery  train.  Prices  are,  rel- 

',  far  lower  than  they  were  in  the 

and  early  1980s.  They  are  over- 

led  today  by  the  potency  of  40-year-low  interest  rates,  lower 

es  on  capital  gains,  dividends  and  income,  and  the  lavish 
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Source  Commodity  Research  Bureau 


As  for  natural  gas,  beneficial  results  could  be  achieved  if 
Washington  pressured  OPEC  to  boost  production  and  let  petro- 
leum prices  fall.  As  this  chart  shows, 
although  the  prices  of  oil  and  gas  can 
widely  diverge,  they  don't  do  so  for  very 
long.  If  it's  in  the  users'  best  interests, 
they  can  often  find  ways  to  substitute 
one  for  the  other.  Over  time  the  costs  of 
the  two  fuels  closely  parallel  each  other. 
Iraq's  finally  gearing  up  to  produce 
more  oil  will  also  help.  And  we  could  put 
additional  downward  pressure  on  oil 
prices  by  releasing  supplies  from  our  Strategic  Petroleum  Reserve. 
In  fact,  next  year  the  Administration  should  begin  a  serious 


ty  now  flowing  from  the  Federal  Reserve's  dollar  spigots.      campaign  to  destroy  OPEC  once  and  for  all. 

Stock  Options?  Leave  the  Options  Open 


MCJNG  IS  THE  ESSENCE  OF  FREE  ENTERPRISE,  THE  ENGINE  OF 
ss.  Which  is  why  the  Financial  Accounting  Standards  Board 
)  should  hold  its  horses  and  pull  back  from  enacting  a  rule  that 
require  publicly  traded  companies  to  expense  stock  options. 
^SB's  hope  is  that  the  "hit"  to  a  company's  reported  earnings 
effectively  kill  the  device.  In  the  aftermath  of  recent  corporate 
Is,  the  collapse  of  the  high-tech  bubble  and  the  2000-02  stock 
t  crash,  there  is  the  perception  that  such  a  move  would  create 
honest  profit/loss  statements  and  that  somehow  options 

create  the  high-tech  binge  and  the  lapse  in  business  ethics  of 
e  1990s.  Many  large  companies  are  already  taking  charges 
t  their  outstanding  options  on  their  income  statements, 
irtup  companies,  by  definition,  aren't  going  to  attract 
1  talent  without  the  lure  of  that  talent's  being  able  to  land  a 
af  the  gains  if  the  companies  hit  the  jackpot.  Options  are 
ay  to  do  that.  In  this  sense  they  are  a  high-risk  form  of 
;d  compensation — if  all  goes  well,  you'll  be  amply  awarded; 

you  lose  out.  Sure,  there  were  options  abuses  during  the 

but  many  of  the  egregious  ones  came  from  large,  estab- 
companies  that  were  the  antithesis  of  new,  high-risk  start- 
k  don't  ban  stocks  because  equities  can  crash  or  be  instru- 

for  fraud.  Full  disclosure?  We  already  have  it.  Investors 
Dng  been  given,  up  front,  fully  diluted  earnings,  which  are 


what  profits  per  share  would  be  if  all  options  were  exercised. 

Established  companies  have  far  less  need  for  options  than 
emerging  ones.  That's  why  they  can  expense  options  while  barely 
batting  an  eye.  In  July  Microsoft  decided  to  stop  offering  stock 
options  to  its  employees,  instead  giving  them  actual  shares,  with 
certain  restrictions  attached.  But  if  there's  a  new  wave  of  high-tech 
startups,  don't  be  surprised  when  Microsoft — now  a  multibillion- 
dollar  blue  chip,  albeit  a  still  highly  agile  one — once  again  offers 
options  or  some  variant  of  them  to  attract  and  keep  capable  people. 

By  the  way,  if  the  FASB  does  decree  that  options  must  be 
immediately  expensed,  the  current  formulation  won't  allow  com- 
panies to  recover  that  expense  if  the  options  go  unexercised.  That 
is  absurd,  logically,  as  well  as  lacking  consistency.  How  can  a  com- 
pany take  a  charge  for  something  and  then  not  be  able  to  reverse 
that  charge  if  that  something  doesn't  come  to  pass?  But,  of  course, 
if  the  FASB  were  logical  here,  its  desire  to  put  the  kibosh  on  options 
would  be  fully  exposed  as  the  absurdity  that  it  is:  that  the  worse  a 
company's  stock  does,  the  bigger  the  boost  to  its  bottom  line. 

And  what  formula  should  be  used  to  determine  this  expense? 
Already,  there  are  medieval  how-many-angels-can-dance-on-the- 
head-of-a-pin  debates  about  which  method  is  most  appropriate. 

Businesses  should  have  the  freedom  to  offer  options.  The 
market,  not  the  FASB,  should  sort  out  this  issue. 


Blow  to  Free  Speech— And  Free  Enterprise 


MOST  RECENT  SESSION  THE  SUPREME  COURT  MISSED  AN 
tunity  to  shore  up  the  First  Amendment's  protection  of  free 
i  and  to  put  a  crimp  in  the  activities  of  extortionate,  anti- 


free-speech  trial  lawyers.  And  the  rest  of  us  will  pay  the  price. 

The  case  involved  Nike  and  its  attempt  to  defend  itself  against 
attacks  on  labor  practices  in  the  overseas  factories  that  manufacture 
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most  of  Nike's  shoes.  In  1998  Nike  wrote  letters  to  newspapers  and 
other  interested  parties,  issued  press  releases  and  posted  statements 
on  its  Web  site  defending  its  procedures  and  policies.  An  anubusi- 
ness  activist,  fronting  for  trial  lawyers,  filed  a  suit  against  Nike,  claim- 
ing the  company's  defense  constituted  "false  advertising"  and 
demanding  that  Nike  be  found  liable  for  huge  monetary  damages. 
Incredibly,  the  California  Supreme  Court  ruled  that  Nike's 
public  statements  fell  under  the  category  of  "commercial  speech," 
i.e.,  advertising,  and  were  therefore  subject  to  the  state's  false- 
advertising  laws.  It's  one  thing  to  take  a  company  to  task  for 
claiming  its  product  will  cure  baldness  when  it,  in  fact,  exacerbates 
it,  but  quite  another  to  take  a  business  to  task  for  defending  itself 
in  the  public  forum.  Do  we  really  want  judges  and  trial  lawyers 
determining  whether  or  not  public  statements  are  "misleading" 
and  therefore  subject  to  civil  or  criminal  penalties?  If  that  isn't  a 


at  is 


form  of  censorship,  a  way  of  chilling  public  discourse,  wh 
company  should  and  must  have  the  right  to  participate  in 
and  discussions  that  affect  its  interests,  indeed,  its  viability. 

The  U.S.  Supreme  Court  should  have  thrown  out  il 
counterpart's  decision  in  a  nanosecond  as  a  blatant  violatii 
the  First  Amendment.  The  California  statute  should  have  bt 
declared  unconstitutional,  with  no  ifs,  ands  or  buts  about] 
Instead,  the  hesitant  justices  sent  the  case  back  for  trial,  wh 
means  the  case  won't  come  before  the  High  Court  again 
years.  In  the  meantime,  trial  lawyers  will  have  a  field  day  fil 
suits  against  major  companies,  hoping  to  extort  money  fe 
them  and  to  inhibit  them  from  responding  to  activists'  attac 

When  they  convene  again  next  month,  the  Supremes  sho 
find  a  way  to  get  this  case  back — or  find  one  similar 
what  it  should  have  done  last  spring. 


-ana 


Mount  Rush-More 


THIS  SUMMER  THE  RUSH  LIMBAUGH  SHOW  CELEBRATED  ITS  15TH 
anniversary.  There's  hardly  an  individual  in  business,  finance,  aca- 
demia,  entertainment  or  politics  who's  had  this  man's  global  impact. 

Limbaugh  has  reshaped  the  political  landscape.  His  persua- 
sive discussions  of  issues  and  his  well- 
aimed  missiles  against  liberals  were  a  criti- 
cal factor  in  the  1994  elections,  in  which  the 
Republicans  ended  the  Democrats'  40-year 
dominance  of  Congress.  The  GOP  takeover 
of  the  Senate  last  November  was  in  no 
small  part  due  to  Limbaugh's  broadcasts. 
He's  not  overtly  partisan;  the  issues  speak 
for  themselves.  What  liberals  hate  to 
acknowledge  is  that  millions  of  Democrats 
are  among  Limbaugh's  happy  campers. 

Limbaugh  succeeds  because  of  his  Rea- 
ganesque  understanding  of  how  to  attract, 
persuade  and  move  a  mass  audience.  Carpers  and  critics  think 
Limbaugh's  shows  are  rants,  appealing  only  to  malcontented 
white  males.  These  folks  aren't  listening.  He  combines  serious 
talk  with  irreverent  humor.  He  knows  how  to  educate,  raise 


Rush  to  the  rescue:  Limbaugh  leavens 
liberal  media  bias  with  searing  insights. 


hackles  and  then  release  tension  with  a  good  laugh,  at  J 
expense  of  his  always  tempting,  always  deserving  targets. 

This  master  of  the  radio  universe  also  understands  busin< 
His  books,  newsletter,  Internet  site  and,  of  course,  radio  show  hi 
made  him  one  of  the  richest  men  in  Amerfc 
Limbaugh  knows  how  to  make  mom 
all  too  rare  in  this  world,  how  to  multiply 

Rush  Limbaugh  is  a  true  pionel' 
Before  him,  radio  talk  shows  had  plain 
guests.  That's  a  rarity  on  Limbaugh's  sh(J 
instead  he  mixes  in  call-ins.  Experts  nel 
believed  such  a  format  could  hold  an  aul 
ence's  attention  for  hours  on  end.  A  gif  I 
pro,  Rush  does  that  with  seeming  effortk- 1 
ness.  He  also  turned  what  had  previou| 
appeared  to  be  the  radio-scheduling  equj 
alent  of  a  desert— the  afternoon,  instead  J 
drive  time — into  a  highly  and  intensely  listened-to  segment,  j 
In  the  words  of  the  traditional  Scottish  saying  (which  is  n  j 
environmentally  incorrect),  our  wish  for  Rush  is:  "Lang  may  j 
lum  reek."  ("Long  may  your  chimney  smoke.") 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


The  Mermaid  Inn— 96  Second  Ave.,  between  5th  and  6th  streets 

2 12-674-5870).  The  hot  spot  of  the  moment,  and  justifiably 

s>>         «  lis  the  best  in  the  city.  Try  the  blue  crab  and 

,  nach  dip  to  start  and  die  whole  grilled  dorade  royale  or 

the  i  follow  Reservations  iaken  for  parties  of  six  to  eight. 

•  Arti  •  i— 106  Wesl  !  :  212-501-7014).  Charm- 
ing and  n  setting  with  a  stone  fireplace. 
The  service  welcon  V  and  good:  delicious 
(and  large)  tie  colori  -  pesto  and  the  regular 
Italian  selections.  And  the  p                     eshingly  reasonable. 

•  Etoile- Lorn  hardy  Hotel,  10  St.  (Tel.:  212-750- 
5656).  A  sad  little  place  that  look  .             upscale  coffee  shop 


and  delivers  pretentious  but  disappointing  food.  Spring  rolls  ar 
heavy  and  greasy;  the  tuna  and  chicken  are  dry  and  tasteless;  th 
desserts,  worth  skipping.  But  the  service  is  pleasant. 

•  Django-480  Lexington  Ave.,  at  46th  St.  (Tel.:  212-871-6600! 
Named  for  the  legendary  jazz  musician,  this  is  a  spacious,  com 
fortable,  hip  place  that  offers  far  better  than  average  fare 
Favorites:  the  lobster  salad  for  an  appetizer,  the  grilled  skate  fo 
a  main  course  and  die  gorgeous  sorbet  pyramid  for  dessert. 

•  Nice  Matin-201  West  79th  St.  (Tel.:  212-873-6423).  A  happen 
ing,  bustling  place  that's  an  excellent  bet.  Have  the  stuffed  bab; 
artichokes  for  an  appetizer  and  follow  them  with  the  superl 
steak  frites.  The  mood  is  infectious;  it's  happy  and  alive.         I 
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Where's  the  worlds  most  advanced  on  demand  airline?  Finland,  of  course.  Now,  they 
have  passengers  flying  through  check-in  with  the  help  of  smart-chip  frequent  flyer  cards, 
e-tickets,  e-lines,  even  e-gates.  Working  together,  IBM  and  Finnair  are  streamlining  the 
airline's  business  model  further  by  integrating  customer  touch  points,  in  the  airport  and 
beyond.  The  result?  Faster  service  for  travelers  who  need  help  and  no  lines  for  those  who 
don't.  Can  you  see  it?  It's  on  demand  business.  Get  there  with  (g)  business  on  demand" 


TUC  ATS«Ei?.«tN  PATHFINDER  AND  NEW  FULL-SIZE  PATHFINDER  ARMADA. 
THE  ADVENTURE  HAS  GROWN.  THE  LEGACY  HAS  GROWN.  THE  FAMILY  HAS  GROV 

Once  upon  a  time  in  1987,  when  the  term  "SUV"  was  still  a  novelty,  Nissan  introduced  the  Pathfinder.  An  innovative, 

wheel-drive  vehicle  for  those  adventuresome  souls  who  realized  that  the  most  intriguing  parts  of  our  planet  weren't  p 

with  asphalt  In  the  years  t    come,  the  Pathfinder  developed  an  enviable  reputation  for  ruggedness,  durability  and  forti 

among  those  who  chose  to  follow  their  heart  instead  of  the  herd.  Today,  in  the  spirit  of  accommodating  this  ever-growing  6 

of  pioneers,  Nissan  is  proud  to  introduce  the  newest  addition  to  its  family  of  SUVs:  the  full-size  Nissan  Pathfinder  Arrr 

With  a  powerful  300+  hp  /3  engine.  Voluminous  interior  space  for  up  to  eight  people.  And  the  unique  ability  to  expan , 

the  Pathfinders  legendary  heritage  of  four  wheel-drive  adventure.  For  more  information,  call  800-NISSAN3  or  visit  NissanUSA. ! 

ightlyl   PleabO.  Always  wear  your  seat  bolt,  and  please  don't  dnnk  and  drive,  6  2003  Nissan  North  America,  Inc. 
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OTHER  COMMENTS 


Experience  teaches  only  the  teachable. 

— ALDOUS  HUXLEY 


Fear  FaCtOr  Shortly  after  the  2001  bioterror  attacks,  a 
McKenna  Research  poll  reported  that  more  Americans  worried 
about  "receiving  an  audit  notice  from  the  IRS  in  the  mail"  than 
"receiving  anthrax  in  the  mail."  Even  after  Congress  enacted  tax- 
payer-rights protections,  the  public  correctly  perceives  that  the 
IRS  still  has  more  powers  than  most  federal  agencies  to  gather 
information,  invade  privacy  and  avoid  liability  for  misdeeds. 

The  way  to  improve  tax-law  enforcement  is  to  change  the  law 
itself.  At  more  than  7  million  words,  the  federal  tax  code  and  reg- 
ulations have  many  gray  areas  and  confuse  honest  citizens.  In 
2002,  government  auditors  found  that  visitors  to  IRS  tax-assis- 
tance centers  received  incorrect  information  50%  of  the  time.  As 
recent  events  abroad  have  shown,  vague  laws  that  are  enforced 
mosdy  through  intimidation  stifle  a  free  society.  A  transparent  tax 
law  with  a  simpler  base,  a  single  low  rate  and  fewer  administrative 
burdens  would  build  a  system  Americans  respect  rather  than  fear. 

—JOHN  BERTHOUD,  president, 
National  Taxpayers  Union,  USA  Today 

Taking  Stock  of  Options  in  most  of  the  world,  the 

most  skilled  engineers,  marketers  and  software  developers  stay 
put.  (Why  leave  an  established  firm  to  take  a  chance  on  a  new 
venture?)  But  in  the  U.S.,  aspiring  companies  use  stock  options 
to  attract  the  best  and  the  brightest.  The  process  has  made  the 
U.S.  a  magnet  for  human  capital  and  helped  perpetuate  the  cycle 
of  risk-taking,  job  creation  and  economic  growth. 

The  new  stock  option  accounting  will  cost  Americans  jobs. 
According  to  a  recent  study,  eliminating  stock  options  would  cut 
3.5%  off  GDP  over  the  next  decade — a  staggering  $2.3  trillion 
loss  of  economic  output.  The  Financial  Accounting  Standards 
Board  has  a  daunting  mandate— to  help  restore  confidence  in 
American  business.  But  it  must  fix  what  is  broken  without 


Cffatvtotxc 


harming  what  is  not.  Stock  options  are  not  the  problem 
expensing  them  is  not  a  solution.  The  key  to  the  U.S.'  unp 
dented  economic  prosperity  is  a  system  that  recognizes  the 
talent  and  ensures  that  it  is  always  available  to  the  most  pre 
ing  ventures.  Sacrificing  that  competitive  advantage  for  a 
metic  change  in  accounting  rules  may  appeal  to  some  toda) 
it  will  prove  to  be  horribly  shortsighted  in  the  years  to  con: 
— WICK  SIMMONS,  former  chairman  and  chief  execi 
Nasdaq  Stock  Market,  Wall  Street  Jot 

Holding  the  Reins  Too  Tight  Half  the  fail 

life  arise  from  pulling  in  one's  horse  as  he  is  leaping. 

—J.C.  AND  A.W.I 

Free  Speech:  Just  Do  It  The  value  of  free  sp 

goes  beyond  the  ability  of  people  to  vent  their  views.  It  presi 
that  open  debate — thrashing  out  conflicting  views  and  fact 
the  best  way  that  a  free  society  informs  itself  and  settles  coi 
versial  issues.  Free  speech,  to  be  free,  has  to  cover  everyone 
true  that  the  Supreme  Court  didn't  directiy  restrict  free  spq 
It  simply  refused  to  decide  the  constitutional  issues  in  the 
case  and  sent  it  back  to  California  for  trial.  But  the  praci 
effect  is  to  expose  Nike  and  other  companies  to  expensive  t 
and  huge  economic  risks.  Their  choice  may  be  to  shut  up  oi. 
up.  This  taxes  free  speech.  The  result  must  "chill"  open  dif. 
sion — as  Justice  Stephen  Breyer  noted  in  dissent — bee 
when  you  tax  something,  you  often  get  less  of  it. 

—ROBERT  J.  SAMUELSON,  Washington 

Un-Inspired  Leadership  only  in  the  strange  i 

of  the  United  Nations  does  it  make  sense  to  put  some  o! 
world's  biggest  censors  in  charge  of  writing  rules  for  the  Ii 
net.  But  Cuba,  Iran  and  other  oppressive  governments  are 
ting  ready  for  the  UN  Summit  on  the  Information  Sociei 
December.  And  Cuba  has  proposed  several  resolutions  foi 
summit  to  endorse — among  them,  that  media  accountab 
"should  be  enhanced  through  targeted  measures  of  screenir 
governments"  and  that  all  major  decisions  on  Internet  tr 
should  be  subject  to  government  regulations. 

—CHARLES  OLIVER,  Reason  Oi 

AlmOSt  FamOUS  Celebrity-worship  and  hero-wor 
should  not  be  confused.  Yet  we  confuse  them  every  day,  an 
doing  so  we  come  dangerously  close  to  depriving  ourselv< 
all  real  models.  We  lose  sight  of  the  men  and  women  wto 
not  simply  seem  great  because  they  are  famous  but  are  fan 
because  they  are  great.  We  come  closer  and  closer  to  degra>  £ 
all  fame  into  notoriety. 

—DANIEL  J.  BOORSTIN,  The  Image 
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ant  partner  to  many  of  the  world's  leading  companies.  It  is  this  same  visionary  thinking  that  has 
■100  Index  Tracking  Stock*"  (symbol:  QQQ).  ^1  Mk  £■"  f^  Jk  PlfTMTl 
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POINT-COUNTERPOINT 


Brian  Bingham 


UNIST 


T.  J.  Karklins 


LEVERAGING 
OFFSHORE  CRM 

Beyond  the  Cost  Advantage 

Escalating  domestic  labor  costs,  skilled  low-cost  workforces  overseas,  technological  advances  and  globalization 
vertical  markets  are  making  offshore  CRM  a  highly  attractive  strategy  for  companies  looking  to  save  30%  or  m 
customer  contact  costs. 

What  are  the  best  models  for  offshore  CRM,  as  well  as  the  quantifiable  benefits  —  and  pitfalls?  Two  top  offshore  e 
illuminate  these  and  other  issues  in  this  point-counterpoint  discussion. 


ir 


Brian  Bingham  is  the  program  manager  for  CRM  and  Customer 
Care  Services  research  at  IDC,  providing  market  analysis,  research 
and  consulting  on  key  aspects  of  the  CRM,  business  intelligence, 
data  analytics  and  contact  center  services  industries. 

T.  J.  Karklins  is  the  managing  director  for  Avaya's  Offshore 
Solutions  Group,  which  has  successfully  executed  contact  center 
and  BPO  globalization  initiatives  for  the  last  nine  years. 

BB:  The  predominate  factors  driving  offshore  CRM  are  cost  based 
—  trimming  the  operational  costs  associated  with  providing  quality 
customer  care  to  customers  and  business  partners  —  but  there  are 
broader  value  benefits  as  well. 

You  need  to  deliver  extra  value  for  the 
customers  and  leverage  labor  arbitrage. 

—  Brian  Bingham 

TJK:  You're  right,  Brian.  Regions  with  emerging  economies  have 
large  pools  of  affordable,  college-educated,  trained  personnel. 
Highly  scalable  contact  center  and  back-office  operations  can  be 
initiated  in  these  locations  cost-effectively,  taking  advantage  of  new 
communication  architectures  and  leveraging  legacy  investments. 

BB:  And  while  you  need  to  consider  many  factors  to  calculate  the 
actual  cost  differential  for  offshore,  savings  of  30%  to  40%  for  a 
comparable  service  —  with  a  greater  variety  of  abilities  and  skills  — 
are  not  uncommon  for  an  operational  enterprise.  Outsourcing  is  an 
option,  but  there's  always  going  to  be  some  kind  of  blended  need. 
With  that  approach,  you'll  still  capture  the  labor-arbitrage  benefits 
of  an  offshore  service,  but  an  onshore  presence  will  lessen  the 
overall  cost  savings. 

TJK:  And  if  you  do  it  yourself  you  !iave  the  ability  to  save  something 
that  approximates  the  net  margins  that  these  outsource  companies 
tend  to  track  to  —  somewhere  between  10%  and  15%.  The  ques- 


tion is  whether  you  have  an  international  management  team  tl 
execute  cleanly  to  ensure  you  don't  erase  any  incremental  sa 

BB:  Technology  is  central  in  all  of  this.  It  has  made  an  o< 
strategy  relatively  simple  compared  with  the  way  it  used  to  t 
ability  to  shift  interaction  to  any  given  location  in  real  time 
essential,  particularly  with  some  of  the  factors  that  have 
into  play  after  9/1 1 . 

TJK:  Bandwidth  price  reduction,  scalability  and  standardiza] 
software  systems  all  play  into  it.  We  can  now  have  two,  tn 
four  thousand  agents  visible  to  a  single  instance  of  softwarj 
not  only  makes  it  easy  to  decide  where  to  send  work,  but 
report  on  it  very  neatly.  This  has  really  been  the  major  enabk 

BB:  Yet  there  are  risks.  Some  of  those  are  related  to  the  soc 
geopolitical  instability  that  tends  to  be  associated  with  plac 
India  and  areas  within  the  Philippines.  Other  issues  also  con 
play,  such  as  the  local  business  environment  and  how  th 
government  is  helping  that  process. 

So  the  real  question  is  whether  this  is 
a  cost  arbitrage  game  at  heart  —  or  is  it 
a  skills  arbitrage  game? 

—  T.  J.  Karklins 

TJK:  And  one  of  the  bigger  challenges  in  this  whole  area  cc 
the  effectiveness  of  business  process  transition.  How  you  tra 
to  the  offshore  model  and  how  you  manage  it  is  important. 

BB:  Yes,  I  think  that's  the  key.  The  facilitation  of  customer  i 
tion  has  to  be  performed  as  an  art  and,  as  such,  must  move  t 
a  simple  cost-based  operation.  You  need  to  deliver  extra  va 
the  customers  and  leverage  labor  arbitrage. 

TJK:  So  the  real  question  is  whether  this  is  a  cost  arbitrage  g 
heart  —  or  is  it  a  skills  arbitrage  game?  I  think  some  compan 
finding  that  they're  getting  value  from  both. 


UNISYS 

Imagine  it.  Done. 


By  Michael  Roney 


For  the  full  debate,  go  to 
www.unisys.com/experts/bbvstjk  or 
www.forbes.com/specialsections/unisys-offshorecrm.fl 


hen  Quest  Diagnostics 

lose  to  partner 

ith  Unisys, 

ey  had  a  million  reasons. 


sres  one. 


m 


Systems  Integration. 

Outsourcing. 

Infrastructure. 

Server  Technology. 

Consulting. 

Imagine  it: 

Faster,  optimized  access  to  test  results, 
when  each  one  is  vital  to  doctor  and  patient  - 
through  an  IT  infrastructure  handling  over  250 
n  lillion  rests  a  year.  One  common,  unified 
hel|  >  desk  network  to  consolidate  all  mainte- 
nance and  support  for  solutions  24/7. 

Done: 

Quest  Diagnostics  chose  Unisys  as  an 
outsourcing  partner  to  standardize  and 
manage  its  desktop  services  -  across 
more  than  1 ,000  patient  service  centers 
and  laboratories  with  over  10,000  desktop 
users.  The  Unisys  team  achieved  full 
implementation  in  just  90  days,  reducing 
desktop  service  costs  by  1 1  %  -  to  help 
Quest  Diagnostics  deliver  on  speed, 
accuracy  and  growth. 

Infrastructure  support  with  precision  thinking, 
relentless  execution  to  drive  your  vision  forward. 


UNISYS 

Imagine  it.  Done. 

unisys.com     1 .800.874.8647  x373 

■3  a  registered  badem&k  of  Unsys  Corporation. 


Announcing  an  inspirational  cross-country  bicycling  event 
to  promote  cancer  awareness  and  cancer  research. 


It's  one  of  the  most  exciting  events 
ever  undertaken  in  the  battle 
against  cancer.  A  week-long,  coast- 
to-coast  journey,  to  inspire  and 
inform  Americans  about  cancer 
research,  and  the  vital  importance 
of  clinical  trials  in  developing  new 
medicines. 

The  extraordinary 
Tour  of  Hope  Team 

They're  researchers,  nurses  and 
physicians  who  care  for  cancer 
patients.  Family  members  who  have 
been  touched  lw  th<  disease.  ^  'nicer 
survivors  with  am      tig  stories. 
Twenty-six  unique  ,,n^  inspiring 


individuals,  who  will  relay  ride  their 
bikes  day  and  night  across  America. 
And  at  the  start,  the  finish,  and 
points  along  the  way,  they'll  be 
joined  by  Lance  Armstrong,  five- 
time  Tour  de  France  winner,  cancer 
survivor,  and  passionate  advocate 
for  cancer  research. 

Clinical  trials  — 
the  path  to  new  medicines 

There  are  approximately  400  new 
cancer  treatments  waiting  to  be 
studied.  Yet  fewer  than  5  percent  of 
adult  cancer  patients  participate  in 
clinical  trials.  Medicines  in  devel- 
opment can  be  lifesavers  and  offer 


hope  for  the  future,  so  patient  p 
ticipation  is  vital. 

Bristol-Myers  Squibb  — 
leading  the  way  for  four  decac 

For  over  forty  years,  Bristol-Mye,^ 
Squibb  has  been  at  the  forefront™ 
of  cancer  research,  and  today  ou,|r 
pipeline  is  full  of  promising  therat^|( 
for  breast,  lung,  colorectal  and  oth  L 
cancers.  The  Tour  of  Hope  expres  L 
our  unwavering  commitment  to  L 
cancer  patients.  At  Bristol-Mye  L 
Squibb,  the  race  against  cancer -L 
and  heart  disease,  schizophrenia  L 
AIDS,  diabetes,  and  other  illnesse  ,q 
never  stops. 
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HP  Bristol-Myers  Squibb  Compar 

Hope,  Triumph,  and  the  Miracle  of  Medicin 

www.tourofhope.org 
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JRRENT  EVENTS 

i 
'aul  Johnson 


The  Long  Haul  in  Iraq 


JCANS  IN  GENERAL,  AND  PRESIDENT  GEORGE  BUSH  IN  PAR- 
r,  shouldn't  be  dismayed  by  the  difficulties  in  Iraq.  The 
try  is  an  artificial  creation  and  notoriously  difficult  to 
-even  by  dictatorial  terror,  as  Saddam  Hussein  found  out. 
ighout  his  rule,  Saddam  faced  violent  opposition,  punctu- 
)y  uprisings  in  the  north  and  south,  and  was  never  secure, 
te  his  regime's  savage  repression. 

■esident  Bush  has  been  handicapped  in  Iraq  by  liberal  Western 
i  that  are  eager  to  find  "I  told-you-so"  problems  and  that, 
exaggerating  the  opposition  to  U.S.-British  rule,  have  ignored 
•ogress  being  made  in  rebuilding  Iraq's  infrastructure,  long 
cted  during  Saddam's  career  of  militarism.  Mr.  Bush  also 
d  an  important  trick  by  failing  to  appoint  a  "supremo"  to  fill  a 
imilar  to  the  one  General  Douglas  MacArthur  held  in  post- 
I  Japan.  The  former  mayor  of  New  York,  Rudolph  Giuliani, 
1  have  been  the  perfect  choice — a  world-famous  figure  with  a 
n  record  of  turning  urban  chaos  into  orderly  progress  through 
gent  severity.  Maybe  it's  not  too  late  to  put  him  in  charge. 

e  Is  on  America's  Side 

pation  forces  are  quickly  learning  how  to  respond  to  urban 
rism  and  sabotage  by  deploying  special  forces  equipped 
the  right  weapons  and  vehicles  (and  training);  by  infiltra- 
by  rewards — paid  promptly,  and  seen  to  be  paid;  and  by 
oping  a  ubiquitous  system  of  informants,  not  difficult,  in 
where  there  are  so  many  minorities  with  scores  to  settle. 
:rrorism  in  Iraq  is  attracting  al  Qaeda,  which  is  investing 
and  more  of  its  limited  resources  there  in  order  to  raise  its 
ge  in  the  Arab  world.  But  the  blurring  of  distinctions  between 
am  and  international  terrorism  helps  America's  overall 
gy.  'Moreover,  it  is  easier  for  American  forces  to  capture  or, 
essary,  kill  al  Qaeda  activists  in  Iraq  than  anywhere  else. 
Ir.  Bush  was  right  to  expand  the  facilities  at  Guantanamo 
4ost  terrorists  do  not  fear  death  in  action  or  imprisonment 
lormal  custody  situation  where  there  is  the  chance  of  a 
out  or  amnesty.  The  one  thing  they  do  fear  is  internment 
iantanamo.  Almost  by  accident,  America  has  hit  upon  the 


Vladimir  Putin  should  be  persuaded  to  send  at  least  a  token 
force  to  Iraq,  especially  if  America  agrees  to  cover  its  pay  (always 
in  arrears).  If  Russia  were  to  join  the  occupation,  the  chances  of 
China's  following  would  be  much  higher.  And  China  has  units 
trained  and  experienced  in  skirmishes  against  fundamentalists, 
in  which  the  Chinese  have  been  much  more  successful  than 
their  Russian  counterparts. 

A  Helping  Hand 

Even  more  important  is  involving  Asia's  two  major  free  states, 
India  and  Japan.  India's  parliamentarians  have  been  reluctant  to 
send  troops  to  Iraq,  but  the  Bombay  (now  officially  known  as 
Mumbai)  outrages  in  August — likely  the  first  in  a  series — 
should  sway  opinion  in  favor  of  a  united  global  front  against 
international  terror. 

The  Indian  army  has  a  long  tradition  of  dealing  with  mili- 
tant religious  and  tribal  leaders,  as  well  as  with  fundamentalists 
of  all  kinds,  along  its  enormous  Himalayan  frontier.  Some  of  its 
special  forces  units  are  as  good  as  or  better  than  any  troops  the 
Americans  and  British  can  provide;  the  army  also  speaks  Eng- 
lish and  utilizes  similar  drills,  tactics  and  psychology.  India  is, 
after  all,  the  world's  most  populous  democracy  and  ought  to  be 
actively  involved  in  what  is  a  global  campaign  to  bring  democ- 
racy to  countries  that  have  never  known  it. 

Equally  significant  is  Japan's  potential  contribution.  Japan 
has  rarely  experienced  terrorism  because  of  its  relatively  wide- 
spread racial  homogeneity.  But  its  crowded  infrastructure  and 
urban  sprawl  make  it  more  vulnerable.  America  should  empha- 
size that  it  would  be  in  Japan's  best  interests  to  acquire  experi- 
ence in  dealing  with  the  problems  of  terrorism. 

The  most  persuasive  argument  for  Japan's  involvement,  how- 
ever, is  the  real  and  imminent  threat  posed  by  North  Korea.  This 
has  already  led  the  Japanese  parliament  to  remove  some  of  the 
country's  pacifist  legal  structure.  North  Korea  has  made  clear  that  it 
intends  to  further  develop  and  sell  its  missile  technology,  which  will 
almost  certainly  be  used  for  terrorist  purposes.  Everyone  knows  the 
North  Korean  threat  must  sooner  or  later  be  met  by  force.  Both 


ological/legal  solution  to  the  captured-terrorist  problem,      Japan  and  America  have  an  interest  in  working  closely  together,  and 


t  strikes  a  chill  into  the  darkest  of  fundamentalist  minds, 
resident  Bush  must  broaden  the  burden  of  responsibility 
q  by  convincing  those  governments  that  also  have  trouble 
Muslim  extremists  to  send  troops  and  specialists.  Russia's 
aign  against  the  Chechen  irredentists  is  faltering.  President 


a  shared  operation  in  Iraq  would  make  an  excellent  starting  point. 
But  first  Mr.  Bush  must  make  clear  beyond  the  shadow  of  a 
doubt  that  he  intends  to  stay  in  Iraq  until  the  job  is  done  and 
that  he  will  not  allow  electoral  considerations  to  deter  him  from 
providing  the  means.  F 


^|^  Paul  Johnson,  eminent  British  historian  and  author:  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the 

Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing  this  column.  To  see 
past  Current  Events  columns,  visit  our  Web  site  afwww.forbes.com/currentevents. 
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Even  the  smallest  error  in  communication  can  lead  to  confusion. 
Odds  are,  it's  affecting  your  revenue  in  a  big  way. 


Producing  and  delivering  business  commu- 
nications seems  simple  enough.  Why.  then,  do  so 
many  companies  so  often  send  bills  to  the  wrong 
people;  mail  important  packages  with  too  little 
postage;  and  lose  digital  documents  in  cyberspace? 
It  all  adds  up  to  a  logjam  that  prevents  revenue 
from  reaching  your  bottom  line. 

Pitney  I  wes  can  help.  Through  a  combination 
i  if  unique  pr<  s  and  high-value  services,  we  can 

generate  rem;  kable  changes  across  your  entire 
business,  inc!  increase  in  profits. 


A  good  example:  BP.  Our  document  manage- 
ment solution  helped  them  shorten  billing  cycles 
and  enabled  rapid  receipt  of  payments,  freeing 
millions  in  working  capital. 

Find  out  how  we  can  achieve  similar  results  for 
you.  Call  1  866  DOC  FLOW  or  visit  pb.com/errorfree 
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Compliance  Is  Free 


H  ALL  MY  HEART  AND  SOUL,  I  HATE  SARBANES-OXLEY.  I 
ke  the  disproportionate  burden  it  places  on  small-cap  com- 
es. I  loathe  the  paperwork  it  piles  onto  startups.  This  idea  that 
Irtup  should  forgo  hiring,  say,  three  engineers  in  order  to  pay 
iarbox  legal  and  accounting  fees  is  beyond  dumb.  It's  suicidal 
he  .American  economy,  which  gets  its  vitality  from  startups. 
intolerable  was  Congress'  shaking  its  fist  at  American  business- 
,  last  summer.  This  same  Congress,  which  spends  Social  Secu- 
iunds  within  minutes  of  collecting  them,  is  unwilling  to  take  its 
medicine.  Hypocrites!  Let  us  hereby  propose  that  all  100  U.S. 
tors  and  all  435  House  representatives  stand  up  before  the  TV 
eras — C-SPAN  would  be  fine — once  a  year,  and,  with  hands 
learts,  swear  to  the  truthfulness  of  their  own  numbers. 
Dr  risk  jail. 

ifet . . .  Sarbox  could  have  a  silver  lining.  Here's  why.  You  have 
)mply  anyway;  it's  the  law.  No  going  back.  No  appealing  to  a 
ier  authority.  Come  June  1,  2004  the  CEOs  and  CFOs  of  big- 
firms — small  caps  have  until  2005 — will  have  to  rise  and 
are  that  their  corporate  financial  reports  are  accurate.  Period. 
Kbu're  left  with  two  courses  of  action.  You  can  comply 
igingly.  Of  course,  even  the  barest  compliance  work  is  a 
c-buster.  Or  you  can  turn  lemons  into  lemonade  and  use 
K>x  compliance  as  an  excuse  to  make  your  company  run  bet- 
[he  lemonade  way  is  harder  work.  But  over  time  it  could  pay 
tself,  just  as  the  1990s  drive  for  greater  quality  paid  for  itself. 
Duality  is  now  free.  Compliance  can  be,  too. 

der  the  Microscope 

lors  Don  Tapscott  and  David  Ticoll,  in  their  new  book,  The 
ed  Corporation,  make  a  case  for  transparent  business  models. 
ms  that  operate  with  candor,  integrity  and  engagement,"  they 
e,  "are  the  most  likely  to  survive  and  thrive."  According  to  the 


authors,  Sarbox-like  corporate  proctoscopies  are  going  to  happen 
whether  you  like  them  or  not.  "In  a  world  of  instant  communica- 
tions, whistleblowers,  inquisitive  media  and  Googling,  citizens 
and  communities  routinely  put  firms  under  the  microscope." 

Why  not  use  Sarbox  to  open  a  window  to  your  firm's  true 
potential  and  risk?  "By  the  detailed  examination,  documenta- 
tion and  flow-charting  of  financial  processes,  executives  will 
develop  a  more  intimate  understanding  of  the  relationships  of 
key  variables  and  be  more  confident  in  their  decisions,"  writes 
Michael  Fox  in  the  Minneapolis  Star-Tribune. 

Jeff  Henley,  the  CFO  of  Oracle,  says  companies  showing 
openness  and  honesty  to  shareholders  will  be  rewarded  with 
higher  multiples  in  their  share  prices.  Moody's  may  soon  start 
ranking  firms  by  their  compliance  practices,  much  the  way  cor- 
porate bonds  are  rated  today. 

Companies  such  as  IBM,  Oracle  and  SAS  Institute  will  show 
you  how  to  make  lemonade  out  of  Sarbox  lemons.  I  especially 
think  SAS  has  the  right  product  for  the  right  time.  SAS,  as  it  hap- 
pens, sells  software  that  helps  a  drug  company  track  its  new  pill 
through  the  Food  &  Drug  Administration  approval  process.  This 
procedure  adapts  well  to  Sarbox  compliance,  says  SAS  Chairman 
Jim  Goodnight.  "The  biotech  CEO  needs  to  know,  sometimes 
daily,  how  the  FDA  approval  process  is  going.  Likewise,  the  CEO 
of  a  public  company  will  need  to  know  his  compliance  risks." 

Sarbox  is  full  of  surprises,  warns  David  Katz  on  CFO.com. 
One  is  a  demand  for  disclosure  speed.  "A  pending  commission 
requirement  would  force  companies  to  disclose  a  burgeoning 
menu  of  material  events  in  just  two  days,"  writes  Katz. 

"Gotta  be  kidding!"  you  say.  But,  imagining  lemonade,  you 
could  also  say,  "Ya  know,  I  always  wanted  an  executive  dashboard 
that  presented  that  information  to  me  in  real  time." 

Go  make  some  lemonade. 


VCs  Should  Welcome  Disclosure 


UOIA  CAPITAL  HAS  TOLD  THE  UNIVERSITY  OF  CALIFORNIA 
the  University  of  Michigan  to  bugger  off.  The  Silicon  Valley 
ure  capital  firm  is  deeply  opposed  to  public  disclosure  of  its 
i  performances.  This  puts  Sequoia  on  a  collision  course  with 
fornia  and  Michigan.  Public  universities,  which  typically  invest 
of  their  endowment  in  venture  capital,  are  being  pressured 
isclose  results  of  those  investments  to  the  taxpaying  public. 
Sequoia  says  it  would  rather  turn  down  the  money  .than  disclose. 
>  absolutely  mystifies  me.  Sequoia,  by  everyone's  reckoning,  is 
of  the  top  five  venture  capital  firms  in  the  U.S.  The  firm  began 
972  and  has  regularly  produced  annual  returns  in  the  neighbor- 
d  of  40%.  The  last  two  funds  have  been  slight  moneylosers. 


I  suppose  this  embarrasses  Sequoia.  But  compared  with  what? 

Eight  out  of  ten  venture  capital  firms  in  the  U.S.  are  net 
moneylosers!  That's  because  the  vast  majority  of  these  jokers, 
latecomers  to  the  Net  Ball,  were  started  after  1996. 1  know.  I'm  in 
one  of  those  circa- 1999  stinko  funds.  It's  merrily  on  its  way  to 
tanking  75%  of  its  capital.  (Karlgaard's  Law:  Never  invest  in  a 
fund  that  asks  you  to  invest.) 

Sequoia  is  foolish  to  stand  athwart  the  21st  century's  trans- 
parency juggernaut  yelling:  "Stop!"  The  firm  should  welcome 
disclosure.  Nothing  will  clear  the  field  of  crappy  VCs  faster.      F 

T^Vy|«l-wic  I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
-is!  I  or  e-mail  him  at  publisher@forbes.com. 
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Even  the  smallest  error  in  communication  can  lead  to  confusion. 
Odds  are,  it's  affecting  your  revenue  in  a  big  way. 


Producing  and  delivering  business  commu- 
nications seems  simple  enough.  Why,  then,  do  so 
many  companies  so  often  send  bills  to  the  wrong 
people;  mail  important  packages  with  too  little 
postage;  and  lose  digital  documents  in  cyberspace? 
It  all  adds  up  to  a  logjam  that  prevents  revenue 
from  reaching  your  bottom  line. 

Pitney  B<  iwes  ran  help.  Through  a  combination 
of  unique  pr<  :•  I  s  and  high-value  services,  we  can 
generate  rei  changes  across  your  entire 

business,  incluc  increase  in  profits. 


A  good  example:  BP.  Our  document  manage- 
ment solution  helped  them  shorten  billing  cycles 
and  enabled  rapid  receipt  of  payments,  freeing 
millions  in  working  capital. 

Find  out  how  we  can  achieve  similar  results  for 
you.  Call  1  866  DOC  FLOW  or  visit  pb.com/errorfree 
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Compliance  Is  Free 
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ne  the  disproportionate  burden  it  places  on  small-cap  com- 
es. I  loathe  the  paperwork  it  piles  onto  startups.  This  idea  that 
rtup  should  forgo  hiring,  say,  three  engineers  in  order  to  pay 
arbox  legal  and  accounting  fees  is  beyond  dumb.  It's  suicidal 
he  American  economy,  which  gets  its  vitality  from  startups. 
jitolerable  was  Congress'  shaking  its  fist  at  American  business- 
last  summer.  This  same  Congress,  which  spends  Social  Secu- 
iinds  within  minutes  of  collecting  them,  is  unwilling  to  take  its 
medicine.  Hypocrites!  Let  us  hereby  propose  that  all  100  U.S. 
tors  and  all  435  House  representatives  stand  up  before  the  TV 
eras — C-SPAN  would  be  fine — once  a  year,  and,  with  hands 
earts,  swear  to  the  truthfulness  of  their  own  numbers. 
Dr  risk  jail. 

ifet . . .  Sarbox  could  have  a  silver  lining.  Here's  why.  You  have 
)mply  anyway;  it's  the  law.  No  going  back.  No  appealing  to  a 
er  authority.  Come  June  1, 2004  the  CEOs  and  CFOs  of  big- 
firms — small  caps  have  until  2005 — will  have  to  rise  and 
ire  that  their  corporate  financial  reports  are  accurate.  Period, 
fou're  left  with  two  courses  of  action.  You  can  comply 
igingly.  Of  course,  even  the  barest  compliance  work  is  a 
i-buster.  Or  you  can  turn  lemons  into  lemonade  and  use 
ox  compliance  as  an  excuse  to  make  your  company  run  bet- 
rhe  lemonade  way  is  harder  work.  But  over  time  it  could  pay 
tself,  just  as  the  1990s  drive  for  greater  quality  paid  for  itself. 
Quality  is  now  free.  Compliance  can  be,  too. 

der  the  Microscope 

iors  Don  Tapscott  and  David  Ticoll,  in  their  new  book,  T\\e 
ed  Corporation,  make  a  case  for  transparent  business  models, 
ms  that  operate  with  candor,  integrity  and  engagement,"  they 
e,  "are  the  most  likely  to  survive  and  thrive."  According  to  the 


authors,  Sarbox-like  corporate  proctoscopies  are  going  to  happen 
whether  you  like  them  or  not.  "In  a  world  of  instant  communica- 
tions, whistleblowers,  inquisitive  media  and  Googling,  citizens 
and  communities  routinely  put  firms  under  the  microscope." 

Why  not  use  Sarbox  to  open  a  window  to  your  firm's  true 
potential  and  risk?  "By  the  detailed  examination,  documenta- 
tion and  flow-charting  of  financial  processes,  executives  will 
develop  a  more  intimate  understanding  of  the  relationships  of 
key  variables  and  be  more  confident  in  their  decisions,"  writes 
Michael  Fox  in  the  Minneapolis  Star-Tribune. 

Jeff  Henley,  the  CFO  of  Oracle,  says  companies  showing 
openness  and  honesty  to  shareholders  will  be  rewarded  with 
higher  multiples  in  their  share  prices.  Moody's  may  soon  start 
ranking  firms  by  their  compliance  practices,  much  the  way  cor- 
porate bonds  are  rated  today. 

Companies  such  as  IBM,  Oracle  and  SAS  Institute  will  show 
you  how  to  make  lemonade  out  of  Sarbox  lemons.  I  especially 
think  SAS  has  the  right  product  for  the  right  time.  SAS,  as  it  hap- 
pens, sells  software  that  helps  a  drug  company  track  its  new  pill 
through  the  Food  &  Drug  Administration  approval  process.  This 
procedure  adapts  well  to  Sarbox  compliance,  says  SAS  Chairman 
Jim  Goodnight.  "The  biotech  CEO  needs  to  know,  sometimes 
daily,  how  the  FDA  approval  process  is  going.  Likewise,  the  CEO 
of  a  public  company  will  need  to  know  his  compliance  risks." 

Sarbox  is  full  of  surprises,  warns  David  Katz  on  CFO.com. 
One  is  a  demand  for  disclosure  speed.  "A  pending  commission 
requirement  would  force  companies  to  disclose  a  burgeoning 
menu  of  material  events  in  just  two  days,"  writes  Katz. 

"Gotta  be  kidding!"  you  say.  But,  imagining  lemonade,  you 
could  also  say,  "Ya  know,  I  always  wanted  an  executive  dashboard 
that  presented  that  information  to  me  in  real  time." 

Go  make  some  lemonade. 


VCs  Should  Welcome  Disclosure 


UOIA  CAPITAL  HAS  TOLD  THE  UNIVERSITY  OF  CALIFORNIA 
the  University  of  Michigan  to  bugger  off.  The  Silicon  Valley 
ure  capital  firm  is  deeply  opposed  to  public  disclosure  of  its 
1  performances.  This  puts  Sequoia  on  a  collision  course  with 
fornia  and  Michigan.  Public  universities,  which  typically  invest 
of  their  endowment  in  venture  capital,  are  being  pressured 
isclose  results  of  those  investments  to  the  taxpaying  public. 
Sequoia  says  it  would  rather  turn  down  the  money  than  disclose. 
» absolutely  mystifies  me.  Sequoia,  by  everyone's  reckoning,  is 
of  the  top  five  venture  capital  firms  in  the  U.S.  The  firm  began 
972  and  has  regularly  produced  annual  returns  in  the  neighbor- 
d  of  40%.  The  last  two  funds  have  been  slight  moneylosers. 


I  suppose  this  embarrasses  Sequoia.  But  compared  with  what? 

Eight  out  of  ten  venture  capital  firms  in  the  U.S.  are  net 
moneylosers!  That's  because  the  vast  majority  of  these  jokers, 
latecomers  to  the  Net  Ball,  were  started  after  1996. 1  know.  I'm  in 
one  of  those  circa- 1999  stinko  funds.  It's  merrily  on  its  way  to 
tanking  75%  of  its  capital.  (Karlgaard's  Law:  Never  invest  in  a 
fund  that  asks  you  to  invest.) 

Sequoia  is  foolish  to  stand  athwart  the  21st  century's  trans- 
parency juggernaut  yelling:  "Stop!"  The  firm  should  welcome 
disclosure.  Nothing  will  clear  the  field  of  crappy  VCs  faster.      F 
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So  Much  for  Diversification 


he  Hilbert  Foun- 
dation, charitable 
conduit   of  ex- 
Conseco  boss  Stephen 
Hilbert,  dropped  in  as- 
sets from  $30.5  million 
1998    to    a   mere 


$180,835  at  the  end  of 
2002.  Reason:  the 
meltdown  in  Conseco 
stock,  which  had  con- 
stituted 97%  of  the  In- 
dianapolis institution's 
assets  and  which,  thanks  to  bankruptcy,  was  valued  at  zero. 
Grants  handed  out  fell  from  $4  million  in  1998  to  $770,000  last 
year.  Once  hailed,  together  with  his  wife,  as  a  leading  philan- 
thropist, Hilbert  quit  his  post  at  insurer  Conseco  under  ex- 
treme pressure  in  2000.  — Janet  Novack  and  William  P.  Barrett 

Take  2  Pills,  Call  Me  in  the  Cook  Islands 

Something  called  the  National  Medical  Foundation  for  Asset 
Protection  says  doctors  can  get  continuing  medical  education 
credit  for  taking  courses  on  how  to  frustrate  lawsuits  against 
them  by  patients.  The  Provo,  Utah  group  contends  freedom 
from  fear  of  bankruptcy  improves  the  quality  of  medical  care. 
Among  topics  covered:  how  to  minimize  liability  for  the  acts  of 
staff,  which  jurisdictions  provide  the  best  asset  protection  and 
"how  to  discourage  suits  from  being  filed."  Says  a  spokesman  for 
the  American  Medical  Association,  which  encourages  ongoing 
training  and  ethics,  "It  certainly  seems  odd." — J.N.  and  W.P.B. 

Like  Father,  Like  Son? 

An  Internal  Revenue  Service  notice  in  the  Federal  Register  says 
John  T.  Dorrance  IV  has  given  up  U.S.  citizenship.  Is  this  the  30- 


something  great-grandson  of  John  Dorrance,  who  invented 
water-elimination  process  that  made  Campbell  Soup  the 
tion's  biggest  soupmaker?  In  the  mid-1990s  John  T.  (Ippy)  I 
ranee  III — who  does  have  a  child  named  John  T.  IV — sold  $ 
million  of  Campbell  stock  after  renouncing  his  citizenship : 
decamping  for  Ireland,  where  capital  gains  are  untaxed 
Forbes  400  member  until  expatriation,  Dorrance  III  is  peril 
Ireland's  wealthiest  citizen.  Fils  and  pere  unreachable.  — W.J 

A  Shill  by  Any  Other  Name?  I 

A  new  U.S.  Tax  Court  lawsuit  by  one  George  Chang  of  Coi; 
ton,  Calif,  describes  his  career  from  1996  to  2000  as  a  "public 
lations  player"  at  Hollywood  Park  Casino  in  Inglewood.  Wr 
that  job?  "Help  start  games  for  the  casino  and  to  play  conti 
ally  in  games  which  needed  players,"  his  lawyer  wrote,  adc 
Chang  was  paid  as  much  as  $40  an  hour  but  gambled  wi 
own  funds.  The  IRS,  saying  Chang  won  $12.4  million  those 
but  paid  only  $13,000  in  taxes,  seeks  $8.6  million  in  taxes 
penalties.  Chang  contends  the  feds  wrongly  included  as  inco 
loans  he  later  repaid  to  casinos.  — J.N.  and  W.'i 


A  Different  Kind  of  Gatorade 

These  are  fat  times  for  makers  of  jerky,  that  nonrefrigerated,  ready-t 

eat  meat  product  long  a  staple  of  convenience  store  shelves.  The  Snai 

Food  Association  says  meat  snack  sales  rose  4.5%  last  year  to  $< 

billion.  Reasons:  popularity  of  the  high-protein  Atkins  diet  and  peopi 

with  no  time  to  cook.  Besides  beef  jerk 

*>.  j   there's  now  turkey  jerky  and  even  alligator  an 

X     s  emu  jerky.  With  the  exception  of  ConAgra,  tl 

jerky  industry  is  dominated  by  private  play — 

They  include  Oberto  Sausage  and  Jack  Link's, 

*   posting  18%-plus  annual  sales  g 

Can  an  IPO  be  far  behind? 

-Dirk  Si 


But  Pepsixxx  Might  Have  a  Little  More  Fizz 


Among  other  duties,  the  World  Intellectual  Property  Organization,  a  United  Nations  agency,  resolves  claims  that  Internet  domain  namel 
infringe  an  existing  trademark  or  celebrity  persona,  often  despite  deliberate  misspellings.  Below,  some  recent  decisions.  -W.,\ 


DOMAIN  NAME 

WINNING  PARTY 

LOSING  PARTY/LOCATION 

barnesandmoble.com 

Barnes  &  Noble  College  Bookstores 

Language  Direct/Tokyo                             ^A 

billoriley.com 

Fox  News  Network,  LLC 

Warren  Reid/Svdnev,  Australia                 ^^^k 

marlboro.com 

Philip  Morris 

R9.net/Dallas                                 J     ^ 

pepsixxx.com 

PepsiCo 

Amilcar  Perez  Lista/Vargas,  Venezuela    V 

porno-oscar.com 

Academy  of  Motion  Picture  Arts  &.  Sciences 

Chego  Nado/Sosi,  Turkey 

solomonsmithbarney.com 

S,  omon  Smith  Barney 

Amjad  Kauser/Karachi,  Pakistan           M         J 

starbtickscoffee  com 

St.  bucks 

Duncan  Freeman/ Atlanta                   ^^  { [ 

usatoda.com  Gannett 

vanguar.com  Vanguard  Grou^ 

vyagra.com  Pfizei 
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Joshuathan  Investments/Belize  City 
Lorna  Kang/Perak,  Malaysia 
John  Callum/Miami 


NOW  THERE'S  A  PUSH  TO  TALK 
THAT  WORKS  WHERE  YOU  DO. 


Contact  our  business  representatives  at  1.866.899.2862 
orlogontoverizonwireless.com 


Vetl  ^Onwireless 
We  never  stop  working  for  you: 


ant  Consumer  Information:  Subject  to  Customer  Agreement,  Calling  Plan,  credit  approval  &  terms  and  conditions  of  Push  to  Talk.  $175  cancellation  fee,  taxes,  other  charges 
ctifjns.  $35  activation  fee  with  1  yr.  term.  Cannot  combine  with  other  offers.  Usage  rounded  to  next  full  minute.  Unused  minutes  lost.  Coverage,  service  and  offers  not  available 
reas.  Only  available  in  National  Enhanced  Services  area  and  with  other  Verizon  Wireless  Push  to  Talk  subscribers.  See  www.verizonwireless.com/bestnetwork  for  details. 
I  Verizon  Wireless 


ON  MY  MIND 


By  Gordon  Bethune,  chief  executive  officer  of  continental  airlines 


Simplify,  Simplify,  Simplify 

Airplanes  come  in  too  many  flavors  for  pilots  and  mechanics.  That  sends  costs  out  of  cont 


I 


I  CAN'T  REMEMBER  A  WORSE  TIME  FOR  THE  AVIATION  INDUS- 
try.  Since  Sept.  11,  2001,  U.S.  airlines  have  lost  $19  billion  and 
eliminated  100,000  jobs.  Two  major  airlines  have  declared 
bankruptcy,  and  others  are  struggling  to  avoid  it.  The  recovery 
is  slow,  fuel  prices  are  high,  aviation  taxes  have  gone  up,  and 
expensive  security  mandates 
have  been  added.  And  in  our 
business,  you're  only  as  good  as 
your  dumbest  competitor. 

As  a  result  there's  way  too 
much  capacity,  pushing  fares 
down.  It's  been  a  tough  time  for 
investors,  passengers  and  employ- 
ees. What  should  be  done? 

People  used  to  say  that  when 
it  comes  to  airline  survival,  bigger 
is  better.  Now  we're  told  that 
point-to-point,  or  low-cost,  is 
better.  They're  wrong.  The  low- 
cost  business  model  doesn't  guar- 
antee success,  and  Continental  is 
proof  of  that.  In  the  1980s  and 
early  1990s  we  had  the  lowest 
costs,  and  we  still  lost  a  fortune 
(and  we're  struggling  to  get  back 
into  the  black  now).  And  some  of 
today's  biggest  carriers  have  a 
bankruptcy  judge  looking  over 
their  shoulder. 

Some  of  my  competitors  want  the  feds  to  cosign  $1  billion  in 
loans.  I  think  private  industry  can  and  should  solve  its  own 
problems.  If  the  airlines  are  to  survive,  government  handouts 
will  not  be  the  answer — fundamental  change  will.  Let's  get  rev- 
olutionary and  try  things  we  haven't  done  before. 

Currently,  most  of  an  airline's  costs  are  the  fixed  costs  of  air- 
planes, hangars  and  gates.  Because  of  the  complexity  built  into 
airplane  design  and  maintenance,  much  of  our  skilled  labor 
force  cannot  quickly  move  from  one  carrier  to  another  in  diffi- 
cult times.  Meanwhile,  aircraft  m  -nufacturers  and  their  suppli- 
ers, the  people  who  build  engines  and  airplane  parts,  do  not  now 
participate  in  the  long-term  risks  associated  with  owning  an  air- 
plane. We  can  cure  both  of  these  weaknesses  at  once. 

Manufacturers  like  Boeing  could  work  with  airlines  to  sell 
them  two  airplanes,  lor  example,  nd  pro\  icie  them  a  third  on 
short-term  rental.  That  way,  if  the  pes  south,  there's 

an  alternative  to  parking  planes  in  th<  oi  declaring  bank- 
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"The  chief  pilot  of  the  777  program — he  helped 

design  the  plane — can't  get  one  certification  to 

fly  all  777s.  The  cockpits  don't  look  alike." 


ruptcy  because  you  can't  make  your  payments. 

If  airlines  bought  and  maintained  a  universal  stan 
model,  they  could  return  the  rented  aircraft  to  the  manufact 
who  could  place  it  somewhere  else  in  the  world  where  the  e 
omy  is  more  robust.  With  a  smaller  likelihood  of  surplus 

craft,  financiers  would  be  i 
willing  to  lend  airlines  raon 
get  airplanes;  interest  rates 
aircraft  ownership  costs  w» 
decline,  and  we  could  elimn 
the  peaks  and  valleys  that  I 
plagued  the  airliner  manufa> 
ing  industry  for  decades. 

I  know  from  having  wo 
at  Boeing  for  many  years  tha; 
can  cut  costs  as  much  as  20<! 
limiting  options  on  an  airp 
Value,  safety  and  service  are 
the  customer  sitting  in  13F  is . 
cerned  most  about. 

Travelers  don't  care 
made  their  airplane's  electrc 
or  the  engines,  so  why  sh< 
manufacturers  offer  three, : 
or  five  choices?  If  you  want  1 
efficient,  offer  chocolate 
vanilla  but  skip  Rocky  Rl 
Manufacturers  should  tell 
buyers:  You  can  have  any  c 
you  want,  but  you  can't  change  the  design  or  the  way  the  p 
is  maintained  or  flown. 

Today  the  chief  pilot  of  Boeing's  777  program — the  guy 
helped  design  the  plane — can't  get  a  single  certification  t 
every  airline's  777s  because  cockpits  don't  look  alike.  The 
mechanics  at  one  airline  may  not  be  able  to  maintain  the  | 
airplane  operated  by  another  airline  without  additional  trail 
Instead  of  offering  loan  guarantees,  the  government  sh 
rethink  the  massive  tax  burden  and  fees  it  has  imposed  o: 
travelers  and  airlines.  We  shouldn't  have  to  pay  as  much  as 
of  a  $200  ticket  to  the  government.  We  need  to  remove  this 
weight  from  the  baggage  hold. 

Travel  in  the  U.S.  is  changing.  Continental  is  working  ha 
change  with  the  times.  The  smart  carriers  will  survive, 
together,  airlines,  aircraft  manufacturers,  airports  and  our  ] 
ners  can  make  the  U.S.  airline  industry  vibrant  and  profit 
without  government  handouts. 
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Times  like  these  call  for 
affordable  self-funding  solutions. 

Times  like  these  call  for  UnitedHealthcare. 

These  days,  everyone  is  looking  for  affordable  solutions  for  their  self-funded  health  benefits.  That's  why 
UnitedHealthcare  offers  funding  arrangements  with  outstanding  network  discounts.  However,  the  value  of  our 
solutions  doesn't  end  there. 

Those  network  discounts  come  as  a  result  of  the>nation's  largest  physician  and  hospital  network,  built  with  the 
leverage  of  over  18  million  consumers.  Our  single,  national  network  also  allows  us  to  give  you  consistent  plan  designs 
across  multiple  sites,  and  provides  the  kind  of  stability  that  gives  you  peace  of  mind. 

We  also  offer  exclusive  programs  and  services.  Our  Web  site,  wwwemployereservices.com  provides  you  industry- 
leading,  cost  efficient  reporting  and  management  capabilities  that  are  simpler,  easier  and  better.  And  our  entire  family  of 
plan  designs  is  integrated  with  our  portfolio  to  help  you  and  your  employees  get  the  most  out  of  your  health  care  resources. 

UnitedHealthcare  can  offer  you  self-funded  solutions  that  other  health  care  companies  simply  don't  have,  all  on 
a  single  platform  with  one  national  network.  To  learn  what  we  can  do  for  your  company  call  your  broker  or  consultant 
or  visit  www.unitedhealthcare.com. 


UnitedHealthcare* 

II   A  UnitedHealth  Group  Company 


Administrative  service  to  self-insured  plans  provided  by  United  HealthCare  Services,  Inc  , 
United  HealthCare  Insurance  Company,  or  United  HealthCare  Service  LLC. 


■►  unitedhealthcare.com 
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AM  A  SNARLING 
ACKOF 

OBERMANS. 

1  INTEGRATED  SECURITY.  I  HAVE  THE  POWER  TO  PROTECT 
JR  NETWORK  FROM  THE  INSIDE,  THE  OUTSIDE  AND  FROM 
RYWHERE  IN  BETWEEN.  I  ALWAYS  KNOW  WHO  IS  ON  THE 
EST  LIST  AND  HAVE  THE  POWER  TO  DENYTHOSE  WHO  AREN'T 
IT.  I  SNIFF  OUT  THREATS  SO  YOU  CAN  STAY  PRODUCTIVE. 
1  MORE  THAN  A  CISCO  3700  ROUTER. 


THIS  IS  THE  POWER  OF  THE  NETWORK.  HOW. 

cisco.com/securitynow 
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Net  of  Taxes 

Cash-starved  states  are  taxing  anything  that  isn't  nailed  down.  That  may  soon  include 
the  fast-growing  new  business  of  making  phone  calls  over  the  Internet,  by  scott  woolley 


THINK  TWICE  BEFORE  YOU 
hook  two  office  computers 
together  in  Tallahassee.  The 
Florida  Department  of  Rev- 
enue could  soon  accuse  you 
of  forming  a  "substitute 
communications  system"  and  sock  you 
with  a  9.17%  state  tax,  plus  additional 
local  levies. 

The  taxman's  logic  is  simple.  Like  the 
wider  Internet,  local  office  networks 
increasingly  offer  the  ability  to  carry  all 
sorts  of  phone  traffic,  not  to  mention 
e-mail  and  videoconferences.  Burger 
King,  the  U.S.  Commerce  department 
and  the  NBA's  Memphis  Grizzlies  are 
among  the  many  employers  shifting  their 
phone  traffic  to  the  Internet.  Consumers 
are  getting  in  on  the  act,  too:  45,000  have 
chucked  their  local  phone  company 
and  signed  up  with  an  Internet- 
based  firm  called  Vonage.  AT&T  and 
MCI  now  plan  to  offer  Vonage-style>er 
vices,  seeing  a  new  way  to  com- 
pete in  the  local  market. 

Cash-strapped  state  and 
local   governments  are 
fearing  the  end  of  a  cen- 
tury        >rth  of  tele- 
phone       -s.  (Make 
that  a  century-plus: 
Congress  pa  sed  a 
telephone  tax  to 
fund  th<  S]  mish- 
American  War. The 
war  ended  in  1898. 
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The  tax  lives  on.)  In  recent  months 
many  states  have  taken  steps  to  begin 
applying  the  old  regulations  and  taxes  to 
the  Internet. 

Last  month  Minnesota  became  the 
first  state  to  rule  that  it  has  the  authority 
to  regulate  Internet  phone  calls.  The 
state's  public  utility  commission  pointed 
out,  accurately,  that  the  only  difference  a 
consumer  can  see  between  a  regular 
phone  and  a  Vonage  phone  is  that  the  for- 
mer plugs  into  a  phone  jack,  the  latter 
into  a  broadband  Internet  connection. 


\t 
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Same  function,  same  regulation,  the  fy  k 
nesota   Public   Utilities   Commis; 
decreed. 

Nonsense,  say  the  phone  compaiAiii 
They  argued  in  Minnesota  and  elsewl'  i 
that  old  phone  regulations  should  < 
apply  to  calls  on  the  old  phone  netw  % 
and  that  state  governments  have  no 
to  determine  which  individual  data  p;?  it 
ets  on  the  Internet  are  voice  calls    t 
which  are  photos  of  the  family  vacat 
The  companies  will  have  a  chance  tc 
those  arguments  again:  Alabama 
North  Carolina  are  mulling  decrees  si :  { 
lar  to  Minnesota's. 

The  key  battleground  is  likely  to  b 

Washington.  The  Federal  Commun 

tions  Commission  is  under  increai| 

pressure  to  create  real  competition 

the  local   phone   market.  So 

strong-arming  local  phone  con 

nies  to  share  their  lines  with  ri 

hasn't  done  much  good.  Local  1 

have  risen  at  twice  the  rate  of  ii 

tion  in  the  last  three  year 

strong  ruling  freeing  Ir 

net  calls  from  regula 

could  quash  the  st£ 

efforts  and  invigo 

the  nascent  Intel 

calling  industry. 

Congress  a 

also  come  to 

Internet    pro 

nents'  aid.  C 

rent  version; 


ill  to  permanently  extend  the  ban  on 
g  Internet  access  also  expand  the 
ition  of  what  the  prohibition  covers, 
e  the  law  would  not  explicidy  clarify 
her  an  Internet  phone  call  is  a  phone 
>r  not,  Vonage  and  its  peers  "would 
a  good  argument  that  that  makes  the 
e  darn  thing  immune  from  taxes," 
rillman  Lay,  a  lawyer  at  Miller,  Can- 
in  Washington,  D.C.  He  represents 
;governments  and  opposes  the  bill. 
'he  states  are  busy  lobbying  the  feds 
:  them  keep  their  regulatory  power, 
attorney  general  in  Michigan  and 
nesota's  Department  of  Commerce 
comments  with  the  FCC  objecting  to 
World  Dialup,  a  service  that  lets  users 
3ther  subscribers  anywhere  in  the 
d  for  free.  Your  tax  money  at  work. 
'he  states'  objections  remind  Free 
Id  Dialup  founder  Jeffrey  Pulver  of 
arly  phone-versus-Internet  battles  in 
nid- 1990s.  Back  then  countries  such 
dia  and  Bangladesh  tried  to  protect 
■  telecom  tax  streams  by  banning 
national  phone  calls  over  the  Inter- 
Those  efforts  failed,  and  today  the 
nology  allows  many  of  the  same 
itries  to  do  a  bustling  business  run- 
customer  call  centers  that  serve  the 
Grumbles  Pulver:  "It's  ironic.  All 
:  years  later  the  U.S.  states  are  the  ones 
ig  like  Third  World  countries."        F 

ATES  ON  THE  PROWL 

rida 

iscussing  tax  on  office  computer 
rorks  as  "substitute  communications 
forks." 

inesota 

August  became  first  state  to  regulate 
I  Internet  calls. 

higan 

ghting  free  international  calling 
ice  that  uses  the  Internet. 

bama 

urrently  considering  proposal  to 
late  local  Internet  calls. 

th  Carolina,  Colorado, 
insylvania,  Illinois,  Ohio 

aunched  hearings/inquiries  on 
met  calling. 

es:  States:  Pulver.com. 
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The  guys  who  brought  you  the  venture  capital  boom  are 
turning  to  buyouts  in  the  bust.  It  won't  work  for  everyone. 

BY  ERIKA  BROWN 

In  a  technology  bust,  how  does  a  venture  capital  fund  stay  busy?  By  doing  buy- 
outs. Last  month  Austin  Ventures,  an  Austin,  Tex.-based  VC  firm,  signed  a  $128  mil- 
lion deal— $88  million  in  equity  and  $40  million  in  debt— for  privately  held  Stak- 
tek,  a  company  that  designs  high-density  memory  chips.  AV  spent  more  on  that  one 
deal  than  on  all  18  early-stage  investments  made  this  year.  Most  of  those  were  in  two- 
man  "companies"  with  little  more  than  an  idea  and  a  few  PowerPoint  slides.  Staktek, 
however,  is  a  13-year-old  firm  with  $60  million  in  revenue,  60  patents  and  a  customer 
list  that  includes  Dell,  HP  and  IBM.  "We're  looking  at  five  other  deals  just  like  this,"  says 
Joseph  Aragona,  the  VC  who  managed  the  Staktek  deal. 

Some  $75  billion  in  venture  capital  is  still  waiting  to  be  spent.  VCs  can't  possibly 
seed  enough  fledglings  in  this  mar- 
ket to  justify  hanging  on  to  that 
wad.  Last  year's  return  on  early- 
stage  funds  was  -27%.  Follow-on 
funding  just  rubs  in  their  losses: 
Some  75%  of  late-stage  rounds  are 
discounted  from  earlier  valuations. 
To  avoid  cutting  fund  sizes— and 
management  fees— some  VCs  are 
buying  private  stakes  in  publicly 
traded  firms  as  well  as  doing  buy- 
outs, roll-ups  and  spinouts. 

In  June  the  $1.6  billion  Oak  In- 
vestment Partners  and  George 
Soros  paid  an  undisclosed  sum  for 
Lucent's  Excel  programmable- 
switch  division,  once  valued  at  $1.7 
billion.  New  Enterprise  Associates, 
manager  of  a  $2.3  billion  fund, 
bought  a  $14  million  private  stake 
in  publicly  traded  TiVo  in  October 
and  distributed  $32  million  to  the 
fund's  partners  within  ten  months. 

Other  onetime  early-stage  VCs 
doing  more  buyout-type  financing 
include  Benchmark  Europe,  Battery  and  Vantage  Point.  They  join  older  hands  such 
as  Silverlake,  Francisco  Partners,  Platinum  Equity  and  Accel/KKR, 

Buyout  funds  returned  8%  a  year  over  the  past  ten  years,  compared  with  35%  for 
early-stage  VCs.  Both  the  stakes  and  the  overhead  are  higher.  Buyout  firms  have  fleets 
of  associates  spending  six  months  or  more  on  due  diligence.  Not  so  for  most  VCs. 

Limited  partners,  the  investors  in  venture  funds,  don't  think  VCs  should  change 
course  without  notifying  them.  "We've  dropped  several  funds  because  they  didn't 
do  what  they  said  they  were  going  to  do,  and  then  it  went  badly,"  says  Clint  Harris  of 
Grove  Street  Advisors.  Last  year  Connecticut's  pension  fund  sued  Forstmann  Little 
&  Co  afte  the  buyout  firm  lost  billions  in  failed  telecom  venture  deals.  The  state  al- 
leges (and  Forstmann  denies)  that  Forstmann  made  deals  outside  o<  its  partnership 
agreement  and  that  the  firm  "misled,  misrepresented  and  concealed  information." 

Some  early-stage  VCs  want  nothing  to  do  with  the  stuff.  "If  the  risk  is  low  and  the 
price  is  tow  but  the  reward  potential  is  great,  why  would  someone  else  want  to  sell 

you?"  says  Stuart  Phillips  of  U.S.  Venture  Partners.  r 


Thinking  bigger: 

Joe  Aragona  of 

Austin  Ventures. 
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ETTU,  FUNDUS? 

The  mutual  fund  industry  is  beyond 
reproach,  right?  Was,  until  New  York 
Attorney  General  Eliot  Spitzer  charged 
that  fund  firms  have  been  granting  hedge 
fund  clients  preferential— and  possibly 
criminal— favors.  Picking  up  the  bill: 
small  investors.  If  that  weren't  enough  to 
give  you  pause,  consider  the  following. 

$40  billion 

Trading  and  soft-dollar  costs  fund  investors 

pick  up  annually  on  top  of  $48  billion  in  fees 

and  sales  loads. 

197 

Number  of  funds  closed  to  new  investors  that 
continue  to  charge  "I2b-I"  marketing  fees. 

75 

Number  of  industry  lobbyists  (2000),  in  addition 
to  those  employed  by  fund  companies  themselves. 

64% 

Percent  of  funds  that  underperform  their  indexes. 


334 


Number  of  funds  that  closed  last  year  and  whose 

poor  results  were  scrubbed  from  most  industry 

performance  data. 


Mri 


$113,000 


annual  compensation  paid  by  funds  with 
$60  billion  in  assets  to  directors  for 
their  part-time  service. 


44% 

Increase  in. i      ige  annual      lily  fund  fee  over 
past  two  decn  les,  to  $1.57  pei  ^100  invested. 

ilWeiiibc-  v.ily  Lambert 

Sources:  Bogh  Flm  uior; Lippoi  Inc.:  Momingstar,  Management 

Practice.  Inc.:  Opensecreisorg. 
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Durrett  Syndrome 

The  head  of  Information  Resources  is  hoping  to  save  the  da] 
analyzer  by  selling  it— as  he  did  ailing  Broderbund  Software! 

BY  NATHAN  VARDI 

YOU  CAN'T  FAULT  JOSEPH  DURRETT  FOR  TRYING  TO  DIG  OUT  OF  THE  m| 
he  created.  But  nothing  seems  to  be  working  for  the  chief  executivl 
Information  Resources,  which  pioneered  collecting  data  from  check 
scanners  to  measure  the  effectiveness  of  ad  campaigns. 
Since  Durrett  took  over  in  1999  the  company's  shares  have  tumbled  50%  tc 

Demand  for  tracking  data  fell,  It 
ing  to  a  2002  net  loss  of  $13  mil' 
on  sales  of  $555  million.  After  Ioj 
Procter  &  Gamble's  retail  trad* 
business  to  archrival  ACNielsen 
last  year,  Durrett  resorted  to  an  i 
trick:  trying  to  boost  the  share  p 
by  putting  the  company  up  for  salj 
seemed  to  work  once  before,  whei 
sold  slumping  Broderbund  Softvl 
to  the  Learning  Company,  giv 
shareholders  a  21%  premium.  V 
shouldn't  it  work  with  Informal 
Resources? 

In  June  Durrett  cooked  up  a 
to  the  Palo  Alto,  Calif,  investm 
firm  Symphony  Technology  Gn 
in  a  leveraged  buyout  backed  by 
Angeles'  Tennenbaum  Capital  P. 
ners.  The  deal  would  sell  the  company  for  $98  million,  at  the  time  a  10%  premii 
plus  a  60%  share  of  any  cash  that  can  be  extracted  from  a  $  1 .5  billion  antitrust  M 
against  ACNielsen.  The  buyers  would  get  40%  of  the  antitrust  payoff  in  return  fi  | 
$10  million  investment  in  legal  costs. 

A  rotten  deal,  says  Dale  Benson,  whose  firm  is  Information  Resources'  seco 
largest  shareholder  with  an  8%  stake.  He  says  IR's  new  business,  analyzing ; 
interpreting  collected  data,  puts  the  company's  value  at  maybe  $300  million- 
suspicion  supported  by  the  tender  document,  where  the  buyers  list  a  summar 
projections  provided  by  Durrett  that  show  earnings  before  interest  and  taj| 
swinging  to  as  much  as  $4  million  in  2003  from  -$8.2  million  last  year. 

The  terms  covering  the  antitrust  litigation  are  no  bargain  either  for  sharehold  g 
says  Robert  Renck,  whose  money  management  firm  owns  1%  of  IR.  Those  sh;  iii 
holders  have  been  funding  the  suit  for  seven  years,  and  now  the  plaintiff  coulc 
near  the  jackpot.  The  suit,  which  goes  to  trial  in  September  2004,  claims  ACNiel  R 
(now  owned  by  Dutch  conglomerate  VNU)  and  its  former  parent,  Dun  &  Bradstr 
tried  to  thwart  competition  at  home  and  abroad.  Information  Resources  has  ir 
camp  flamboyant  litigator  David  Boies,  who  is  armed  with  favorable  rulings  fr 
Europe  and  Canada.  (ACNielsen  says  the  suit  is  without  merit.) 

Symphony  is  offering  a  tidbit  to  the  complainers.  It  would  create  tradable 
gation  payoff  rights  to  represent  the  60%  stake  in  the  possible  court  award  (75c 
it  totals  more  than  $200  million).  Those  rights  would  be  liquid  and  thus  make 
deal  more  palatable.  Investors  are  still  grumbling. 

An  alternative  way  to  maximize  shareholder  value:  Kill  the  sale  and  fc 
Durrett  to  resign. 
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A  hybrid  that  holds  more  than  your  ideology. 
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hanks  to  the  genius  of  Hybrid 
vnergy  Drive"  the  gas/electric  Prius 
■  the- world's  only  mid-size  hybrid* 
s  also  surprisingly  affordable,  has 
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super  ultra  low  emissions  and  you 
never  have  to  plug  it  in.  Just  a  few 
reasons  the  new  Prius  is  everything 
you  believe  in  and  more. 
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Coming  this  Fall. 
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California  Dreamin' 


Cadillac  is  slowly  becoming  hip  in  the  nation's  trend  cap 


If  only  all  of  GM  were  so.  by  Jonathan  fahey 


GENERAL  MOTORS  HAS  LONG 
suffered  in  trend-setting  Cali- 
fornia because  its  cars  have  been 
anything  but  trendy.  It  has  28% 
of  the  vehicle  market  nation- 
wide, yet  only  22%  of  California's.  There, 
Cadillac  has  fallen  especially  far  behind 
Lexus,  BMW  and  Mercedes-Benz.  So  when 
GM  decided  to  pour  $4  billion  into  revi- 
talizing Cadillac,  California  was  made  the 
target.  GM  conducted  its  market-testing 
there,  spent  more  Caddy  advertising  dol- 
lars there,  sends  its  most  popular  models 
there  and  makes  a  special  edition  of  its  CTS 
sedan  to  be  sold  only  in  California. 

The  good  news  for  GM:  The  Califor- 
nia-or-bust  strategy  is  beginning  to  pay 


off,  and  may  get  better  yet  as  Cadillac 
launches  two  perfect-for-California  vehi- 
cles. Last  year  Cadillac  sales  in  California 
jumped  24%,  compared  with  16%  na- 
tionally, which  itself  was  the  biggest  unit 
jump  by  a  luxury  marque.  Through  Au- 
gust of  this  year  Cadillac's  market  share  in 
California  inched  up  from  1.5%  to  1.6%, 
according  to  data  compiled  by  the  Power 
Information  Network,  a  J.D.  Power  &  As- 


sociates affiliate.  This  before  Cadillac 
released  a  $76,000  roadster  with  a 
tractable  hard-top  roof  called  the  XLJ 
well  as  a  saucy  midsize  SUV  meant  to  c 
pete  with  successful  models  from  Toyc 
Lexus  brand  and  BMW. 

"Will  Cadillac  ever  dominate 
state?"  asks  Rexford  Parker,  an  analyst' 
AutoPacific.  "I  don't  think  so.  But  a 
make  a  lot  of  money  here?  Absolutely! 
Howard  Drake,  co-owner  of  Cast 
Cadillac,  a  big,  gleaming  dealershi' 
Sherman  Oaks,  Calif.,  feels  hip  again  1 
years  dodging  insults  from  buyers  of 
ropean  and  Japanese  brands.  "Now  w 
I  go  to  parties,  I  have  people  asking 
about  Cadillacs,"  he  says. ' 
sales  have  gone  up  by  hal 
three  years." 

GM  executives  offer  th" 

evidence  that  the  rest  of 

company's  brands,  like  Bi 

Pontiac  and  Chevrolet,  cc 

enjoy  a  renaissance,  in  Califo 

and  nationwide.  But  those  bre 

have  farther  to  travel  before  t 

make  it,  especially  out  West. 

gether,  the  Buick,  Pontiac 

Chevrolet  market  share  is  1 

in  California,  versus  21%  in 

rest  of  the  country.  And 

can't  afford  to  give  these  bre  i 

the  kind  of  $4  billion  inv 

ment  it  showered  on  Cadi 

Cadillac  got  a  new  factory  (< 

though  GM  is  suffering  from  o 

capacity)  and  a  separate  engin 

ing  team  charged  with  keef 

Cadillacs  special. 

For  now,  though,  we  can  let 
revel  in  its  California  glory.  "Yo 
got  to  get  your  cars  in  the  hanc 
the  right  people,"  purrs  Vice  Cf 
man  Robert  Lutz.  Here's  one 
might  do  it:  A  coming  editioi 
Cadillac's  Escalade,  already  a 
will  have  heated  and  cooled 
holders  and  DVD  players  in  the 
ond  and  third  row  of  seats.  C 
that  scream  California  or  what 
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irt  trips.  Lasting  memories.  Make  every  moment  count  with  the  all  new 
vcam  Z.  A  unique  swivel  grip  gives  you  the  flexibility  to  comfortably  catch 
:he  action,  even  at  difficult  angles.  Sharp's  innovative  CG  Silicon  view 
?en  delivers  a  crisp,  clear  picture  that  actually  gets  brighter  in  sunlight. 
vcam  Z  from  Sharp. The  freedom  to  capture  every  moment,  sharpusa.com 
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Back  in  Fashion 

For  fashion  designers,  a  business  flop 
doesn't  mean  ending  up  working  at 
Bloomie's  sportswear  department. 
Several  faded  stars  on  Seventh  Avenue 
are  enjoying  second  acts. 


ISAAC  MIZRAHI 

Five  years  after  shuttering 
his  own  company,  the 
exuberant  designer  is 
unveiling  a  line  of  women's 
sportswear  for  Target. 
Prices  for  the  100-piece 
line  range  from  $10  to 
$70.  It's  a  good  match:  Mizrahi  is  a 
shameless  self-promoter  who  can  hawk 
the  new  line  (and  Target)  on  his  Oxygen 
network  show. 


,*       I 


THIERRY  MUGLER 

His  Paris-based  women's 
fashion  house  is  closing, 
but  Cirque  du  Soleil  doesn't 
care.  The  entertainment 
company  tapped  Mugler  as 
a  costume  designer  for  its 
sexed-up  new  show, 
Zumanity.  Mugler,  known  for  his  1980s 
runway  spectacles,  has  added  prosthetic 
genitals  to  some  Cirque  costumes. 


b*y 


STEPHEN  BURROWS 

Since  his  heyday  more 
than  15  years  ago,  Bur- 
rows has  resurfaced  as  a 
designer  at  Henri  Bendel, 
where  he  has  an  in-store 
boutique.  Quite  a  come- 
back for  a  designer  whose 

creations  were  all  the  rage  when  "hot 

spot"  meant  Studio  54. 

m       MARC-JACOBS 

Things  looked  bad  for 
'ung  Jacobs  when 
"llis  terminated 
-act  in  1993. 
Bt  isissnjoying 

ne  as  the  creative 

chi ■•;  foi  Frerii  h  leather- 
goods  mak ■■■.■  Lou    Vuitton.  Shoes  and 
apparel  sold  unde         name  are  also 
popular. 


Desperation  Dance  I 

Consolidation  is  the  buzzword  in  software,  but  many  companie 
are  hearing  a  more  bitter  one:  liquidation  |  by  victoria  murphy 

ROGER  SIBONI,  CHAIRMAN  .OF 
software  maker  Epiphany,  got 
an  unexpected  offer  recently. 
The  chief  executive  of  a  small 
rival  was  willing,  even  eager,  to 
sell  his  firm  to  Epiphany — for  a  penny. 
The  hurtful  part:  Siboni  declined. 

The  struggles  of  the  software  industry 
in  Silicon  Valley  have  gone  from  bad  to 
worse.  Executives  and  their  backers  are 
taking  desperate  mea- 
sures to  sell,  but  often 
buyers  aren't  interested, 
no  matter  how  low  the 
price.    "There's    this 
myth  that  Silicon  Valley 
needs  consolidation," 
Siboni  says,  "but  in- 
stead a  whole  host  of 
companies   will   just 
fade  away." 

They  are  the  Val- 
ley's Undead,  firms 
burning  very  slowly 
through  piles  of  cash 
raised  in  the  bubble. 
Now  many  must  pre- 
pare for  a  woeful  fate: 
liquidation. 

Siebel  Systems  has 
turned  down  several 
offers  in  the  past  few 
months  from  execu- 
tives and  venture  cap- 
italists willing  to  sell  for  less  than  a  dollar. 
Stewart  Francis,  chair-man  of  the  tech- 
nology group  at  Lehman  Brothers,  says 
he  gets  75%  more  calls  than  a  year  ago 
from  firms  anxious  to  be  bought. 
Many  will  fail.  "Watch  for  how  many 
finally  capitulate  to  the  fact  that  they're 
too  small,  not  strategically  positioned," 
Francis  says. 

Waltham,  Mass.-based  Storage  Net- 
works gave  up  trying,  even  with  $155 
million  in  cash  left  to  spend.  In  July  it 
announced  plans  to  liquidate,  and 
expects  to  distribute  at  least  $1.60  per 
share  to  investors — far  from  the  stock's 


r 
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A  whole  host  of 
companies  will  just 
fade  away. 


Net  Perceptions,  a  maker  of  softw* 
that  tells  marketers  how  (and  to  who 
they  should  target  pitches,  set  plans 
distribute  its  $60  million  in  cash! 
shareholders  and  to  possibly  liquid 
other  assets. 

Some  shops  are  bracing  for  th 
demise,  freeing  themselves  of  oblij 
tions  such  as  real  estate  leases  a 
accrued  employee  vacation  time, 
selling  for  a  pittan 
they  get  a  tax  write 
for  investors — anc 
clean  slate.  The 
scramble,  and  f; 
hope,  is  being  fuel 
by  the  recent  pickup 
mergers  and  acqui 
tions.  Deals  woi 
more  than  $20  miller 
are  on  track  to  surp. 
the  89  done  last  ye 
says  Broadview  Into 
national.  Yet  330  pi 
licly  held  softw? 
firms  remain — 82  } 
them  with  less  th 
$10  million  in  cash! 
plus  thousands  of  p 
vate  ones. 

Silicon  Valley  si  'I 
has  its  dreamers.  O 

firm  in  talks  recen 

with  Cisco  Systei^ 
suggested  a  price  based  on  the  pres< 
value  of  what  the  company  might  fet 
in  an  initial  public  offering — in  201  for 
when,  supposedly,  revenues  would 
up  threefold.  Cisco  declined.  Mor 
Zweben,  chief  of  the  software  out 
Blue  Martini,  remains  optimis 
despite  lagging  sales  and  a  market  a 
italization  that  hovers  near  the  $52  rr 
lion  in  cash  listed  on  his  company's  b 
ance  sheet.  "The  market  doesn't  belie 
our  story  yet,"  he  says,  adding  defianl 
"I  didn't  start  this  company  to  sell 
off."  But  before  the  next  wave  of  grow 
in  tech  can  arrive,  the  clutter  has  got 
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peak  of  $154  in  July  2000.  In  August      be  cleared. 
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n  you  upgrade  your  old 
5r  to  a  new  HP  printer,  you 
actually  save  more  money 

you'll  Spend.  HP  innovation  has 
new  enhancements  in  printing  that  can 
ramatically  reduce  your  operating  costs. 
ly  cases,  you  may  save  enough  in 
,  consumables  and  support-related  costs 
ipletely  pay  for  an  upgrade.  Combine 
th  special  rebate  incentives,  and  it's 
3  see  how  a  new  HP  printer  can  lead  to 
:arit  savings  for  your  company, 
ore  with  HP  printers. 
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Monthly  pages  print 
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PRODUCTIVITY  ROI 

Speed       up  to  8  ppm 


Installed  base 

comparison 

LaserJet  Series  HI        U  3330mfp 


■Hr 

'tr*       fed' 


U  2300n 


U  4200n 


U  4300n 


Monthly  pages  printed 

Monthly  operating 
costl  only 

Total  monthly  costs 
with  HP's  currently 

include  hardware,  36-month  warranty 
offered  36-monrh,  0%  FMV  lease'  specia 

pgrade  and  operating  costs 
and  Value  Promotion  rebates 

2,000 

$71 

$73 

$69" 

$68" 

$80 

3,000 

SI  06 

S99" 

$89" 

$80" 

$91" 

5,000 

$170 

S151" 

$130" 

$106" 

$113" 

Memory 

Paper  capacity 

Monthly  duty  cycle 

Print  resolution 

Other 


1-5MB 
200  sheets 
20,000 
300  dpi 


up  to  1 5  ppm: 
Prints  almost  twice 
as  fast 

32-  96MB 

250  sheets 

10,000 

1200  dpi 

Get  4  times 
the  functionality. 
Print,  copy, 
scan,  fax 


up  to  25  ppm: 
Prints  3  times 
as  fast 

48 -304MB 

350-850  sheets 

50,000 

1200  dpi 

Robust 
networking 

management 
capabilities. 


up  to  35  ppm: 
Prints  4.5  times 
foster 

64-41 6MB 
600-2,600  sheets 
150,000 
1200  dpi 

Robust 

networking 

management 

capabilities. 


up  to  45  ppm: 
Prints  5.5  times 
faster 

80- 4 16MB 

600-2,600  sheets 

200,000 

1200  dpi 

Robust 
networking 

management 
capabilities. 
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e  even  more  with  rebates  from  $50  to  $2,000 

;r  40  different  models  of  HP  printing  and  digital  imaging  products. 


nore  information  or  to  find  a  reseller  niar  you,  call  1-866-625-1174 
sit  www.hp.com/go/getmore. 


e  rate,  assuming  lessee  does  not  exercise  a  fair  market  value  purchase  option  at  the  end  of  the  lease  term  and  timely  returns  the  leased  equipment  to  Hewlett-Packard  Financial  Services  Company  (HPFSQ  at  the  end  of  the  lease  term  and  disregarding  any 
able  by  lessee  other  thai  rent  payments  (such  as  taxes,  fees  and  shipping  charges).  Lease  products  available  through  HPFSCto  qualified  customers  in  the  U.S.  and  subject  to  credit  approval  and  execution  of  standard  HPFSC  documentation.  Other  restrictions 
isiVwvvw.ho-Com/go/hpRnarciaJServices  or  call  888-277-5942  and  ask  for  the  36-month,  0%  FMV  lease  offer  for  more  information.  While  many  users  of  new  HP  printers  may  experience  cost  savings,  your  resufts  may  vary,  HP's  ROI  calculations  are  based 
age«ttems  and  internal  testing  only  using  HP  internal  standards  for  cost  of  ownership  There  are  currently  no  industry  standard  norms  for  calculating  cost  of  ownership.  Visit  www.hp.com/go/GetMore  for  the  value  promotion  listing  of  eligible  products  and 
5  and  conditions  and  to  learn  more  about  printer  ROI  and  the  calculations  shown  in  the  chart  above.  HP/HPFSC  reserves  the  right  to  change  or  cancel  these  programs  at  any  time  without  notice.  ©2003  Hewlett-Packard  Development  Company,  LP. 
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Junkyard  Dogs 


A  tiny  Aussie  firm  has  claimed  rights  to  vast  tracts  of  the  genome 
and  is  riling  the  biotech  world,  by  zina  moukheiber 

FRANCIS  COLLINS  WAS  IN  THE  MIDDLE  OF  HIS  KEYNOTE 
speech  last  July  at  the  International  Congress  of  Genet- 
ics in  Melbourne,  Australia  when  he  arrested  the  audi- 
ence with  a  rebuke  singling  out  a  local  biotech  firm. 
Collins,  the  force  behind  the  mapping  of  the  human 
genome  and  now  the  director  of  the  National  Human  Genome 
Research  Institute,  accused  the  firm  of  hijacking  drug  research 
with  flimsy  patents  covering  huge  strips  of  so-called  junk  DNA, 
biological  bits  once  thought  insignificant  but  now  central  to  the 
work  of  disease  hunters. 

In  the  audience  was  a  stunned  Malcolm  Simons.  Cofounder 
of  the  accused  firm,  Genetic  Technologies,  he  stood  up  and 
introduced  himself  as  the  author  of  the  patents.  He  replied  that 
his  claims  were  deserved  and  cleared  by  the  U.S.  Patent  &  Trade- 
mark office.  Simons,  a  63-year-old  immunogeneticist  recently 
made  bald  by  chemotherapy,  sat  down,  a  bit  shaken.  He  says 
now:  "That  was  a  perverse  comment.  I  was  the  first  to  realize 
that  jiu     dna  is  not  junk. " 

Genetic  Technologies  lias  incited  a  mini-riot  in  the  high- 
stakes  world  of  biotech.  Gene  hunters  have  long  focused  on  a 


mere  1.5%  of  the  human  genome;  an  i 
mated  25,000  genes  that  code  for  prot 
and  thereby  control  the  imnr 
response,  organ  growth  and  brain  acl 
ity,  among  other  things.  The  other  98 
of  the  double  helix  was  derided  as  junl 
vestige  of  the  distant  evolutionary  m 
But  since  the  first  draft  sequence  oh 
human  genome  was  released  in  2000, 
entists  have  realized  that  junk  DNA  pla 
key  role  in  switching  genes  on  and 
And  they  are  astonished  to  find  that| 
obscure  company  has  a  claim  on  the  j; 
and  wants  to  be  paid  for  it. 

Simons'  four  key  patents,  grantee 

the  U.S.  between  1993  and  1998,  coveri 

use  of  variations  in  a  junk  DNA  sequenc 

assist  in  analyzing  or  identifying  gene) 

the  coding  regions.  But  the  patents 

broad  enough  for  the  company's  ch 

man,  an  irascible  Aussie  doctor-turn 

entrepreneur  named  Mervyn  Jacobson 

has  compiled  a  list  of  more  than  l,i 

companies  whose  work  he  thinks  f 

within  the  scope  of  the  patents.  "The  m 

has  become  our  research  lab,"  he  says. 

The  patents  expire  between  2010  ; 

2016,  and  Jacobson  wants  to  make 

most  of  that  time.  So  far  the  company 

sold  licenses  to  two  universities  and  ei 

U.S.  companies,  including  Quest  Diagr. 

tics,  Nanogen,  Perlegen  Sciences  and  Myriad  Genetics.  Pr 

range  from  $75,000  for  the  University  of  Utah  to  $1  million 

Myriad.  Jacobson  has  generated  $7  million  in  license  revei 

since  mid-2002 — this,  for  a  firm  that  grossed  $3  million  last  y 

half  of  which  came  from  helping  to  settle  paternity  disputes. 

If  you  don't  pay,  you  get  sued — especially  if  you  scorn  Jac 

son.  Last  year  a  major  U.S.  biotech  firm  invited  him  up  to  le 

more  about  his  patents.  Jacobson  flew  from  Australia,  but 

company's  head  of  business  development  never  showed.  "T 

view  us  as  sufficiently  small  and  far  away  to  ignore  us,"  s 

Jacobson. 

Three  U.S.  firms  now  face  infringement  suits  for  refus 
to  pay:  Applera,  Nuvelo  and  Covance.  Jacobson  says  Appl 
should  either  buy  a  license  or  stop  using  noncoding  DNA 
among  other  things,  a  diagnostic  test  for  cystic  fibrosis.  Jao 
son  also  wants  $5.7  million  in  license  revenue  from  the  > 
Zealand  department  of  health.  He  has  also  taken  the  unus 
step  of  demanding  $1,000  fees  for  academic  licenses.  "Ev 
university  that  does  genetic  research  potentially  infringes  tl 
patents,"  says  Brent  Brown  of  the  University  of  Uta 
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Mervyn  Jacobson  has  a  list  of  1,800  companies  whose  work  he  thinks  falls 
within  the  scope  of  the  patents.      ie  world  is  our  research  lab/'  he  says. 
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For  more  information  on  how  to  help  moke  your  workplace  safer,  vi. 


You  could  say  it's  our  obsession.  One  that's  kept 
teams  of  scientists  in  Hopkinton,  Massachusetts 
hard  at  work  since  1954.  It  was  then  that  the 
Liberty  Mutual  Research  Institute  for  Safety  was 
created  with  a  singular  mission:  to  help  prevent 
injury  and  illness  in  the  workplace. 
Today,  the  Research  Center  remains  the  only 
one  of  its  kind  and  is  considered  among  the 
world's  foremost  safety  institutions.  If  you  think 
that's  impressive,  consider  another  impressive 
achievement:  consistently  and  significantly 
improving  our  clients'  bottom  lines. 
Last  year,  for  instance,  our  programs  saved  them 
over  $100  million  and  240,000  disability  days,  while 
reducing  claims  up  to  17%.  But  that's  not  surprising. 
When  you  think  about  safety  as  much  as  we  do, 
good  things  usually  happen. 


003  liberty  Mutuol  Group 


rtymutuol.com/business 


front 


technology-transfer  office,  which  took  its  license  in  May. 

An  early  paying  customer  was  Sequenom,  a  DNA-analysis 
company  in  San  Diego  that  agreed  to  pay  $500,000  in  April  2002. 
Says  Antonius  Schuh,  chief  executive  of  Sequenom:  "It's  a  ridicu- 
lous, trivial  patent."  He  sat  for  four  months  on  a  letter  from  Jacob- 
son  notifying  the  company  that  its  research  might  be  infringing. 
Eventually,  Schuh  decided  to  pay  before  the  price  went  up. 

Simons,  who  left  Genetic  Technologies  in  2000  after  a  tiff  with 
Jacobson,  has  been  growing  steadily  more  aghast  at  his  former 
colleague's  hardball  tactics.  Though  he  is  currently  battling  mul- 
tiple myeloma,  a  fatal  bone-marrow  cancer, 
Simons  says  he  is  willing  to  take  the  stand  for 
either  side  to  clarify  the  patent  if  the  Applera 
lawsuit  goes  to  trial. 

Genetic  Technologies'  detractors  say  its 
patents  could  crumble  under  attack  from  a 
good  defense  lawyer.  Genome  mapper  Fran- 
cis Collins  says  prior  research  undermines 
Simons'  work.  He  cites  a  1978  paper  that 
showed  a  link  between  the  gene  behind  sickle 
cell  disease  and  a  variation  in  a  section  of 
junk  DNA.  Jacobson  dismisses  as  poppycock 
the  notion  that  noncoding  DNA  was  under- 
stood back  then. 

Research  into  noncoding  DNA  has  recently 
been  gaining  force.  In  December  2002  a  piv- 
otal Nature  article  pointed  out  that  junk  DNA 
may  help  explain  the  differences  between  man 
and  mouse,  since  the  two  creatures  share  most 
of  their  genes.  About  5%  of  the  genome  in 
both  humans  and  mice  has  changed  little  for 
millennia,  and  about  half  of  that  5%  is  non- 
coding.  The  fact  that  these  pieces  of  DNA  have  been  around  that 
long  implies  some  role. 

Up  to  one  quarter  of  genetic  mutations  occur  either  in 
introns,  noncoding  segments  of  DNA  sandwiched  within  the  cod- 
ing regions  of  a  gene,  or  in  sequences  between  genes.  Mutations  in 
introns  give  rise  to  cystic  fibrosis,  breast  cancer  or  forms  of  ane- 
mia. Variations  in  the  between-gene  regions  have  been  linked  to 
sickle  cell  anemia  and  diabetes. 

Simons'  breakthrough  in  finding  meaning  in  the  junk  dates 
to  1987,  when  he  was  setting  up  a  DNA  diagnostics  business  for 
an  Australian  company  in  Burlingame,  Calif.  On  the  side,  he 
took  part  in  an  international  workshop  studying  the  human 
leukocyte  antigen  gene  complex,  which  helps  regulate  the 
immune  system.  He  found  a  link  between  HLA  and  the  regions 
of  junk. 

By  1988  his  employer  had  gone  bankrupt,  and  Simons  was 
forced  to  return  to  Australia.  Mervyn  Jacobson  read  about  Simons' 
bumpy  journey  and  was  smitten  with  the  idea  of  finding  value  in 
junk  UNA.  In  1989  they  formed  GeneType  and  applied  for  their 
first  patent  covering  noncoding  regions  and  HLA.  In  2000  Gene- 
Type  pulled  off  a  reverse  merger  with  a  publicly  traded  Australian 
shell  company  that  formerly  mined  for  gold.  The  deal  brought  in 
$6.5  million  in  today's  dollars.  UN  \  may  be  i  richer  lode.  F 
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What  author  doesn't  splutter  about  artistic  integrity  wh 
an  editor  suggests  that  a  manuscript  needs  trimming?  ' 
William  T.  Vollmann  didn't  just  kvetch;  he  refused  to  tak 
out  a  line.  He  had  spent  23  years  writing  Rising  Up  andi 
Rising  Down  and  he  wanted  all  3,300  pages  to  stay  put 
Vollmann  spent  four  years  getting  rejection  notices  f 
his  treatise  on  violence.  Finally  he  sold  it  in  full  for  no 
advance  to  McSweeney's,  a  tiny  publishing  house  starte! 
four  years  ago  by  Dave  Eggers,  the  iconoclastic  author 
of  A  Heartbreaking  Work  of  Staggering  Genius. 
McSweeney's  skipped  the  blue  pencil  but  had  other  way 
to  cut  costs.  The  publisher  corralled  a  dozen  volunteers 
fact-check  Vollmann's  manuscript  and  printed  the  book 
Hong  Kong  to  keep  costs  down.  There  will  be  no  ads  ant 
promotional  displays  at  Barnes  &  Noble,  and  reviewers' 
get  the  book  on  a  CD-ROM  to  save  printing  expenses. 

Vollmann  will  take  90%  of  sales  after  McSweeney's 
breaks  even.  If  McSweeney's  charges  the  expected  $12 
retail  price  for  the  seven-volume  set,  Vollmann  could  vrn 
$70,000  on  a  print  run  of  3,500.  Not  likely,  so  why 
wouldn't  Vollmann  just  get  out  the  scissors? 

"There  are  some  thin 
that  even  the  street 
prostitutes  I  know  won't 
do,"  is  the  way  he  puts  it, 
Oh,  really?  After  closing! 
McSweeney's  deal,  he 
agreed  to  cut  the  book  tc 
between  800  and  900 
pages  and  sold  it  to  Ecco 
an  imprint  of  HarperColli 
for  a  $115,000  advance. 
—Michael  Mai 
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Giant  Suckin 


THE  NEW  ELECTRONIC  DATA  SYSTEMS  OFFICE  IN 
Mumbai  (formerly  Bombay)  is  half  a  world  away 
from  company  headquarters  in  Piano,  Tex.  Getting 
to  this  Indian  office  requires  a  bumpy  two-hour 
drive  from  downtown  Mumbai.  At  every  stoplight 
women  dressed  in  rags  and  holding  emaciated,  dull- 
eyed  infants  tap  car  windows  to  beg.  In  the  slums  lining  the 
roads,  thousands  of  people  live  crammed  into  dirt-floored 
rooms,  sheltered  from  monsoon  rains  by  plastic  sheets. 

At  the  end  of  the  drive  is  a  heavily  guarded,  new  office  tower 
that  rises  above  the  slums.  This  is  where  Amit,  24,  works.  "This 
is  Andy.  How  may  I  help  you?"  he  says  politely,  hour  after  hour, 
to  the  Midwesterners  who  have  forgotten  their  e-mail  passwords 
or  need  the  phone  number  of  a  colleague.  EDS  hired  Amit  and 
500  of  his  colleagues — young  men  and  women  dressed  in  khakis 
or  saris — to  answer  phone  calls  and  e-mails  on  behalf  of  Amer- 
ican companies  that  have  outsourced  tech  work  or  customer  ser- 
vice calls  to  EDS. 

Amit  and  colleagues  are  paid  $1.25  an  hour.  His  counterpart 
in  the  U.S.  would  get  $10.  On  that  difference  rests  whether  or 
not  EDS  can  wiggle  itself  out  of  deep  trouble.  Victimized  by 
cheap  outsourcing  by  competitors,  EDS  is  playing  the  low-cost- 
labor  game  itself  now.  It  is  rushing  to  hire  thousands  of  mosUy 
Asian  college  graduates  like  Amit,  who  are  desperate  for  the 
kinds  of  jobs  found  in  the  U.S.  Frantic  to  cut  costs,  EDS  plans  to 
hire  1 3,800  workers  by  the  end  of  next  year — a  tenth  of  its  cur- 
rent global  work  force  of  137,000 — in  low-wage  countries  like 
India,  Malaysia,  Hungary  and  Mexico,  places  where  starting  pay 
is  as  low  as  $2,400  a  year.  Meanwhile,  EDS  plans  to  1  y  off  at  least 
2,750  higher-paid  workers,  mostly  in  the  U.S.  and  Europe. 

Companies  as  varied  as  General  Electric  and  Morgan  Stanley 
are  making  the  same  calculation.  White-collar  jobs — in  engi- 
neering, programming  and  accounting — are  leaving  America's 
shores  for  low-cost  locales  at  a  pace  of  nearly  4,000  a  week,  ac- 
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Battered  by  the 
tech  slowdown, 
EDS  is  shipping 
white-collar  jobs 
offshore  to  catch 
up  with  low-cost 
competitors. 

BY  R0BYN  MEREDITH 


cording  to  Forrester  Resea 
The  U.S.,  Europe  and  Ja; 
combined  are  losing  600,01 
year,  says  McKinsey  &  Co. 
Cheap  labor  is  the  mot 
tion  for  these  companies; 
EDS  it's  the  heart  of  new  C 
Executive  Michael  Jord; 
strategy  to  catch  up  with 
competition.  Low-cost  c 
sourcing  companies 
India's  Wipro  and  Infosys 
snatching  away  business,  w 
such  rivals  as  IBM  and  Hewlett-Packard  are  aiming  squarel  j 
EDS'  core  business — running  the  computers  of  big  corporate 
Hurt  also  by  the  slowdown  in  tech  spending  and  unprofit;  I 
contracts,  EDS'  second-quarter  earnings  dropped  56%  to  $  | 
million  and  its  credit  rating  was  cut  to  just  above  junk. 
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ins. 


Qualified  workers  available,  per  year 


Mumbai 
India 


Manila 

Philippines 


Kuala  Lumpur 
Malaysia 


Shanghai 
China 


Customer  call  center 
35,000-45,000      9,000-11,000        6,000-7,000 


$1.50/hr 


$1.47/hr 


$2.19/hr 


6,000-7,000 

$2.50/hr 


Back-office  finance  and  accounting 

14,000-17,000      9,000-11,000        7,000-9,000       12,000-15,000 
$1.35/hr  $1.73/hr  $1.86/hr  $2.03/hr 


Electronic  document  conversion 

110,000-140,000    11,000-14,000      20,000-25,000 

70  cents -$l/hr  $1.07/hr  $1.47/hr 

Source:  McKinsey  &  Co. 


18,000-23,000 
$1.50/hr 


"The  concepts  of  low  cost  and  high  value  must  be  present  in 
every  action  we  take,  in  every  service  we  provide,  in  every  piece  of 
new  business  we  pursue,"  Jordan  told  employees  in  July.  Jordan 
took  over  when  Richard  H.  Brown  was  fired  in  March  after  unex- 
pectedly disastrous  third- quarter  results  led  last  year  to  a  Securi- 
ties &  Exchange  Commission  investigation,  which  continues. 

Jordan  plans  to  triple  the  number  of  Indian  workers  to  3,500 
by  the  end  of  next  year.  Indian  programmers  are  maintaining 
old  software  written  in  the  U.S. — some  of  it  in  Cobol — and 
making  it  work  alongside  newer  programs.  Indian  keypunchers 
are  typing  in  address  changes  for  American  workers  who  notify 
their  companies  they  have  moved.  Others  are  updating  comput- 
erized records  to  keep  paychecks  and  40 1  (k)  benefits  going  to 
the  right  place.  EDS'  U.S.-certified  CPAs  in  Chennai  (formerly 
Madras)  are  preparing  corporate  tax  returns  for  an  American 
manufacturing  giant  and  doing  bookkeeping  tasks  outsourced 
by  other  big  companies.  (EDS  won't  name  its  clients.) 

The  picture  is  the  same  companywide.  In  the  same  month 
that  Jordan  said  he  would  lay  off  thousands  in  the  U.S.  and 


Europe,  EDS  announced  the  opening  of  the  Mumbai  office  a 
another  in  Auckland,  New  Zealand.  It  is  scouting  for  big 
offices  in  Malaysia,  where  100  jobs  will  be  added  in  the  next' 
months  to  the  400  already  there.  Workers  do  such  jobs  as  p 
cessing  bills  for,phone  companies,  handling  expense  report  p 
ments  and  writing  code  to  keep  computer  systems  from  ov 
loading.  "I  can  offer  someone  the  same  capability  at  half  1 
price,"  says  Michael  Stockwell,  managing  director  of  E 
Malaysia. 

Why  half  the  price  when  wages  are  just  one-tenth?  Hig! 
expenses  for  new  computers  and  long-distance  phone  b 
account  for  some  of  the  spread.  Wider  profit  margins  are  part 
the  picture,  too;  suppliers  don't  pass  along  all  their  labor  savir 
Jordan's  strategy  is  even  playing  out  at  EDS  unit  A.T.  Ke 
ney,  its  troubled  management-consulting  firm.  Jordan  isn't  k 
ing  cheap  consultants  in  India — not  yet,  anyway — but  h<i 
hiring  the  back-office  support  they  need.  So  far  Kearney  I 
hired  50  workers  for  a  new  office  in  New  Delhi.  They  sit  nexi 
75  empty  cubicles  that  are  scheduled  to  be  filled  by  the  end" 
the  year  as  layoffs  claim  the  jobs  of  Kearney's  staff  elsewhe 
The  consultancy,  based  in  Chicago,  employs  5,000  people. 
Half  the  Indian  workers  prepare  PowerPoint  presentatk 
for  the  firm's  six-figure  consultants  in  the  U.S.  or  Europe.  0( 
ers  help  maintain  Kearney's  computer  network  and  Web  si 
The  tech  workers  earn  about  $4,500  a  year  compared  with  abi 
$45,000  a  year  for  workers  doing  similar  jobs  in  the  U.S. 

To  overcome  resistance  from  U.S.  managers,  Kearne 
Indian  executives  had  researchers  do  work  overnight  tl 
couldn't  be  finished  the  same  day  in  the  U.S.  When  the  quai 
of  the  overflow  work  proved  first-rate,  more  responsibiliv 
were  assigned  to  Delhi.  "It  is  very  addictive,  once  compar 
learn  what  is  possible,"  claims  Chandramowli  Srinivasan,  h< 
of  EDS  and  A.T.  Kearney  operations  in  India. 

There  are  obstacles  big  and  small,  the  least  of  them  Amerii 
pseudonyms  like  "Andy."  Indian  workers  who  take  phone  c 
The  offshorer:      for  EDS  clients  attend  we 
Chief  Michael       of  classes  to  learn  to  spi 
Jordan.  wjtj1  American  accents  i 

idioms.  And  it's  too  early  to  say  whether  c 
tain  white-collar  work  can  be  done  so  m; 
miles  and  time  zones  away  without  foul-f 
There's  also  a  price  to  be  paid  in  an; 
and  anxious  workers.  "I'm  sure  I  lost  my 
to  offshoring,"  says  Richard  Randall  Moh 
51,  an  EDS  programmer  from  Midla: 
Mich,  who  earned  $68,640  a  year  until 
was  let  go  last  year.  That  job  in  India  p 
about  $6,500  a  year.  Mohler  remains  une 
ployed  and  says  his  former  colleagues  at  1 
are  worried,  too.  "They  are  all  scared 
death,"  Mohler  says.  "When  you  can  get 
same  job  done  for  a  fraction  of  the  cosi 
puts  everybody  on  edge." 

Is  Jordan  the  bad  guy?  If  he  does 
export  jobs,  someone  else  will. 
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The  Speedmaster 
Legend  lives  on 


Speedmaster 
Broad  Arrow 


Broad  Arrow  was  the  name  given  to  the  .hands  of  the  original  Omega 
Speedmaster  in  1957.  Since  then  it  has  become  a  legend  by  being  the  first 
and  only  watch  worn  on  the  moon.  The  legend  lives  on  with  the  exclusive 
Speedmaster  Broad  Arrow,  which  incorporates  a  column  wheel  mechanism, 
the  sign  of  a  truly  superior  chronograph. 
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www.omegawatches.com 


Victoria  Jewelers  24201  Valencia  Blvd.,  Valencia,  CA  661-287-3828 
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Shimao  Riviera  Garden,  Shanghc 

Remarkable  home-buying  opportunitie 


Shimao  Riviera  Garden  merged  with  the  night  view  of  east  side  of  Huangpu  River 


It  is  hard  to  comprehend  the  extraordinary  economic  growth 
that  is  shaping  modern  China  unless  you  have  seen  it  by 
yourself.  Most  extraordinary  of  all  is  Shanghai,  a  city  that 
just  over  a  hundred  and  fifty  years  ago  was  only  more  than 
a  fishing  village  on  the  banks  of  the  Huangpu  River,  on 
China's  east  coast. 

After  over  ten  years  of  economic  reform  this  fascinating 
city  has  reached  an  annual  GDP  of  US$60  billion, 
consistently  up  10%  increase  each  year.  In  Shanghai's 
newest  development  zone,  Pudong,  on  the  eastern  side  of 
the  river,  that  figure  stands  at  17%.  Per  capita  GDP  last 
year  reached  $5,000,  and  by  2007  it  is  expected  to  hit 
$7,000.  Growth  like  this  has  never  been  seen  before. 
What  makes  it  all  the  more  remarkable  is  that  Shanghai  is 
such  a  liveable  metropolic,  not  the  sweatshop  you  might 
imagine  if  you  had  never  been  there.  It  has  a  rich  native  and 
colonial  past  that  has  left  its  mark  on  the  elegant  local 
architecture  and  given  a  sense  of  quality  and  purpose  to 
subsequent  developments.  It  is  home  to  green,  leafy  avenues 
quaint  parks.  It  also  offers  some  of  the  best  amenities  that 
a  city  eoi  >s  international  and  local  restaurants, 

olex  cinemas  and  a  thrr  ing  multicultural  scene. 
A*    if  which  make  i:  a  place  that  people  from  all  over  the 
worlu  :ome  not  just  t    invesl  but  also  to  live.  At  Shimao 
Riviera  Garden,  you  gee  lo  Jo  both. 
With  a  reputation  for  developing  some  of  Asia's  most 
prestigious  properties.  Shimao  Group  is  offering  overseas 


if 


buyers  the  chance  to  purchase  deluxe  residences  in  one  to 
the  most  sought-after  locations  in  China  for  the  first  tiri  s 
Shimao  Riviera  Garden  stands  proud  and  tall  in  the  ht  i 
of  Shanghai.  On  the  eastern  bank  of  the  Huangpu  Rive 
is  just  a  stone's  throw  from  the  stunning  modem  architect 
of  the  Oriental  TV  Tower  and  the  Jinmao  Tower,  one  of  a 
tallest  buildings  in  the  world.  And  yet,  just  across  the  w;1  [f 
lies  the  Bund,  the  colonial  riverfront  that  houses  many  b 
Asia's  most  splendid  buildings,  which  has  one  of  the  rrje: 
magnificent  views  in  Shanghai  during  the  day,  and  it  efim 
gets  better  at  night. 

From  this  unique  vantage  point,  the  tallest  residen 
buildings  in  China,  it's  a  cityscape  that  seems  to  belonj 
you  alone.  Looking  down,  however,  you'll  see  parks  ; 
gardens  that  really  do  belong  to  you.  While  architects  > 
construction  engineers  develop  these  super-high  48  sto 
apartment  buildings,  the  world's  top  landscape  desigr 
are  working  on  a  monumental  series  of  six  greenland  pa  to 
comprising  a  massive  70%  of  the  total  area,  creating  qi  j^ 
natural  havens  for  residents  of  this  luxurious  complex.  E  |isa 


Developer:  .awL  Shanghai  Shi  Mao  Real  Estate  Co.,  Ltd 


Exclusive  Agency: 
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n  a  magnificent  world-class  city. 


:  has  its  own  world-theme,  from  a  Chinese  sculpted 
len.  complete  with  fish  ponds  and  elegant  bridges,  to 
lish  grassland,  where  you  can  stroll  under  lush  trees  or 
e  down  country  lanes.  Others  include  a  Hawaiian  beach, 
:rman  swan  lake,  a  French  maze  and  an  Olympic-style 
■ts  area.  With  the  Chinese  garden  which  has  already 
i  completed,  it  is  already  clear  that  the  landscape 
gners  vision  of  a  place  of  beauty  and  peace  so  near  the 
ling  center  of  town  and  the  central  business  district  is 
>ming  a  perfect  reality.  Hawaiian  beach  will  be  finished 
he  end  of  this  year,  and  all  will  be  completed  by  mid- 
5. 


!•  community  garden  planning  drawing 
Shimao  Riviera  Cardan) 
3ntish  Lawn  2  German  Swan  Lake 

rhe  Hawaii  Beach        4  Chinese  Garden 
Jlympic  Garden  6.  French  labyrinth  Garden 
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nao  Group's  dedication  to  simplicity  and  good  taste  extends 
le  apartments  themselves,  which  come  in  a  range  of  sizes 
jit  any  family  or  budget,  and  are  fully  equipped  with  the 
international  household  brands.  German  POGGENPOHL 
hen  units.  European  WHIRLPOOL  cooking  and  kitchen 
pment,  American  TRANE  central  air  conditioning,  Spanish 
ZA  bathroom  suites  and  luxurious  double  size  massage 
is  etc.,  which  indicate  nothing  is  left  to  chance  when  it 
les  to  quality  of  life, 
iture  comforts  are  part  of  Shimao's  philosophy  throughout 
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Project  Name  Shi  Mao  Ref:SM- 


the  sumptuous  complex.  Exclusive  clubhouses,  swimming 
pools,  international  restaurant,  beauty  salons  and  schools 
are  all  on-site,  bringing  convenience  and  high  quality  life 
into  close-up. 

After  two  years  of  construction,  following  a  lengthy  research 
and  design  process,  phase  one  of  Shimao  Riviera  Garden 
is  complete.  One  of  a  total  of  seven  buildings  now  stands 
finished,  and  is  already  fully  occupied,  with  all  469 
apartments  taken  within  a  month  of  the  initial  offering. 
Phase  two,  the  next  two  buildings,  is  underway  and  due  for 
completion  by  the  end  of  this  year.  Phase  one  investors  have 
already  seen  their  investments  grow  by  around  30%  in 
eighteen  months.  If  you  plan  to  be  part  of  the  excitement 
of  China's  rapid  development,  don't  miss  out  this  golden 
opportunity. 

Shimao's  breadth  of  experience  in  the  China  market  is  clear 
from  their  range  of  properties.  With  developments  throughout 
the  mainland  and  Hong  Kong  they  are  uniquely  placed  to  offer 
you  exactly  the  home  &  neighborhood  you  are  looking  for. 
Another  key  project  in  Shanghai  by  Shimao  Group  is  Shimao 
Lakeside  Garden,  a  breathtaking  complex  that  combines 
high-end  apartments  in  modern  sky-rises  with  exquisite 
town  houses  nestled  around  a  beautiful  man-made  lake,  it 
is  just  one  more  reason  to  start  thinking  about  Shanghai  as 
a  home  as  well  as  an  investment. 


learn  more  about  how  to  invest  in  Shimao  property,  contact 


»s  Angeles  hotline:         1)  (31 0)  265-6052  (Chinese)  Ask  for  Stephen 

2)  (31 0)  265-6057  (English)  Ask  for  Susan 
in  Francisco  hotline:    1 )  (©SO)  523-5865     Ask  for  Linda 


Genmar 


Buccaneer 

Peter  Georgiopoulos  built  one  of  the  world's  largest  tanker  fleets 
in  six  years  by  speaking  Wall  Street,  not  Greek. 


■ 
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BY  LEA  GOLDMAN 
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PETER  GEORGIOPOULOS  HAS 
made  a  successful  career  of  mak- 
ing waves.  With  no  experience 
running  an  oil  tanker  company, 
the  42-year-old  native  New 
Yorker  started  one  in  1997  with  a  calculated 
bluff.  He  wanted  lucrative  contracts  ferrying 
crude  for  the  big  oil  companies,  but  couldn't 
land  any  as  an  unknown  newcomer.  Geor- 
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giopoulos  needed  a  track  record,  fast.  So  he 
roped  Universe  Tankships,  a  highly  regarded 
firm,  into  managing  his  first  ship.  He  then 
poached  some  of  Universe's  prized  execu- 
tives, including  its  chairman,  and  pitched 
the  firm's  experience  to  the  oil  majors.  "I 
told  them,  'Basically,  I'm  Universe  Tank- 
ships,"'  says  Georgiopoulos. 

Six  years  later  Georgiopoulos  has 


boldly  elbowed  his  way  to  the  center  of 
cloistered  shipping  industry.  General  M 
itime  (Genmar)  is  the  second-largest  n 
size  tanker  fleet  in  the  industry.  Its  47  sr 
are  capable  of  ferrying  30  million  barrel 
crude  oil  at  any  given  moment  for  elk- 
such  as  Sunoco,  ChevronTexaco,  Pet 
bras,  and  Kuwait  Petroleum  Corp.  In 
past  12  months  it  has  earned  $61  mill 


l 
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et  vovage  revenue  of  S241  million. 
jeorgiopoulos,  with  his  perennial  tan 
ilicked-back  silver  hair  that  defies  even 
ang  sea  breeze,  still  acts  like  a  cowboy 
ain.  Some  80%  of  his  revenue,  more 
that  of  most  other  shippers,  is  tied  to 
'olatile  spot  market, 
told  Georgiopoulos  carries  an  anchor- 
:hip  on  his  shoulder.  "Imagine  what  I 
i  have  done  if  I  inherited  SI 00  million," 
ivs,  a  not-so-subde  jab  at  Stelios  Haji- 
nou,  who  used  his  inheritance  to  found 
sing  company  Stelmar.  Unlike  famous 
ans  like  Aristode  Onassis  and  Stavros 
chos,  Georgiopoulos  is  Greek  in  name 
.  While  keeping  a  staff  in  Piraeus, 
ce,  he  operates  out  of  a  modest  mid- 
l  Manhattan  building  just  steps  away 
l  a  Benihana  and  a  hair  salon.  Geor- 
oulos  makes  clear  his  intent:  to  pick  off 
ivals,  many  Hellenic,  one  by  one.  "There 
bunch  of  tired  old  men  who  need  to  be 
led  out  of  this  business,"  he  declares, 
jeorgiopoulos  took  Genmar  public 
years  ago,  raising  $144  million  to  begin 
ling  what  he  hopes  will  be  the  world's 
est  fleet.  Unlike  the  fiercely  private  sea 
ns  of  the  past,  he  invites  institutional 
rtors  to  take  big  stakes  and  board  seats, 
rgiopoulos  owns  only  a  10%  stake, 
th  $50  million.  Genmar  goes  beyond 
t  publicly  traded  shippers  in  its  disclo- 
about  debt  and  expenses, 
jenmar  is  sculpting  itself  to  fit  the  times, 
its  like  the  capsizing  of  the  Prestige  (a  de- 
it  26-year-old  tanker  that  spilled  70,000 
of  crude  off  the  coast  of  Spain  last  No- 
ber)  have  oil  producers  demanding 
ter  transparency  and  reliability,  says  Jef- 
s  &•  Co.  senior  vice  president  Anthony 
Topoulos.  They  also  need  the  kind  of 
oility,  afforded  by  larger  fleets,  to  pick  up 
iladelphia-bound  load  in  Nigeria  on  lit- 
lore  than  a  week's  notice. 
rhe  tanker  market  is  ripe  for  a 
■eze.  Roughly  600  different  companies 

the  3,500  oil  tankers  at  sea,  each  vying 
love  more  of  the  74  million  barrels  of 
ie  produced  every  day  worldwide. 
l  the  largest  midsize  tanker  operator, 
ay  Shipping,  with  its  150  ships,  ferries 
'  10%  of  the  world's  seaborne  oil. 
n  January  Georgiopoulos  bought 
ms-based  Metrostar  Management,  a  19- 

fleet  owned  by  58-year-old  Greek 


Theodore  Angelopoulos.  More  than  85% 
of  the  $525  million  deal  was  financed  with 
bank  debt,  which  hiked  Genmar's  debt 
from  a  comfortable  37%  of  capital  to  62%. 
Six  months  later  debt  is  down  to  54%,  in 
line  with  rivals.  The  deal  added  durable 
double-hulled  ships  to  his  fleet  and  lowered 
its  average  age  to  1 1 .2  years,  on  par  with  the 
industry.  More  important,  it  established  a 
Black  Sea  presence.  The  benefits  came 
swiftly.  In  July  Genmar  signed  on  Lukoil, 
Russia's  largest  oil  producer. 

Georgiopoulos  began  his  career  doing 
scut  work  for  Leon  Black  at  Drexel  Burn- 
ham  Lambert.  That  was  followed  by  a 
stint  as  a  tanker  broker.  Then,  in  1991,  he 
struck  out  on  his  own  with  Maritime 
Equity  Management,  a  shipowning  and 
investment  company.  He  scored  big  with 
distressed  Norwegian  shipping  funds, 
buying  discounted  shares  and  forcing  the 


►  By  the  Numbers 


Sixty  percent  of  the  world's  oil  goes  by 
sea.  Tanker  spot  rates  fluctuate  wildly, 
depending  on  OPEC  decisions. 


1 


Average  rate  per  day  in 
June  for  a  Suezmax  tanker  traveling 
from  Nigeria  to  Philadelphia. 

Current  rate  per  day. 

Days  required  to  make  the  trip. 

Amount  Genmar  would 
clear  for  the  trip  at  $17,400  per  day. 


sale  of  the  assets  at  a  premium.  He  did  13 
such  deals  over  five  years,  sometimes 
making  1 1  times  his  money. 

When  he  launched  Genmar  in  1997 
Georgiopoulos  bought  medium-size  ships 
(displacing  80,000  to  160,000  tons)  and 
contracted  with  shipping  companies  at  re- 
turns of  around  15%,  better  than  junk 
yields  but  more  modest  than  the  20% 
achievable  on  the  spot  market.  Speculating 
that  spot  rates  would  jump,  Georgiopou- 
los finagled  unusual  break  clauses  in  his 
contracts.  "We  made  a  fortune,"  he  laughs. 

But  the  maverick  approach  ultimately 
burned  him.  In  1998  he  shelled  out  $160 
million  for  four  "naked"  ships  (under  no 
long-term  contracts),  figuring  he  could 


charter  them  quickly.  The  spot  market 
soured,  and  nearly  overnight  the  boats  shed 
a  third  of  their  value,  gushing  $5,000  a  day 
in  losses.  His  banks  squeezed  him  for  $20 
million  to  recapitalize  his  loans,  forcing  him 
to  plead  with  singed  investors.  Some,  like 
now  defunct  Beacon  Group,  balked.  Even- 
tually Oaktree  Capital  Management  pro- 
vided last-minute  cash.  "Peter's  very  com- 
fortable dealing  with  old  Greek  shipowners, 
and  he's  also  comfortable  with  private  eq- 
uity and  hedge  funds,"  explains  Stephen 
Kaplan,  a  principal  at  Oaktree  and  a  Gen- 
mar board  member.  "He's  our  bridge  be- 
tween both  worlds." 

In  1999  the  Greek  old-timers  gri- 
maced when  Georgiopoulos  backpedaled 
on  a  proposed  $400  million  acquisition  of 
Oslo-listed  Benor  Tankers,  at  roughly 
$4.80  per  share.  Only  after  bidding  could 
he  inspect  the  ships,  which  he  found  to  be 
subpar.  He  lowered  his  bid  to  $4  a  share, 
which  prompted  rumors  of  shaky  financ- 
ing. Georgiopoulos  kept  quiet.  ("What 
was  I  supposed  to  say?  Your  ships  suck?") 
The  retreat  ruffled  feathers,  and  ultimately 
Georgiopoulos  begged  off  the  deal. 

Thanks  to  Metrostar,  Genmar's  fleet  is 
more  committed  to  the  spot  market  than 
most.  But  spot  rates  move  wildly,  falling 
when  oil  prices  rise,  since  buyers  draw 
down  inventories  and  require  fewer  ship- 
ments. From  October  to  December  2002 
the  impending  war  in  Iraq,  strikes  in 
Venezuela  and  long  winters  in  the  U.S.  and 
Europe  sent  rates  up  90%  to  as  high  as 
$68,000  a  day  for  some  midsize  tankers. 
Now  they're  back  down  to  $17,000. 

Georgiopoulos  says  he's  shielded  him- 
self with  low  operating  costs.  His  break- 
even rate  has  fallen  recently  to  just  $  1 4,500 
per  ship  per  day  on  the  spot  market.  Mean- 
time, he's  answering  his  own  phones  and 
sharing  a  secretary.  That's  a  far  cry  from  the 
late  Christina  Onassis,  who  reportedly  im- 
ported Diet  Cokes  by  jet  to  her  private  is- 
land of  Skorpios.  "Peter  runs  the  business 
for  shareholders,"  says  Matthew  McCleery, 
president  of  trade  journal  Marine  Money. 

Still,  bumpy  revenue  streams  make 
shippers  into  low-priced  stocks.  Genmar 
trades  at  $13.80,  or  five  times  earnings, 
while  ExxonMobil  and  BP  trade  at  more 
than  twice  that.  Perceptions  are  not 
changed  overnight.  F 
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THERE'S  AN  ART  TO  PROPERLY 
screwing  in  a  bolt — especially 
when  it's  on  a  car  moving 
down  an  assembly  line.  Cross 
the  threads  and  you'll  have  to 
start  over,  wasting  precious 
seconds.  Which  is  why  Nissan  Motor,  with 
the  best  labor  productivity  of  any  auto 
manufacturer  in  the  U.S.,  makes  trainees 
at  its  new  Canton,  Miss,  factory  spend 
hours  practicing  the  task  before  they  ever 
pick  up  a  power  tool. 

Nissan  can't  afford  any  mistakes  as  it 
challenges  a  work  force  that  had  never  seen 
the  inside  of  an  auto  factory  to  launch  five 
models  in  less  than  a  year  at  one  new 
plant — an  unprecedented  schedule  for  any 
North  American  automaker.  Many  of  the 
resumes  for  the  2,950  people  hired  so  far 
listed  jobs  at  places  like  poultry  sheds  and 
catfish  farms.  What  litde  experience  there 
was  in  big  factories  typically  came  from 
textile  or  wood-processing. 

Talk  about  pressure:  Nissan's  Missis- 
sippi plant  is  a  key  component  in  Chief 
Executive  Carlos  Ghosn's  ambitious  plan 
to  boost  worldwide  sales  by  1  million 
vehicles,  or  nearly  40%,  by  2005.  Nissan 
now  holds  4.6%  of  the  U.S.  market  and 
about  5%  of  the  worldwide  market. 

Yet  such  a  manufacturing  feat  defies 
convention.  "Anybody  attempting  to 
launch  that  many  vehicles  in  that  period 
of  time  is  either  very  confident,  or  crazy," 
says  productivity  expert  Ronald  Harbour, 
president  of  Harbour  &  Associates.  "The 
more  'news'  you  have— new  plant,  new 
products,  new  work  force,  new  suppli- 
ers— the  more  likely  you'll  have  diffi- 
culty," he  says.  Look  at  Mercedes-Benz.  It 
got  off  to  a  rocky  start  in  1998  when  it 
launched  its  first  high-volume  sport  util- 
ity, the  M-Class,  in  a  new  plant  in 
Alabama.  Quality  has  since  improved  but 
remains  below  average. 

Nissan  executives  have  defied  the 
odds  before.  The  Japanese  automaker  was 
near  death  in  1999  when  French 
automaker  Renault  bought  a  controlling 
interest.  After  closing  plants,  breaking  up 
supplier  networks  and  slashing  costs,  Nis- 
san now  has  earnings  before  interest  and 
taxes  equaling  10.8%  of  sales — the  best 
margin  ol  the  world's  major  automakers. 
In  a  flat  U.S.  car  market  Nissan's  sales  are 
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Cranking: 
Belinda 
Owens,  a 
technician  at 
the  Canton, 
Miss,  plan 


Overdrive 

Is  Nissan  crazy  to  launch  five  models  in  less  thai 
a  year  at  its  new  factory  in  Mississippi? 

BY  J0ANN  MULLER 
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projected  to  rise  17%  this  year,  says  Jed  E. 
Connelly,  senior  vice  president  of  U.S. 
sales  and  marketing.  The  company's  new 
product  blitz  includes  the  350Z  roadster, 
the  Murano  crossover  sport  utility  vehicle 
and  the  redesigned  Maxima  sports  sedan. 


" 


Without  big  trucks,  Nissan  still  la 

credibility  as  a  full-line,  top-tier  I  in 

brand — even  Connelly  admits  as  mu  i]a 

The  Mississippi  plant  is  supposed  to  ^ 

that  by  building  250,000  pickups,  SI  L 

and    minivans,    along    with    anot  ^ 
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The  Wheel  Thing 

Nissan's  ambitious  goal  for  next  year. 


,000  of  its  top-selling  Altima  family 
ins."  Among  the  new  trucks:  the  space- 
Quest  minivan,  the  Titan  pickup  and 
Pathfinder  Armada  sport  utility. 
Nissan  has  reason  to  be  confident.  Its 
ich  quality  for  redesigned  vehicles  is 
ive  the  industry  average,  says  J.D. 
rer  &  Associates.  Its  first  U.S.  plant,  in 
/ma,  Tenn.,  is  consistently  ranked  by 
rbour  as  one  of  the  most  efficient 
rmbly  plants  in  North  America — and 
ao,  produces  several  different  models. 
Such  flexibility,  already  common  at 
st  Japanese-owned  plants  in  the  U.S., 
ipreading  through  the  industry  as 
omakers  race  to  equip  factories  with 
ianes  that  can  be  programmed  to  build 


several  body  styles,  depending 
on  the  whims  of  consumers. 
Detroit's  Big  3  automakers  lag 
Toyota  and  Honda,  the  leaders 
in  flexibility,  but  GM  is  years 
ahead  of  its  domestic  rivals,  ac- 
cording to  Prudential  Securities. 
Nissan's  Mississippi  plant 
involves  layers  of  complexity 
even  beyond  those  in  the 
Smyrna  factory.  At  Smyrna,  for 
instance,  different  body  styles 
start  out  on  parallel  lines  and 
are  then  brought  together  for 
painting  and  final  assembly.  The 
Mississippi  plant  is  flexible  from 
the  start.  Armada  SUVs  are  in- 
terspersed with  Quest  minivans 
on  the  same  line,  even  though 
the  two  vehicles  are  based  on 
distinct  chassis.  Later  this  year 
the  Titan  pickup  and  an  Infiniti 
version  of  the  Armada  will  be 
blended  in  as  well. 

The  key  to  pulling  it  off  is 
the  serial  number  assigned  to 
each  vehicle  at  the  very  first 
stage  of  production,  where 
metal  parts  are  welded  together 
to  form  an  engine  compart- 
ment. The  number  tells  robots 
and  humans  what  type  of  vehi- 
cle it  is,  whether  it  has  a  multi- 
ple-i"-D  changer  and  what  color 
the  seats  will  be. 

In  the  body  shop,  vehicles 
begin  to  take  shape  as  some  of 
the  plant's  850  robots,  process- 
ing data  scanned  from  each  serial  num- 
ber, pluck  large  stamped  pieces  of  steel 
from  nearby  conveyor  belts  and  weld 
them  together.  Depending  on  which  vehi- 
cle it's  programmed  to  build,  the  robot 
will  reach  out  to  one  conveyor  belt  for  the 
side  panels  of  an  Armada  or  Titan,  and 
another  for  the  side  panels  of  a  Quest.  If 
the  Quest  is  to  come  with  a  panoramic 

Those  hired  listed 
places  like  poultry 
sheds  and  catfish 
farms  on  resumes. 


skylight,  the  robot  also  knows  to  pick  up 
the  steel  roof  panel  with  large  rectangular 
holes  in  it. 

Building  cars  like  this  requires  Wal- 
lenda-like  coordination  between  the  au- 
tomaker and  its  suppliers.  Nissan  doesn't 
want  to  keep  a  lot  of  inventory  on  hand,  so 
it  often  gives  suppliers  as  little  as  90  min- 
utes' notice  of  which  vehicles  will  be  com- 
ing down  the  line.  In  the  past  a  supplier 
might  receive  parts  orders  five  or  six  days  in 
advance.  It's  risky,  of  course.  "If  they  have  a 
problem  and  their  line  stops,  ten  minutes 
later  our  line  stops,"  says  Emil  Hassan,  Nis- 
san's North  American  senior  vice  president 
for  manufacturing,  quality  and  logistics. 

Every  20  minutes  a  truck  rolls  up  to  a 
Nissan  loading  dock,  dropping  off  seats 
that  were  manufactured  by  Johnson  Con- 
trols at  a  new  plant  it  built  two  miles 
away.  The  seats — enough  for  about  20 
vehicles — are  loaded,  in  sequence  of  vehi- 
cles to  be  made,  onto  conveyor  belts, 
where  they  travel  high  in  the  plant's 
rafters  down  to  the  spot  on  the  assembly 
line  where  Nissan  workers  are  ready  to 
install  them.  Wheels,  instrument  panels 
and  front-end  modules  are  delivered  in 
the  same  manner,  but  they  don't  arrive 
on  trucks.  They  ride  on  conveyor  belts 
from  supplier  factories  next  door. 

Nissan's  biggest  challenge  might  not 
be  the  equipment  but  training  people  in 
how  to  use  it.  Nissan  requires  prospective 
employees  to  undergo  48  hours  of  unpaid 
testing  on  weekends  or  in  the  evenings  be- 
fore they  are  hired.  Vicky  Crane,  44,  was  a 
forklift  operator  at  a  Burlington  Industries 
denim  factory  until  it  closed  18  months 
ago.  She  remembers  the  pressure  of  being 
timed  while  fastening  nuts  and  bolts  with 
a  power  tool  during  her  test.  With  experi- 
ence in  various  industrial  settings,  and  a 
hobby  of  repairing  cars,  she  landed  a  job 
filling  vehicles  with  fluids  just  before  they 
drive  off  the  assembly  line.  Nissan  received 
95,000  applications  for  its  5,300  openings. 

Nissan  seems  to  be  off  to  a  fast  start. 
The  Quest  ramped  up  to  full  production 
speed  of  350  minivans  per  day  in  just 
eight  weeks,  allowing  production  to  begin 
ten  days  earlier  than  planned  on  the 
Pathfinder  Armada  full-size  SUV. 

If  it  can  keep  that  up,  maybe  Nissan's 
not  so  crazy  after  all.  F 
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Prada 


The  Coy  Capitalist 

Wouldn't  you  like  to  get  a  piece  of  one  of  the  most  glamorous  names 
in  fashion?  But  the  shares  are  not  on  sale— just  yet. 

BY  RICHARD  HELLER 


The  seat  of  power:  Prada 

Chief  Patrizio  Bertelli 

won't  say  exactly  when 

he  plans  to  go  public. 


WILL  HE  OR  WON'T  HE? 
Only  his  vife,  Miuccia 
Prada,  and  his  chief  finan- 
cial officer  know  for  sure. 
The  question  is  whether 
Patrizio  Bertelli,  chief  executive  of  Prada 
Holding  N.V.,  will  finally  take  the  90-year 
old  Italian  fashion  house  public. 
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It's  more  than  an  idle  question.  Seeing 
the  best  year  for  initial  offerings  since  1999, 
American  and  European  investors  are  hun- 
gry for  something  as  sexy  as  Prada — which 
has  twice  been  about  to  pull  the  trigger, 
only  to  yank  its  offering  at  the  last  minute. 
It  certainly  matters  to  Prada:  A  two-year 
shopping  spree  through  July  2001 — grab- 


bing various  pieces  of  seven  < 
panies    (including    Fendi 
Sander,    Helmut    Lang 
Church's  Group)  and  three 
ventures — left  it,  by  Noven 
2001,  with  $1.5  billion  in 
Prada  says  that  will  drop  to 
billion  by  year-end.  That's  st 
uncomfortable  fit  for  a  com] 
whose  revenues  last  year 
$  1 .65  billion.  Going  to  the  p< 
markets  for  cash  would  go  a 
way  toward  lowering  stress 
at  Via  Andrea  Maffei,  the  c 
pany's  Milan  headquarteh 
might  also  fatten  the  coffer! 
enough  to  satisfy  Bertelli's  h 
erate  appetite  for  spending. 
The  history  of  Prada 
oft-told  tale.  Founded  in 
by  Miuccia's  grandfather 
family-run  company  reach 
peak  before  World  War  II 
maker  and  seller  of  high 
leather  and  luxury  good: 
1977,     when     Miuccia 
Bertelli,  then  a  leather-g' 
entrepreneur,  Prada  was  a  i 
virtually  unknown  outsi< 
Italy.  But  the  couple,  marri 
1988,  changed  all  that.  IV 
cia — a  onetime  member  o 
Italian  Communist  Party,  v 
degree  in  political  science 
Milan  University — discove 
talent  for  design.  Her  mid-i 
notion  of  combining  nylon 
leather  inspired  a  very  suco 
line  of  bags  and  luggage;  a  fascin: 
with  unusual  materials — from  tra 
cent  latexes  to  mirror  fragments- 
given  a  distinctive  and  quirky  charac 
her    innovative    ready-to-wear    1 
Bertelli,  who  studied  engineering  i 
University  of  Bologna,  had  an  ofr 
flair  for  business:  He  has  turned  I 
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What  if  you  came  to  work  and 
found  this  on  your  desk? 

What  if  you  had  a  computer  that  let  you  work  where  you 
want  to,  not  where  you  have  to.  A  PC  you  could  use  from 
New  York  to  LA,  without  a  dead  battery  over  Kansas?  A  PC 
with  Intel*  Centrino™  Mobile  Technology,  so  it's  easy  to  go 
wireless.  And  what  if  it  could  protect  your  data  with  a  hard 
drive  shock  absorber.  Then  you'd  have  this  computer. 

ThinkPad. 

Where  the  world's  most  innovative  people  choose  to  think. 
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IBM  recommends  Microsoft"  Windows"  XP  Professional  for  Business. 

'Actual  battery  life  varies  based  on  PC  settings' and  usage.  IBM  product  names  are  trademarks  or  registered  trademarks  of  International  Business  Machines 
Corporation.  Intel,  Intel  Centrino,  Intel  Inside,  the  Intel  Centrino  logo  and  the  Intel  Inside  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its 
subsidiaries  in  the  United  States  and  other  countries.  All  other  company  names  are  trademarks  of  their  respective  companies.  <y  2003  IBM  Corp.  All  rights  reserved. 


Prada 


from  a  provincial  $50  million  (sales)  out- 
fit in  1990  into  a  global  company  whose 
250  company-owned  stores  and  40-plus 
franchises  stretch  across  65  countries. 

What's  this  closely  held  company 
worth?  Prying  numbers  from  Bertelli  is 
nearly  impossible.  But  you  can  get  an  idea 
by  looking  at  the  enterprise  value  of 
Gucci  Group  N.V.,  which  is  public.  Enter- 
prise value — debt  plus  the  market  value 
of  common  stock,  minus  cash — tells  you 
what  it  costs  to  own  the  business  assets 
free  and  clear.  Gucci's  is  3.2  times  rev- 
enues. Since  Prada,  unlike  Gucci,  owns 
most  of  its  factories,  it  ought  to  com- 
mand at  least  that  price,  implying  an 
enterprise  value  of  $4.8  billion  or  so.  Sub- 
tract debt  and  the  company's  equity 
could  be  worth  $3  billion.  Bertelli  could 
raise  $1  billion  in  cash  for  expansion 
while  giving  up  a  stake  of  only  25%.  In  all 
likelihood  he's  aiming  for  an  even  richer 
valuation  than  that. 

Prada  has  an  unlucky  history  when  it 
comes  to  going  public.  Its  first  plan,  to  sell 
shares  on  Sept.  20,  2001,  was  undone  by 
the  terrorists.  Poised  again  last  year,  Prada 
retreated  once  more,  in  June  2002,  after 
the  WorldCom  scandal  broke  and  rocked 
an  already  faltering  stock  market.  And 
now?  "Yes,"  says  Bertelli,  57,  "we  are  plan- 


ning a  public  offering  of  30%  of  our 
shares  by  the  end  of  2004." 

What  will  the  company  look  like 
then?  Probably  leaner.  Prada  has  been 
shedding  some  businesses,  selling  its 
25.5%  stake  in  Fendi  to  joint  venture 
partner  LVMH  Moet  Hennessy  Louis  Vuit- 
ton  in  late  2001  and  some  $107  million  in 
real  estate  this  year.  (There  is  a  pending 
sale  of  45%  of  Church's  Group  to 
private-equity  investor  Equinox  for  an 
estimated  $91  million.) 

Bertelli  denies  he  has  any  immediate 
plans  to  buy  another  fashion  house.  "Not 
until  the  markets  improve,"  he  promises. 
This  is  most  likely  a  good  thing:  His  most 
recent  acquisitions,  which  probably  cost 
$712  million,  added  only  17%  to  2002 
revenues,  around  $280  million.  It's  a 
tough  way  to  pad  the  top  line  in  an 
already  tough  climate.  Pummeled  hard  by 
SARS,  terrorist  threats  and  weak 
economies,  luxury  goods  and  fashion  are 
still  trying  to  recover;  both  Gucci  and 
LVMH  issued  pale  first-half  results. 

On  the  cost-cutting  side  Prada  has 
given  off  a  mixed  message.  "Before  9/11 
we  were  focusing  on  revenue,  not 
expense,"  says  Riccardo  Stilli,  chief  finan- 
cial officer.  "Now  I  am  cutting  back  any- 
thing not  directly  related  to  style,  prod- 


uct, service,  quality,  brands.  We've  aire; 
cut  $16  million  this  year."  But  tl 
there's  Bertelli's  legendary  love  of  boat 
(he  dropped  $50  million  on  a  Prada  en 
in  the  2000  America's  Cup).  Not  to  m 
tion  the  two-year-old  store  in  Manh 
tan's  SoHo,  which  cost  $22  million,  i 
the  glittering,  $86  million  emporiun 
Tokyo  that  opened  in  June.  Too  mu 
"Absolutely  not,"  insists  Miuccia,  53. 
spend  in  this  market,  to  show  you  beli< 
to  invest  in  the  future — that  mainta 
the  integrity  of  the  group."  Adds  Bert 
"It  was  in  the  budget." 

A  budget  squeezed  by  some  sigr 
cant  pressures.  Chief  among  them:  a  $ 
million  loan  from  Deutsche  Bank,  neg 
ated  in  November  2001,  consisting 
1.5%-per-annum  notes  due  or  conv 
ible  into  equity  by  mid-2005. 

Going  public  would  relieve  Prad; 
having  to  extend  that  deadline — ma 
even  allow  Miuccia  to  indulge  her  pas* 
for  modern  art.  A  spiraling  slide  r 
from  her  third-floor  Milan  office  to  st 
level.  She  says  it's  a  sculpture;  a  Belj 
named  Hoeller  did  it.  After  Prada's  de 
group  finishes  a  new  collection,  every 
takes  the  plunge — everyone,  apparei 
but  Bertelli  and  Stilli.  They're  sa\ 
themselves  for  the  public-listing  chuti 


A  Growth  Spurt — Until  Now 

Prada's  rapid  expansion  through  acquisition  and  gains  in  the  "house"  goods 
have  put  it  with  luxury-sector  leaders.  But  with  divestitures  and  sluggish  sales 
industrywide,  it's  starting  to  slow  down. 


Gucci 
$2.8  bil 

+186% 


Hermes 
$1.3  bil 

^+61% 


Prada 
$1.6  bii 

+167% 


LVMH 

$12.1  bil  (sales) 


+47% 


All  percentages  are  5-year  growth.  Source.  Multox  via  FaciSot  Research  Systems. 


Ralph  Laure 
$2.5  bil 


+66% 


Giorgio  Armai 
$1.1  bil 

+24% 
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This  computer  is  not  like 
the  others. 

This  one  is  different.  It  gives  you  wireless  that's  the  most 
secure*  It  lets  you  connect  easier  than  any  other  PC, 
either  with  wires  or  without.  It  has  Inter  Centrino™  Mobile 
Technology,  so  you  get  more  mobility  And  it  can  even 
help  you  get  back  crucial  data  you've  somehow  lost.  Is 
there  a  computer  that's  different?  Yes.  This  computer. 

ThinkPad. 

Where  the  world's  most  innovative  people  choose  to  think. 


y       Pf£e      .  SorLn        Paj 

"    n  '-    "■  w     -    F"  f"   F" 


»     (     i 

7    7  8    »  9»  0   / 

"n     "i      "o     "p     T| 


4  S  6 


"F        "G         H       "Jt     ' 


c  )  \ 


/  *        " 


*« 


*&tf 


MOBILE 
TECHNOLOGY 


ThinkPad  X31 
SVT  MTM  2672-CBU 


ends  Microsoft*'  Windows®  XP  Professional  for  Business. 


•Most  secure  wireless  cWTvBlnes'ttie  IBM  Embedded  Security  Subsystem  (available  on  select  models)  with  industry-standard  wireless 
encryption  capabilities.  IBM  product  names  are  trademarks  or  registered  trademarks  ot  International  Business  Machines  Corporation.  Intel,  Intel 
Centrino.  Intel  Inside,  the  Intel  Centrino  logo  and  Intel  Inside  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries 
in  the  US  and  other  countries.  All  other  company  names  are  trademarks  of  their  respective  companies.  €'2003  IBM  Corp.  All  rights  reserved. 


ANDREW  ZARO  HAS  A  SOFT 
spot  for  assets  in  distress.  In 
1975  his  father  tapped  him 
right  out  of  college  to  help 
runamoci  '  ■amily bakery 
business  int.  ronxBack 
then  New  Yo  City  was 
broke  and  Grand  Central  S  .  ;ion  was 
crawling  with  bums.  Smelling  opp<  >i  I 
Zaro  wangled  a  cheap  lease  on  2,100  square 
feet;  his  office  was  a  5-foot-by-6-foot  cubby 
carved  into  one  of  the  station's  load-beai 
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ing  columns.  Gradually  he  took  over  more 
space  at  Grand  Central  and  other  grungy 
transit  hubs.  By  1990  Zaro's  Bread  Basket 
had  grown  to  15  stores,  800  employees  and 
$30  million  a  year  in  sales. 

Worn  from  the  food-service  grind  at 
age  35,  Zaro  sold  his  stake  and  looked  for  a 
new  career.  He  found  it  in  a  $100,000  bet 
he  had  made  three  years  earlier  in  a 
startup  called  National  Loan  Investors,  in 
Oklahoma  City.  NLI  bought  portfolios  of 
nonperforming  consumer  debt  (180  days 


or  more  past  due)  for  pennies  on  the 
lar,  hoping  to  collect  a  little  more  th 
paid.  Easy  enough,  thought  Zaro,  ha 
watched  his  investment  grow  25%  a ) 
But  that  was  the  result  of  sorm 
else's  skill.  Debt-buying  on  this  level  is 
tricky.  Bidding  a  fraction  too  high 
wipe  out  any  hope  of  future  profits 
right  but  collect  too  little:  same  result, 
them  both,  though,  and  the  rewards  a 
huge.  A  skilled  buyer  who  pays  $1  m 
for  a  $100  million  (face  value)  loan  | 
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Cavalry 


folio  can  hope  to  collect 
S3  million  in  five  years — a 
66%  gross  margin;  an 
ordinary  collector-for- 
hire  pays  nothing  for  the 
privilege  but  might  gross 
only  25%  on  each  dollar 
recovered. 

With  a  little  help  from 
father-in-law  Michael 
Steinberg,  a  New  York  real 
estate  developer,  Zaro 
opened  his  own  shop  in 
1991.  Today  Hawthorne, 
N.Y.-based  Cavalry  Invest- 
ments has  an  $8  billion 
(face  value)  portfolio  of  bad 
credit  card  and  auto  loans, 
aged  six  months  to  eight 
years.  "[Nearly]  two  and  a 
half  million  people  owe  us 
money,"  says  Zaro,  49. 

Frightening — until 
you  consider  that  it's  a 
fraction  of  the  $  1 .8  trillion 
of  debt  (excluding  mort- 
gages) Americans  have 
run  up.  As  banks,  retailers, 
automakers  and  utilities 
have  dumped  bad  ac- 
counts to  manage  earnings 
in  a  pinch,  a  $72  billion 
market  for  purchased  debt 
has  emerged  over  the  last 
decade.  Some  well-known 
players  have  been  scorched 
by  this  game:  Commercial 
Financial  Services,  run  by 
William  Bartmann  (a 
member  of  The  Forbes 
400  in  1997),  blew  up  after 
it  overpaid  for  debt,  and  so 
did  Credit  Trust,  which 
ight  a  lot  of  the  CFS  paper  when  prices 
•e  still  too  high.  More  quietly,  GE  Capi- 
and  General  Motors  have  sold  off 
diocre  debt-buying  units.  Now  there  are 
ne  40  active  buyers,  dominated  by  a 
ldful  of  little-known  outfits  including 
mian  Financial,  Arrow  Financial  and 
et  Acceptance,  the  last  rumored  to  be 
nning  a  public  offering  later  this  year. 
te  Street  is  seriously  on  this  right  now," 
s  Sean  McVity,  portfolio  broker  at  Keefe, 
lyette  &  Woods. 


But  the  business  is  getting  tougher. 
After  falling  nearly  two-thirds  since  1998, 
the  average  cost  for  $1  of  busted  credit 
card  debt  has  ticked  up  from  3.3  cents  to 
3.5  cents  over  the  past  year.  If  unemploy- 
ment continues  to  rise  and  the  economy 
remains  lackluster,  those  loans  will  get 
harder  to  collect.  "The  top  five  guys  are  the 
only  ones  who  will  make  a  lot  of  money  in 
this  business,"  says  Brian  Golson  of 
Parthenon  Capital,  which  led  a  $45  million 
private  placement  for  Arrow  last  August. 

Zaro  aims  to  be  in  that  club,  having 
nearly  tripled  the  size  of  Cavalry's  portfo- 
lio in  two  years.  Last  fall  he  swallowed  $1.4 
billion  in  troubled  Conseco  assets,  includ- 
ing an  entire  collection  center  in  St.  Paul, 
Minn.  Monthly  collections  are  hitting 
around  $9  million,  he  says.  To  get  a  sense 
of  what  Cavalry  might  keep,  consider  that 
Portfolio  Recovery  Associates 
of  Norfolk,  Va.  collected  $56 
million — about  half  Cav- 
alry's annual  total — in  the 
first  six  months  of  2003.  The 
Norfolk  company  paid  $18 
million  for  the  paper.  On  the 
remaining  $38  million  in  "net 
revenue"  (plus  some  crumbs 
from  a  small  contract-collec- 
tion unit),  PRA  earned  $9.7 
million.  Double  that  and 
Cavarly's  net  could  be  in  the 
neighborhood  of  $20  million. 

Cavalry  collects  its  pound 
of  flesh  three  ways.  The  "in- 
bound" department  mails 
500,000  solicitations  a  month 
and  fields  calls  from  debtors 
looking  to  get  out  of  hock.  In 
the  manual-collection  unit, 
300  collectors  crank  out  more 
than  100  calls  a  day;  the  best 
collectors  can  earn  nearly  $100,000  a  year. 
A  third  group,  called  "legals,"  goes  after 
50,000  debtors  who,  according  to  their 
credit  reports,  can  afford  to  pay  but  refuse. 
Cavalry  sues  them,  garnisheeing  wages  or 
putting  liens  on  homes.  "Legals"  monitor 
lawyers  at  200  firms  to  keep  them  on  sched- 
ule, lest  other  creditors  jump  ahead  in  line. 
As  a  result,  they  can  lasso  an  average  35 
cents  of  every  dollar  of  debt,  versus  around 
5  cents  for  the  other  divisions. 

Like  its  competitors,  Cavalry  uses  a 


Bidding  a 
fraction 
too  high 
can  wipe 
out  hopes 
of  future 
profits. 
Collect 
too  little, 
same 
result 


homemade  scoring  system  to  calculate  its 
bids.  The  process  is  best  illustrated  in  the 
12,000-account,  $48  million  credit  card 
portfolio  the  company  recently  bid  on. 
First,  determine  if  the  data  are  any  good. 
In  this  case  only  8,800  of  the  spreadsheet 
entries  came  with  home  phone  numbers 
and  only  6,000  had  work  numbers.  No 
cakewalk  for  Cavalry's  collectors. 

Next,  sort  the  names  into  ten  buckets 
based  on  probability  of  collecting.  Debtor 
location  is  critical — here,  about  a  third  live 
in  "bad"  states  like  Texas  and  Florida,  with 
laws  that  shield  assets  from  creditors.  Other 
key  fields  include  date  of  last  payment  (the 
staler  the  loan,  the  harder  to  collect)  and 
how  many  agencies  had  already  worked  the 
paper  (the  higher  the  number  and  the  more 
picked  over,  the  cheaper  the  account). 
Last,  compare  the  scoring  distribution 
with  three  similar  portfolios 
Cavalry  has  liquidated  in  the 
past,  tweaking  the  purchase 
price  to  back  into  an  accept- 
able rate  of  return — around 
30%.  Cavalry  calculated  that  it 
could  go  as  high  as  1.7  cents 
per  $1  of  credit  card  debt.  The 
winner  bid  2  cents. 

Zaro  can  survive  without 
such  deals — he  pulls  the  trig- 
ger on  only  5%  to  10%  of 
them — because  he  sets  his  own 
growth  objectives.  That's  one 
reason  he  hasn't  gone  public, 
relying  instead  on  a  bank  line 
at  Wells  Fargo  and  the  occa- 
sional buyout  fund.  "If  I  had  to 
buy  a  certain  amount  of  prod- 
uct to  meet  certain  [earnings] 
targets,  I  wouldn't  make  the 
same  decisions,"  he  says. 

He  has  toyed  with  other 
ways  of  cashing  out.  A  year  ago  he  hired 
Citigroup's  Salomon  Brothers  to  find  a 
buyer  with  access  to  larger  deal  flow  and 
additional  capital — -say,  an  automotive- 
finance  company  like  GMAC.  So  far,  no 
takers.  This  spring  he  watched  PRA  insid- 
ers pocket  $90  million  in  a  secondary 
offering.  It  has  surely  occurred  to  him  that 
at  the  same  multiple  of  four  times  collec- 
tions, his  79%  stake  in  Cavalry  would  be 
worth  about  $340  million.  That's  a  lot  of 
bread  that's  still  in  the  oven.  F 
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Backseat  Drivflr  |  By  Jerry  Flint 


Solve  the  Pension  Mess 


A  CRISIS  LOOMS  OVER  THE  DOMESTIC  AUTOMOBILE 
industry:  too  little  money  has  been  set  aside  to  pay 
pensions  and  retiree  health  benefits.  At  the  end  of  last 
year  General  Motors'  pension  fund  was  $  1 9  billion 
short  of  what  it  should  have.  Its  health  care  liability  is 
underfunded  by  $51  billion.  Ford  and  Chrysler  aren't  as  bad  off 
now,  but  their  turn  in  the  box  will  come.  All  three  are  competing 
with  foreign  outfits  that  have  either  younger  workers  or  less 
expansive  promises  to  cover  the  doctor  and  drug  bills  of  retirees. 

These  figures  may  prove  in  the  end  to  be  too  high  or  too  low. 
Let  the  Dow  Jones  average  fall  to  7000  next  year,  and  the  problem 
gets  a  lot  worse.  Let  Medicare 
cover  prescription  drugs,  and 
the  shortfall  shrinks. 

A  growing  number  of 
analysts  believe  that  the 
Detroit  carmakers  cannot 
survive  this  burden,  that  they 
will  go  bankrupt,  disappear, 
be  taken  over  by  Asians.  I 
don't  happen  to  believe  this, 
but  okay — if  it  is  a  problem, 
let  us  solve  it. 

First,  let's  dismiss  the 
laughable  idea  that  the  United 
Auto  Workers  union  will  rec- 
ognize the  problem  and  will- 
ingly cut  the  burdens,  freeze 
the  already- rich  pensions  and 
make  workers  contribute  far 

more  to  pensions  and  retiree  health  care.  The  union  probably 
would  see  the  factories  closed  and  men  starving  on  the  street 
first.  You  don't  get  reelected  to  union  office  (or  to  Washington, 
either)  by  telling  the  members  to  pay  for  their  own  benefits. 

Any  plan  should  have  these  parameters:  The  promised  pen- 
sion and  health  care  benefits  must  be  paid.  They  shouldn't  drive 
•r  Ford  or  Chrysler  under.  The  taxpayer  shouldn't  have  to 
pick  up  the  burden. 

Here  is  a  proposal.  It  would  result  in  some  loud  squawking, 
but  at  least  it  would  \\> 

Every  automaker — foreign  ones,  too — would  collect  a  $500 
"assessment"-— for  political  reasons  let's  not  call  it  a  tax — on  the 
sale  of  each  new  car  and  in  the  U.S.  The  amount  would  be 

built  into  the  sticker,  lik  a  destination  charge.  At  16.5  million 
sales,  that  is  $8.25  billion  a  pear  lor  the  fund.  This  money  would 
pay  benefits  for  the  retired  i  i  i  of  the  three  U.S.  companies. 
If  $500  isn't  enough,  up  goes  ' 

Prices  needn't  rise.  The  can  side  $500 

to  $1,500  a  vehicle  now  to  fund  the  pensions  and 
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Every  carmaker- 
foreign  ones,  too— 
would  collect  a 
$500  levy  on  the 
sale  of  each  new 
vehicle  here.  The 
money  would  pay 
benefits  for  the 
Big  3's  retirees. 


health  care.  To  the  extent  th 
are  now  allowing  for  more  thi 
$500,  they  could  cut  the  c 
price.  Or  they  could  keep  tl 
difference  as  profit.  I'd  pref 
that.  Detroit  has  next  to  i 
profit  on  vehicles  right  now.  • 
That  screaming  you  hear 
coming  from  Toyota,  Hond 
Nissan,  Mercedes  and  all  tl 
B  other  foreign  manufacture! 
•  This  plan  makes  them  share  ti 
burden  of  promises  that  their  competitors  GM,  Ford  an 
Chrysler  have  made  to  workers. 

Unfair?  I  will  tell  you  what's  unfair. 
It  is  unfair  that  someone  should  get  a  competitive  adva 
tage  of  $1,000  a  car  because  he  hires  young  workers  and  t 
other  guy  is  doing  the  right  thing  paying  pensions. 

It  is  unfair  that  hundreds  of  thousands  of  workers  be  put  i 
the  street  when  companies  go  down  because  of  this  unfair  a 
advantage.  GM  has  28%  of  the  U.S.  market,  177,000  acti 
employees  in  the  U.S.  and  440,000  on  pensions,  including  wij 
ows.  Toyota  has  11%  of  our  market,  34,000  employees  in  t 
U.S.  (the  heart  of  the  empire  is  still  in  Japan)  and  a  grand  to 
of  65  U.S.  ex-workers  on  retirement. 

It's  unfair  that  ordinary  Americans  will  have  to  pick  up  tl 
huge  pension  burden  if  Detroit  falls.  They  will  have  to,  in  soi 
degree,  because  the  government  is  pledged  to  pick  up  bust 
pensions  through  the  Pension  Benefit  Guaranty  Corp. 

You  may  recall  that  when  Chrysler  was  in  danger,  the  gc 
ernment  guaranteed  a  $1  billion  loan.  Facing  an  immint 
bankruptcy  of  the  Detroit  companies,  Congress  might  coi 
up  with  $20  billion  in  loan  guarantees  to  save  them.  But  ther 
a  big  difference  this  time.  The  U.S.  Treasury  got  back  t 
money  it  effectively  lent  to  Chrysler  in  1981  and  even  po( 
eted  an  equity  kicker.  But  this  time  around  the  guaranti 
might  cost  taxpayers  real  money.  They  don't  make  'em  like  I 
Iacocca  anymore. 

The  German  and  Korean  makers  that  send  cars  here  woi 
argue  that  they  shouldn't  pay  because  most  of  their  workers 
not  here  but  in  their  homelands. 

Get  off  it.  They  have  "use"  taxes  in  Europe,  up  to  15%,  a  s 
of  sales  tax  on  wholesale  stuff.  Send  a  Detroit  car  over  there  a 
they  slap  on  the  use  tax,  which  goes  to  pay  for  their  social  v» 
fare  programs.  Why  can't  we  slap  a  tax  on  their  cars  to  pay 
our  citizens'  health  benefits? 

If  you  can  figure  out  a  better  plan,  send  it  in. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automol 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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Commercial-Free 


AS  THE  BROADCAST  NETWORKS  REV 
up  to  debut  dozens  of  comedies, 
dramas  and  not-so-real  reality 
shows,  the  new  fall  television  sea- 
son already  is  a  smash  hit,  finan- 
cially. Advertisers  placed  $9.3  billion  in 
advance  orders  for  commercial  time,  blowing 
away  last  year's  $8.1  billion  mark.  This  year 
total  TV  ad  sales,  excluding  cable,  could  crack 
the  $60  billion  barrier  for  the  first  time. 

Yet  many  of  the  biggest  buyers  look  at  the 
heights  the  ad  market  has  reached  and  see  a 
precipice.  In  a  few  years  over  half  of  the 
nation's  108  million  homes  will  have  digital 
recording  technology  that  will  let  them  zap 
past  commercials  effortlessly  or  choose  from 
a  vast  selection  of  commercial-free  shows. 
That  will  threaten  the  economics  of  most  TV 
programming  and  force  networks  and  mar- 
keters alike  to  find  new  ways  to  reach  elusive 
masses  of  ad-evading  consumers. 

This  digital  wave  started  with  a  trickle 
called  TiVo,  one  of  the  first  computer-hard- 
drive-based  digital  video  recorders  (DVRs).  It 
debuted  to  bold  expectations  in  1999  but  has 
struggled,  signing  up  fewer  than  a  million 
homes.  Now,  however,  TiVo-like  technology 
has  plunged  in  price  and  complexity  and  is 
gaining  momentum,  for  the  first  time  being 
offered  by  cable  and  satellite  providers  that 
reach  almost  90  million  U.S.  households. 
Most  network  executives  play  down  the 


lly  be  near  when  digital 

cerates  a  $60  billion  ad  business. 

vorks  survive? 


digital  threat  (as  incumbents  often  do),  and 
the  networks  are  resorting  to  cleverer — and 
potentially  more  intrusive — product  place- 
ments as  a  way  to  zap  the  zappers  (see  related 
story,  p.  82).  But  others  have  begun  to  fret. 
The  digital  wave  will  be  "a  brutal  attack  on 
the  underpinnings  of  our  business,"  warns 
Garth  Ancier,  who  oversees  programming  at 


CNN,  the  WB  network,  TBS  and  other  AOL 
Time  Warner  outlets. 

The  TV  ad  market  is  "reaching  the  top  of 
the  curve,"  and  digital  technologies  will  accel- 
erate the  coming  decline,  says  Peter  Sealey,  a 
former  Coke  marketing  chief  who  now  teaches 
at  the  University  of  California  at  Berkeley.  He 
recendy  leveled  this  warning  to  a  group  of  ad- 
vertisers: "Folks,  this  is  a  tidal  wave.  It  is  hap- 
pening, and  it  is  profound.  And  we  have  got 
to  figure  out  a  way  to  deal  with  that." 

Digitally  armed  consumers  can  suddenly 
destroy  business  models  that  thrived  for  gener- 
ations, as  people  in  the  battered  music  and  pho- 
tography industries  can  attest.  Yet  even  com- 
parisons to  Napster  undersell  the  potential 
economic  upheaval  and  social  impact  of  over- 
turning the  TV  ad  market.  It  has  twice  the  com- 
bined revenues  of  the  recorded-music  and  film- 
photography  markets.  Americans  spend  an 
average  of  four  hours  a  day  watching  TV,  an 
hour  of  that  enduring  ads.  That  adds  up  to  an 
astounding  10%  of  total  leisure  time;  at  current 
rates,  a  typical  viewer  fritters  away  three  years 
of  his  life  getting  bombarded  with  commercials. 
For  50  years  advertising  has  paid  for  the 
production  of  most  of  the  TV  shows  that  have 
graced  the  three  (and  later  four)  main  broad- 
cast networks  and  run  later  on  a  panoply  of 
local  stations  and  cable  networks.  Advertising 
also  finances  a  big  part  of  the  first-run  pro- 
grams now  popping  up  with  increasing  fre- 

quency  on  cable,  as  well.  (Seen 

Queer  Eye  for  the  Straight  Guy  on 
Bravo?) 

And,  year  after  year,  the  big 
networks  imposed  hefty  price  in- 
creases for  ads,  even  as  millions 
of  viewers  defected  to  cable,  and 
early  zapping  technology — the 
remote  control  and  the  VCR — 
took  hold.  They  have  raised  their 
per- viewer  rates  1 10%  in  the  last 
ten  years,  despite  a  30%  decline 
in  their  prime-time  audience, 
more  than  making  up  for  a  30% 
increase  in  the  cost  of  living.  Adver- 
tisers obligingly  went  along,  buying  on  faith 
and  lacking  a  way  to  precisely  quantify  how 
many  viewers  were  not  watching  the  ads. 

Now  all  of  that's  changing.  The  threat 
posed  by  the  fidgety  remote  control  and  the 
poky  VCR  pales  in  comparison  with  the  dig- 
ital threat.  Eighty-five  percent  of  TiVo 
homes  skip  most  ads  and  can  watch  a  half- 
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Will  Reality  Catch  Up  With  TV 


The  networks  have  managed  to  hike  ad  ratqai 


Average  primetime  viewership 
(left  scale) 
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As  TV  catches  on  in 
America,  show 
sponsors  pick  up 
the  entire  bill  for 
network  programs. 
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ESPN,  other  cable 
networks  begin  to 
bite  into  network 
audiences. 


1972 


regulation  of  the  cable 
'  allows  the  creation  of  HBO, 
the  first  commercial-free  pay  network. 


1 


hour  sitcom  in  23  minutes. 

No  problem,  net  execs  say:  While  DVRs 
and  other  gear  may  proliferate,  most  view- 
ers won't  use  the  gadgets  as  ad-killers  or 
pay  for  commercial-free  programs.  "This 
is  the  big  myth.  The  big  majority  of  people 
are  not  commercial  avoiders,"  says  David 
Poltrack,  the  head  of  CBS  research  and 
strategic  planning,  who  has  heard  predic- 
tions of  the  networks'  demise  for  20  years. 
At  worst,  he  figures,  DVRs  will  erode  audi- 
ence by  just  under  3%  a  year.  Alan 
Wurtzel,  NBC's  research  head,  says  that 
networks  can  survive  such  losses,  pointing 
to  the  huge  check-  ' iisers  just 

wrote:  "Until  you  can  find  an  alternative 
that's  better,  they  really  re  no 

choice." 

That  what-me-worry  atl  sn't 

sit  well  with  advertisers  fed  up  vith  the 
networks'  incessantly  rising  ices.  I 
guarantee  you  that  will  not  suv  in  itself. 
Higher  prices  for  diminished  return?  That 
gap  can  only  get  so  big  before  people  come 
up  with  alternatives,"  says  C.J.  Fraleigh, 
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the  General  Motors  advertising  czar  who 
oversees  the  nation's  biggest  ad  budget, 
including  $1.7  billion  for  TV.  Fraleigh  says 
GM  will  probably  spend  less  on  TV  ads  a 
few  years  from  now;  how  much  less  will 
depend  on  how  the  networks  respond. 

The  biggest  broadcasters — Viacom's 
CBS,  General  Electric  Co.'s  NBC,  Walt  Dis- 
ney's ABC  and  News  Corp.'s  Fox — could 
feel  the  sting  worst  and  soonest.  "Over-the- 
air  broadcasters  sustain  the  highest  costs, 
and  [unlike  cable]  you've  got  absolutely  no 
money  coming  back  from  consumers  in 
terms  of  subscriber  fees,"  says  AOL  Time 
Warner's  Ancier.  But  big  cable  channels  like 
Disney's  ESPN  and  Vivendi's  USA  Network 
could  be  hurt,  too.  Advertising  now  ac- 
counts for  30%  of  the  cable  industry's  $49 
billion  in  annual  revenue,  almost  double 
xcentage  a  decade  ago. 

The  networks  could  probably  survive 

which  in  four  years  has  signed  up 

100,000  subscriber  homes.  But  they 

can't  brush  aside  other  players  respond- 

:).  Cable  and  satellite  services  are 


Ik 


til 
Al 

hr 
IB 


beginning  to  offer  cheap  DVR  featur 
too.  Starting  last  month,  customers  wi  <J| 
order  EchoStar  satellite  TV  service  cL> 
get — free — a  DVR  with  100  hours  of  st 
age  (120  gigabytes)  and  a  "30-secofian 
skip"  button  expressly  designed  for ; 
zapping.  Cable  companies,  racing  to  k< 
up,  are  installing  a  TiVo-like  disk  into  tr  ji 
set-top  boxes.  About  half  a  million  ca 
subscribers  now  have  the  devices,  and  1 
of  the  nation's  72  million  cable  honfs, 
could  be  similarly  wired  in  five  years,  T 
Ancier  says. 

Cable  operators  charge  just  $K  mi 
month  for  DVR  service — and  nothing  ers 
front.  (TiVo's  slow  uptake  is  due  in  par 
the  fact  that  users  must  pay,  besides  a .' 
monthly  fee,  $300  for  the  hardware,  tl 
slog  through  a  complicated  installation.  t| 
eight  months  Time  Warner  Cable 
snagged  300,000  new  DVR  customers, 
spite  scant  advertising.  TiVo  took  m 
than  twice  as  long  to  hit  that  mark,  des] 
having  nine  times  as  many  potential  c 
tomers.  Comcast,  the  biggest  cabler,  r,  L, 
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ludisnce  flees  to  cable.  "I  guarantee  you  that  [trend]  will  not  sustain,"  warns  a  major  ad  buyer. 


TV  ads,  cost  to  reach  a  viewer 
(right  scale) 


DVRs  merge  with 
cable  set-top  boxes. 
"Video  on  demand" 
lets  viewers  order  TV 
shows  a  la 
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NBC  i960  1969  Nulien  Madia  Research  1970-present  September  evsry  year.  All  years  data  prior  to  1988-1989  excluded  Alaska  &  Hawaii.  Source.  Nielsen  Media  fieeearcl 


S.7  million  digital  subscribers  and  says 
all  be  able  to  get  a  DVR  box  by  early 

year. 

Die  cable  cabal  also  pushes  video-on- 
land — individual  shows  sold  to  indi- 
lal  viewers  at  a  few  bucks  a  pop  or 

Already  4  million  cable  customers 
Jarly  order  their  TV  a  la  carte  from 
ver-expanding  menu  of  movies,  sit- 
is,  dramas  and  news 
vs,  most  of  them  ad- 
or  zappable. 
'It  is  inevitable  that 
nology  will  give  con- 
ers  more  choices,  and 

includes  when  and 
'  many  commercials 
I  want  to  view,"  says 
ick  B.  Fruit,  a  senior 

president  at  Coca- 
i.  "We  want  to  move 
y  from  an  exclusive 
mce  on  30-second 
mercials  to  talk  to  the 
iumer."  As  ads  become 


e  want  to 
move  away 

from  an 

exclusive 

reliance  on 

30-second 

ads." 


more  voluntary,  he  says,  "it  puts  a  great 
obligation  on  the  advertiser  to  be  a  part  of 
the  viewing  experience  and  to  add  to  the 
experience."  Otherwise,  he  warns,  "they 
will  risk  being  irrelevant  or  ignored." 

Ad  agencies,  too,  will  have  to  abide 
by  a  new  level  of  digital  accountability. 
Imagine  firing  your  shop  because  TiVo 
says  your  spots  get  skipped  more  often 
than  those  of  your  rivals. 
In  May  TiVo  began  sell- 
ing viewing  data  detailed 
enough  to  show  the  pre- 
cise number  of  TiVo 
households  in  New 
Hampshire  that  skip  past 
the  Cingular  half-time 
report  during  the  NCAA 
finals.  "We  are  in  a  posi- 
tion to  measure  viewer- 
ship  of  commercials,  and 
if  you  are  an  advertiser, 
chat's  what  you  care 
about,"  says  TiVo  Presi- 
dent Martin  Yudkovitz. 


Some  advertisers  already  are  mulling 
new  strategies,  such  as  micro  ads  too  short 
to  skip;  shrewder  product  placements;  and 
even  paying  consumers  to  watch  ads.  In 
one  novel  experiment  Coke  recently 
bought  part  of  a  college  sports  cable  net- 
work, the  better  to  creatively  weave  in  ads 
consumers  can't  flee. 

The  best  way  to  combat  the  zap, 
though,  is  to  give  individual  viewers  only 
the  commercials  that  interest  them.  Digital 
technology  will  let  marketers  better  target 
their  ads  to  the  people  most  likely  to  watch 
them.  Nielsen's  traditional  demographic 
groups,  such  as  men  ages  18  to  49,  are 
imprecise  relics  of  an  era  when  broadcast 
networks  beamed  signals  only  one  way 
and  when  gathering  audience  data  was 
laborious  and  expensive.  Digital  devices 
on  two-way  networks,  including  one 
Nielsen  will  introduce  next  year,  can  track 
viewing  habits  down  to  the  second. 

GM  would  take  aim  at,  say,  30-ish  men 
whose  cars  are  more  than  four  years  old, 
says  Charles  Thurston,  president  of  Com- 
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cast  advertising  sales.  Such 
increased  precision  could 
vastly  increase  the  value  of  the 
ad  market,  even  if  fewer  ads 
are  watched.  "It's  a  way  to  let 
consumers  do  much  more 
thorough  research  on  a  prod- 
uct, and  really  make  it  come  to 
life,"  he  says.  Comcast  plan- 
ners hope  to  combine  the  pre- 
cision of  Google  (which  tai- 
lors ads  to  Web  search  results) 
with  the  impact  of  traditional 
TV  ads  (with  rich  images  and 
stereo  sound). 

Big  advertisers  are  experi- 
menting with  using  digital 
technology  to  provide 
optional  ads  to  viewers,  typi- 
cally packaged  in  longer  for- 
mats. Lexus,  Best  Buy,  New 
Line  Cinema  and  Sony  Pic- 
tures have  linked  up  with  TiVo 
to  create  "video  showcases" 
that  viewers  can  choose  to 
watch.  Movie  trailers  are  an 
especially  popular  form  of 
"voluntary"  ads;  two-thirds  of 
TiVo  viewers  watched  the 
Austin  Powers  in  Goldmember 
preview. 

Much  of  the  impending  upheaval  owes 
to  the  blistering  pace  of  improvement  in 
the  humble  computer  hard  drive.  Five 
years  ago  storing  video  on  hard  drives  was 
too  cosdy.  In  1999  the  first  TiVo  let  viewers 
record  30  hours  of  shows.  Hard-drive 


Showstopper:  TiVo's  Martin  Yudkovitz. 


prices  are  down  75%  since  TiVo  launched; 
now  DVRs  can  store  120  hours  of  TV  fare. 
The  same  cheaper,  denser  storage 
has  let  cable  companies  finally  deliver 
ubiquitous  video-on-demand,  after  a 
decade  of  overpromising.  Capacity  used 


If  Your  VCR  Still  Flashes  "12:00". . . 

A  PRIMER  ON  COMMERCIAL-SKIPPING  GADGETS 

Videocassette  recorders  (VCRs)  debuted  in  the  mid-1970s,  able  to  tape  shows  and 
then  fast-forward  through  commercials,  awkwardly.  TiVo  and  Replay  TV,  the  first  dig- 
ital video  recorders  (DVRs),  arrived  in  1999.  They  used  disk  storage  instead  of  tape 
and  made  navigation  far  simpler  and  quicker— 85%  of  TiVo  viewers  skip  most  ads. 
The  first  cable  boxes  with  built-in  DVRs,  debuted  in  the  spring.  In  August  the 
EchoStar  satellite  service  unveiled  the  first  fwjkDVR. 

HOW  TO  BUY  IUHPRmEJ 

Pay-per-view  cable  has  long  been  limitej  w  movies  and  the  odd  heavyweight 

bout.  New  video-on-demand  technology'  (Essentially  giant  TiVos  based  inside  a 
cable  network)  can  store  hundreds  of  hours  of  shows,  including  pay-channel  fare, 
sitcoms  and  the  nightly  news.  Like  TiVo,  they  also  can  stop,  pause,  rewind  and  fast- 
forward  at  any  time]  undermining  the  concept  of  prime  time.  The  Interact  can  deliver 
shows  this  way,  but  it's  a  few  years  away  from  doing  it  quickly  and  af'bigh  quality. 


to  be  so  precious  that  movi 
were  the  only  on-demar 
programming  that  cable  syl 
terns  offered.  Now  the  pr| 
gram  menu  has  expand! 
steadily  to  include  Sex  a\ 
the  City  and  other  HBO  fa 
and,  more  recently,  regul 
network        programme 
(which  includes  commc 
cials,  but  it's  now  possible 
fast-forward  through  then 
Comcast  can  deliver  t 
NBC  Nightly  News  and  oth 
network  shows  to  any 
700,000  homes  in  New  J<I 
sey.  If  viewers  come  home 
hour  after  NBC  anchor  Tel 
Brokaw  airs,  they  can  imrcl 
diately  cue   him   up.  PI 
hopes  to  make  its  entire  cl 
alog  available  eventuallyl 
tens  of  thousands  of  hotj 
of  programming. 

One  day,  not  too  far  (I 
TV  delivery  systems  may  allj 
viewers  to  download  spec] 
programs  straight  from  J 
network  or  production  col 
pany.  A  total  of  100,000  ba| 
ball  fans  got  a  glimpse  of  I 
future  this  season,  downloading  games] 
the  Internet  for  a  fixed  price.  Mall 
League  Baseball  charges  $3  a  game  or  .i 
for  a  month.  Seth  Meyers,  a  dieh. 
Boston  Red  Sox  fan  now  living  in  ISj 
York,  uses  the  service  to  watch  his  hoi 
team  when  games  aren't  aired  locally.  'I 
video  is  a  little  jerky.  Still,  says  Meyers  I 
officially  feel  like  I'm  living  in  the  futuil 
Selling  direct  completes  the  televisl 
industry's  long  drift  away  from  its  origl 
incarnation:  a  limited  menu  of  shol 
served  on  a  fixed  schedule  and  fundec  \ 
a  healthy  dose  of  commercials.  From 
start  that  model  was  built  on  a  rictl 
economic  foundation,  requiring  c 
tomers  to  pay  for  programming  wil 
horribly  inefficient  currency:  their  leif 
time.  Sponsors  spend  $43,000  to  air  a 
second  spot  on  Fox's  Cops  and  $365, 
for  30  seconds  on  NBC's  Friends — | 
either  way,  it's  a  raw  deal  for  view  | 
Every  hour  Joe  Six-Pack  watches 
advertisers  get  1 5  minutes  of  his  time  I 
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998,  the  Beverage  Testing  Institute  of  Chicago  conducted  a  blind  taste  test 
lore  than  40  vodkas.They  awarded  points  based  on  smoothness,  nose, 
most  importantly,  taste.  Of  all  the  vodkas.  Grey  Goose®  Vodka 
;rged  victorious,  receiving  96  points  out  of  a  possible  1 00. 

nded  in  1 98 1,  the  Beverage  Testing  Institute  conducts  tests  in 
ecially  designed  lab  that  minimizes  external  factors  and 
:imizes  panelists'  concentration. The  Institute  selects 
;es  based  on  their  expertise,  and  its  tasting  and 
-ing  procedures  are  widely  praised  as 
best  in  the  industry.  


Vodka 

GREY  GOOSE  VODKA 
Canadian  Iceberg  Vodka 
Stolichnaya  Gold  Vodka 
Staraya  Moskva  Premium 
Van  Hoo  Vodka 
Stolichnaya  Vodka 
Tanqueray  Sterling  Vodka 
Rain  1 995  Harvest  Vodka 
Ketel  One  Vodka 
Wyborowa  Vodka 
Kremlyovskaya  Vodka 
Finlandia  Vodka  of  Finland 
Alps  French  Vodka 
Skyy  Vodka 
Original  Polish  Vodka 
Glenmore  Special 
Fleischmann's  Royal  Vodka 
Mr.  Boston  Vodka 
Pole  Star  Vodka 
Luksusowa  Potato  Vodka 
Absolut  Vodka 
Cardinal  Vodka 
Barton  Vodka 
Barclay's  Vodka 


Schenley 

Mr.  Boston's  Riva  Vodka 
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greygoosevodka.com 
Drink  Responsibly. 


a  gift  of  Grey  Goose®  call  1-877-SPIRITS 
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Commercial-Free 

a  mere  8  to  40  cents,  a  fraction  of  the  min- 
imum wage.  Customers  like  Meyers 
would  much  rather  buy  what  they  want, 
when  they  want,  for  cash. 

Digital  alternatives  to  the  broadcast 
model  are  sure  to  exacerbate  what  Fed- 
eral Communications  Commission 
Chairman  Michael  Powell  has  publicly 
called  "a  disturbing  trend  ...  the  move- 
ment of  high-quality  content  from  free, 
over-the-air  broadcast."  The  networks 
could  play  on  that  sentiment  to  launch  a 
legal  counterattack,  waging  war  in  court 
and  lobbying  in  Washington,  D.C. 
to  push  for  measures  to  protect  "free" 
television. 

So  far  they  have  offered  only  mild 
resistance,  to  scant  effect.  In  June  they 


succeeded  in  pressuring  TiVo  rival 
ReplayTV  to  remove  an  automatic 
commercial-skip  feature  from  its  latest 
models.  Cable  and  satellite  execs,  locked 
in  a  pitched  battle  for  subscribers,  say 
they  must  put  consumer-friendly  fea- 
tures above  the  concerns  of  the  chan- 
nels they  carry. 

It  is  questionable  whether  a  legal 
assault  would  succeed.  It  hasn't  worked 
for  the  music  industry,  which  did  man- 
age to  kill  Napster  in  court  but  hasn't 
vanquished  myriad  other  song-swapping 
services.  Moreover,  many  media  execu- 
tives still  don't  see  DVRs  as  worthy  of 
efforts  to  repel  them.  They  scoff  at  fore- 
casts of  mass  adoption  and  cite 
predictions  that  TiVo  would  be  in  20 


million  homes  by  now.         .    . 

"What  I  feel  absolutely  confident 
-  going  to  happen  is  this:  The  traditional  3 
second  commercial  will  continue  to  pro 
per,  and  TiVo  and  Replay  will  new 
amount  to  much  more  than  a  minor  ir 
tant  to  the  TV  networks,"  Ranee  Crain,  t 
editor-in-chief  of  Advertising  Age,  wrote 
a  column  earlier  this  year. 

"Somebody  is  wrong  about  the 
damn  things,"  says  Berkeley's  Sealey.  rk 
convinced  that  role  belongs  to  the  skei 
tics.  What  about  that  $9.3  billion?  r 
answer:  "Let  me  suggest  to  you  that 
incandescent  light  bulb  burns  bright- 
just  before  it  goes  out.  And  a  busim 
model  can  sometimes  be  at  its  most  pn 
itable  before  a  plunge." 


Ad  Infinitum? 

Coming  up  after  these  messages  from  our  sponsors:  more  messages  from  our  sponso 


BY  ALLISON  FASS  AND  PETER  KAFKA 

FEARLESS  PREDICTION:  THIS  FALL 
one  of  the  hapless  makeover  sub- 
jects in  Queer  Eye  for  the  Straight 
Guy,  the  hit  cable  show  on  Bravo 
that  also  runs  on  NBC,  will  likely 
be  deemed  to  have  inadequately  gleaming 
teeth.  The  solution?  Crest  Whitestrips. 
Procter  &  Gamble  makes  Crest,  and  it  is 
now  in  talks  with  NBC  to  feature  the  strips 
in  at  least  one  episode  of  the  new  series  as 
part  of  a  broader  ad  deal. 

Brace  yourself  for  more  of  the  same: 
product  pitches  inside  the  shows  themselves. 
The  new  ads-inside  entail  far  more  than 
plopping  a  can  of  Coke  into  the  foreground. 
Networks  arc  inviting  advertisers  to  help  de- 
vise the  plot  or  the  look  of  a  program  to  bet- 
ter showcase  their  brands.  The  aim  is  to  cut 
through  the  clutter — and,  though  most  TV 
executives  won't  admit  it,  to  reach  fidgety 
viewers  who  zap  ads  assidui 

"People  are  not  watching  the  com- 
mercials. The  advertising  guys  at  the  networks  are  scared,  and 
so  are  the  agencies  trying  to  find  another  way  to  do  this,"  says 
Richard  Frank,  former  president  of  Walt  Disney  Studios.  He 
now  is  managing  partner  at  Integrated  Entertainment  Part- 
ners, a  new  Beverly  Hills  shop  working  to  make  client  prod- 
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Tod,  Jai,  Carson,  Thorn  and  Kyan:  Queer  Eye's  Fab  Five  weave  in  products  while  spiffing. 


ucts  central  to  TV  and  movie  plots. 

The  onrush  of  "reality"  shows  (no  actors,  no  scripts,  just  1 1 
ular  folks  and  coundess  unblinking  cameras)  sparked  this  s  | 
liminal  blitz.  The  new  approach  can  be  sort  of  subtle:  Don' 
surprised  to  spot  a  vintage  Johnson  &  Johnson  billboard  c  I 


The  website  that  helps  employees  manage 
their  benefits  gives  you  more  freedom,  too. 

At  CIGNA,  we  provide  a  simple,  secure  and  personalized  way  to  access,  track  and  manage 
benefits  that  satisfy  both  the  employee  and  the  benefits  manager  in  you. 

It's  called  myCIGNA.com.  It's  built  on  the  same  people-friendly  technology  from  Yahoo!;" 
with  the  security  of  a  CIGNA  site.  With  it  your  employees  can  access  and  track  their  health 
benefits  and  manage  their  retirement  account.  They  can  even  personalize  their  page,  using  simple 
step-by-step  instructions  to  receive  custom  information  tailored  to  their  personal  financial  and 
health  needs. 

The  result?  A  more  complete  understanding  of  benefits,  and  higher 
satisfaction  overall.  .,;-,  2W5^ 

Why  did  we  make  a  tool  like thisP^jBecause  when  employee  benefits  are  #irjfv» 

working  better  for  your  employees,  you -feel  better*  too.  ■  ■■■  /  ■  *■ 

To  see  how  easily  the  site;  works,  take,  a  demo  tour  at  wvvw.mycigna.com,  CIGNA 

or  call  your  broker.  ■■..'.        '  '"■  ABllSmesS  ofCcili 


Employ  ee   ben  efits 


Health 


Retirement 
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ballfield  circa  1909  in  a  made-for-TV  movie  on  Spotlight  Presenta- 
tion, a  TNT  cable  series  paid  for  by  J&J.  Or  painfully  obvious:  For 
Pepsi  Smash,  a  summer  concert  series  on  the  WB  network,  the  cola 
company  helped  design  the  set  and  pick  the  hosts. 

The  industry  calls  this  "brand  integration,"  a  nascent  busi- 
ness (maybe  $100  million  this  year)  that  is  growing  at  least  as  fast 
as  viewers  are  tuning  out.  And  networks  can  exact  a  few  extra 
sponsor  dollars,  up  to  a  20%  premium  in  a  spot-market  buy. 

Viewers  with  long  memories  (and  long  in  the  tooth)  will 
notice  a  rerunlike  quality  to  the  strategy.  In  TV's  earliest  days, 
advertisers,  as  they  had  in  radio,  routinely  produced  their  own 
programs  and  gave  their  products  starring 
roles.  Milton  Berle's  Texaco  Star  Theater, 
which  debuted  in  1948,  later  became  the 
Bukk-Berle  Show.  I  Love  Lucy  had  opening 
credits  that  originally  featured  Lucy  and 
Ricky  stick  figures  frolicking  around  a  box 
of  Philip  Morris  cigarettes. 

But  after  the  quiz  show  scandals  of  the 
late  1950s,  networks  took  control  of  their 
programming  and  generally  confined  spon- 
sors to  60-second  spots.  By  the  1980s  prod- 
uct placements  took  hold  in  Hollywood 
firms.  The  best  plant:  Reese's  Pieces  in  E.  T 
The  Extra-Terrestrial  in  1982.  In  1988  CBS 
shyly  placed  a  Coke  vending  machine  in  the 
faculty  lounge  in  a  short-lived  high  school 
drama  called  TV  101,  keeping  it  in  the  back- 
ground. The  reality  boom  intensified  the 
effort  and  made  it  more  brazen.  Starting  in 
2000,  CBS  and  Survivor  executive  producer  Mark  Burnett  featured 
products  advertised  on  the  show.  Hungry  contestants  were  re- 
warded with  Doritos  and  Mountain  Dew. 

The  new  format  is  changing  television  offscreen,  too.  Holly- 
wood talent  agencies  are  marketing  their  connections.  Heavyweight 
talent  shop  Creative  Artists  Agency  claims  credit  for  marrying 
Coca-Cola  with  Fox's  American  Idol,  giving  Coke  an  omnipresent 


Uncle  Miltie  pumped  for  the  Texaco  star. 


NBC  got  a  free  show  and  the  other  half  of  the  commercial  til 
The  three  advertisers — Mitsubishi,  Coors  Light  and  Americ 
Express — also  had  supporting  roles. 

In  the  show's  quick-cut  opening  credits,  star  chef  Ro 
DiSpirito  drives_a  Mitsubishi  SUV,  kitchen  staff  lug  a  case  of  Co 
Light  and  an  American  Express  card  flashes  by  in  a  close-up, 
one  episode  DiSpirito,  unable  to  pay  staff,  taps  his  AmEx  accoi 
telling  an  employee,  "Just  go  to  the  AmEx  Open  account." 
another  he  tries  to  boost  employee  morale  by  throwing  a  be 
party,  where  Coors  Light  flows  freely.  "People  get  the  joke,"  s 
Benjamin  Silverman,  who  produced  the  show  with  Interpul 
and  Survivor  Svengali  Burnett. 

Next  up  from  the  Interpublic  sh 
House  Rules,  airing  on  TBS  next  month 
which  couples  vie  to  remodel  the  pert 
home.  Lowe's  is  funding  the  show's  cost 
But  network  execs  insist  product  cam 
will  always  get  second  billing  to  comrr 
cials.  "These  integrated  packages  are  a  5 
of  life,  but  they're  not  going  to  take  over 
schedule,"  says  Jon  Nesvig,  president  of  si 
for  Fox  Broadcasting.  "The  viewer  can  t| 
only  so  much." 

Reality  shows'  anything-goes  con>: 
makes  it  easy  to  insert  brands  and  pr* 
ucts,  but  now  they  are  creeping  into 
tional  fare.  This  summer  NBC,  as  part  ot 
ad  pact  with  Avon,  wove  Avon's  new  M 
line  into  episodes  of  its  daytime  soap  1 
sions.  A  character  became  a  Mark  s; 
rep,  delighting  her  parents.  Ford  is  sponsoring  this  fall's  cc 
mercial-free  premiere  of  24,  a  gripping  terrorist  drama  on  I 
and  getting  long- form  ads  before  or  afterward  and  a  role  for 
new  Ford  F-150.  "The  truck  makes  Jack  look  more  like  a  he 
enthuses  Richard  Stoddart,  a  Ford  marketing  manager.  r> 
spring  Vivendi  Universal's  SciFi  channel  will  air  Five  Days 
Midnight,  a  whodunit  miniseries;  up  to  ten  sponsors  that  buy 


role.  The  judges  drink  from  Coke  cups,  and  contestants  are  inter- 
viewed in  a  "red  room"  done  up  in  Coke's  signature  color. 

In  some  cases  advertisers  or  their  agencies  cover  all  produc- 
tion costs  themselves,  offering  free  content  in  exchange  for 
putting  their  products  at  center  stage — and  even  at  times  the 
agencies  pocketing  a  share  of  the  show's  ad  sales.  NBC's  The 
Restaurant,  this  summer's  six-episode  reality  show  about  a  New 
York  bistro,  is  the  first  prime-time  series  in  decades  produced  in 
part  by  an  ad  agency,  the  Interpublic  Group  of  Cos.  One  execu- 
tive producer  credit  goes  to  an  agency  suit:  Robert  Riesenberg, 
who  heads  up  production  unit  Magna  Global  Entertainment. 
Interpublic  shouldered  the  show's  $1  million-per-episode  cost, 
then  recouped  it  by  selling  half  of  the  ad  slots  to  three  clients. 
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for  the  four  or  five  episodes  get  to  place  products  into  the  pl< 

But  it's  a  tricky  pursuit,  one  that  could  interfere  with  story  1 

and  scare  away  competing  brands  that  otherwise  might  advertis 

a  show.  "We  are  very  sensitive  to  the  potential  of  overcommen 

ization"  says  Chuck  B.  Fruit,  a  senior  vice  president  at  Coca-C 

"It's  kind  of  creepy  to  suddenly  see  various  products  wii 

your  set,"  says  Caryn  Mandabach,  a  partner  in  Carsey-Wen 

Mandabach,  which  produces  That  '70s  Show  for  Fox  and  the  n 

comer  Whoopi,  set  for  NBC.  Last  spring  her  firm,  along  with  ] 

ducer  Burnett,  sold  the  WB  a  pilot  for  a  sitcom  that  followe< 

American  family  motoring  around  Europe.  Part  of  the  pi 

plenty  of  opportunity  to  feature  cars  or  credit  cards.  It  never  ai 

Not  to  worry — lots  more  come-ons  are  coming  your  wa) 
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re  being  asked  to  do  more.  You're  being  asked  to  doit  with  less.  Microsi  " 
idows  Server  2003  is  designed  to  help  you  manage  these  oppos 
:es  with  powerful  server  consolidation  capabilities  that  increase  eff iciei 
:rease  man-hours,  and  lower  your  total  cost  of  ownership.  Download  yourf 
iluation  copy  of  Windows  Server  2003  at  microsoft.com/windowsserver2<~ 
tware  for  the  Agile  Business. 


rmation  Resources.  Inc.  (IRI)  manages  over . 
av/or  insights,  advanced  analytics,  and  decision  analysi.  Is  for  some  of  the  largest 
sumer  packaged  goods,  healthcare,  retail,  and  financial  companies  in  the  world.  To 
?!  increasing  demand  for  faster,  more  granular  business  intelligence  while  reducing 
K  IRI  is  using  64-bit  editions  of  Windows  Server  2003  and  SQL  Server  2000  on  an 
■  Itanium  2  system  to  deliver  faster  answers  to  its  customers.  The  result?  IRI  will  be 
-  to  process  more  queries,  using  a  fraction  of  the  number  of  servers  while  realizing 
nficant  cost  savings  and  improving  customer  seryjg^^tfgg 
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At  Home  on  the  Roac 


Can  a  hotel  function  as  a  perfect  second  home 
for  travelers  who  spend  a  few  days  or  more 
away  from  home?  It  can  when  it  offers  the  residen- 
tyle  accommodations  and  convenient  amenities 
a  Homewood  Suites  by  Hilton®  hotel. 

Here  is  a  universal  truth  about  business  travel:  The 
longer  you're  on  the  road,  the  more  you  want  to  be  home. 

This  is  its  corollary:  The  longer  you  have  to  be  on  the 
road,  the  more  you  want  your  accommodations  to  look, 
feel  and  act  like  home. 

Those  two  sentiments  explain  the  dramatic  growth  of 
what  the  hotel  industry  calls  the  "extended-stay"  lodging 
product.  Unlike  the  square-box  format  and  transient  nature 
of  a  traditional  hotel,  extended-stay  lodgings  do  a  remarkable  job  I 
of  making  travel  veterans  feel  at  home  on  the  road.  The  best  I 
extended-stay  hotels  offer  home-like  amenities  and  residential  j 
comfort  to  business  travelers  who  stay  a  few  days  — ■  sometimes  I 
weeks,  or  months  —  away  from  home. 

At  Homewood  Suites  by  Hilton,  an  extended-stay  leader  with  j 
more  than  1 25  locations  in  North  America,  the  emphasis  is  on 
features  that  make  the  guest  feel  at  home.  Accommodations 
are  spacious,  with  a  mix  of  studio  (at  some  locations),  one-  and 
two-bedroom  suites  that  are  nearly  twice  the  size  of  a  standard 
hotel  room.  Each  suite  offers  a  fully  equipped  kitchen  with 
microwave  oven,  full-size  refrigerator,  dishwasher,  twin-burner 
stove,  coffeemaker,  utensils  and  place  settings. 

An  in-suite  dining  area  doubles  as  workspace.  The  suites  are  | 
outfitted  with  an  iron  and  ironing  board  and  two  telephones  with 
voice  mail  and  dataports.  There's  plenty  of  in-suite  entertain-  | 
ment,  too,  including  remote-controlled  television  with  premium  ! 
cable  and  a  videocassette  player  or  on-demand  movies. 

Each  Homewood  Suites  by  Hilton  hotel  features  a  unique 
community  concept  built  around  a  hospitality  center  called  a 
Lodge,  the  central  area  off  the  main  lobby  where  guests  can 
relax,  eat  and  socialize.  It  offers  a  dining  room  area  and  a  com- 
fortable living  room.  The  Lodge  is  also  where  guests  can  partake 
in  two  signature  amenities  of  Homewood  Suites:  a  daily  compli- 
mentary hot  breakfast  for  all  guests  and  an  evening  Manager's 
Reception  every  Monday  through  Thursday  (subject  to  state  and 
local  laws)  featuring  complimentary  bever- 
ages and  a  light  dinner. 

This  home-like  approach  to  lodging  is  sup- 
plemented by  a  host  of  extra  services, 
including   a   24-hour   Suite   Shop®   conve- 


nience store,  laundry  facilities,  a  swimming  pool,  a  s\\ 
court  and  exercise  facilities  (at  most  locations).  There's 
a  complimentary  grocery-shopping  service*  for  busy  gu 
Homewood  Suites  also  offers  services  found  at  tradit 
hotels:  a  24-hour  business  center,  a  24-hour  agent-ass. 
front  desk,  conference  and  small-meeting  space  ai 
complimentary  copy  of  USA  Today  delivered  to  the  suite: 
weekday  morning.  Most  Homewood  Suites  hotels  aln 
offer  high-speed  Internet  access,  and  all  will  offer- 
valuable  new  amenity  by  April  1,  2004. 

A  hotel  that  fuses  the  best  amenities  of  home  with  s 
lodging  services  is  especially  attractive  to  several  did 
segments  of  business  and  leisure  travelers.  The  ave 
Homewood  Suites  by  Hilton  guest  spends  about  four  n 
at  a  property.  That  number  is  fueled  by  travelers  workir 
field  assignments,  executives  relocating  to  a  new  commi 
and  business  people  attending  seminars  and  conventio 
participating  in  corporate  training  programs. 

It  also  appeals  to  business  travelers  like  Diane  Rockhol 
Iowa-based  medical  sonographer  who  has  spent  much  c 
last  year  at  a  Homewood  Suites  by  Hilton  hotel  in 
Although  she  regrets  being  away  from  her  husband  anc 
sons,  Rockhold  says  Homewood  Suites  has  become 
comfortable,  cosseting  home  while  on  the  road. 

"I  can't  say  enough  about  the  staff  and  services,"  she 
"They  really  go  out  of  their  way  to  make  you  feel  at  hom< 
make  you  feel  safe.  There's  nothing  they 
won't  do  for  you.  They  don't  pry  into  your 
life,  but  they  take  care  of  you.  They  make 
you  feel  like  part  of  the  family,  and  that's 
something  I've  never  experienced  on  the 
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jefore.  Everyone  here  really  helps 
lake  the  best  of  it  when  your  fami- 
way. " 

khold  happily  ticks  off  a  long  list  of 
its  —  the  business  center,  the 
the  significant  number  of  Hilton 
ors"  points  she  has  earned  from 
>ng  stay  —  but  she  frequently 
s  to  the  topic  of  the  hotel's  generous  breakfasts  and 
lg  Manager's  Receptions. 

mnk  the  biggest  selling  point  that  people  don't  know 
Homewood  Suites  is  the  meals,"  she  says.  "You  see 
jne  down  at  the  Lodge  every  morning  for  breakfast, 
len  you  see  them  in  the  evenings.  It's  wonderful  to  feel 
ne,  but  you  never  have  to  cook." 
same  Homewood  Suites  by  Hilton  hotel  has  also  been 
for  Stephanie  Madden  in  recent  months.  Unlike 
idd,  Madden  has  had  her  family  —  two  toddlers  and 
usband  —  with  her  during  her  multiweek  stay.  The 
ens  arrived  at  Homewood  Suites  when  the  Madden 
home  needed  emergency  repairs. 


"We  first  stayed  five  days  in  a  regu- 
lar hotel  down  the  road  from  our 
house,  and  we  couldn't  take  it  any- 
more," she  recalls.  "We  were  all 
crammed  in  one  room,  and  we  were 
bouncing  off  the  walls." 

After  moving  to  Homewood  Suites, 
however,  Madden  says  everyone  is 
happy:  "We  have  space;  it  is  a  home-like  atmosphere,  very 
friendly.  My  husband  is  happy.  I'm  happy.  The  kids  are  happy. 
They  think  it's  a  vacation.  They  don't  want  to  hear  that  they 
have  to  go  home  soon.  They  keep  saying,  'No,  no,  no. '"And 
while  her  own  home  is  being  renovated,  Madden  has  learned 
something  important  about  life  on  the  road  and  the  value  of 
a  stay  at  the  casual,  residential-style  Homewood  Suites  by 
Hilton  hotel. 

"You  know,  I'd  never  gotten  a  good  night's  sleep  in  a  hotel 
before,"  she  says.  "But  I  sleep  here.  It  doesn't 
feel  like  a  hotel.  It  feels  like  home."  ■ 

'Guest  pays  for  groceries.  Other  restrictions  apply. 


My  Homewood. 

Wake  up  to  a  complimentary 
hot  breakfast  seven  days  a  week. 
As  well  as  a  two-room  suite* 
with  a  fully  equipped  kitchen.  At 
Homewood  Suites  by  Hiltonf  you 
can  even  look  forward  to  a  weekday 
evening  Manager's  Reception* 
with  a  complimentary  light  meal 
and  beverages.  So  you  can  feel 
at  home,  even  when  you're  not. 
All  for  less  than  you  might  think. 
Visit  homewoodsuites.com, 
or  dial  1-800-CALL-  HOME! 


MAKE  YOURSELF  AT  HOME.- 
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In  2004,  get  the  Lest  return  horn  the  brand. 
Attend  the  Brand  Revival .  This  November. 


The  brand  rules  have  changed.  We've  learned  from  the  their  accomplishments  with  the  world's  biggest  b: 
experiments  of  the  80s  and  90s.  Now  it's  time  to  move  to  Discover  the  powerful  models  that  will  take  you  to 
new  strategies.  The  Brand  Revival  intro-  |^^^^^^^^  traditional  brand  practices— and 

duces  the  foremost  thinkers  and  doers  m9uTL  V°u  squarely  where  profits  grow  I 

in  the  marketing  realm,  famous  for  R    ?   V   i    V   8  Register  now  at  www.BrandReviva 


Register  at  www.BrandRevival.net 


New    York  Toronto 


Vancouver     •     Los    Ange 
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Making  "Eureka!"  Pay 

An  inventor  turns  that  most  prosaic  of  devices— the  contraption 
that  raises  and  lowers  your  car's  windows— into  a  big  deal. 

BY  JONATHAN  FAHEY 


)AUL  FENELON  FOUND  A  FOR- 
tune  buried  inside  the  door  of 
his  Lincoln  Town  Car.  He  was 
fiddling    through    a    restless 
retirement  in  Nashville  in  1991 
•  selling  his  thermoplastics  business  to 
)n,  when  the  driver's  side  window  of 
:ar  stopped  fitting  flush  into  the  door, 
bad  window  created  an  irritating 
itle  on  the  highway.  Fed  up  after  a  few 
cs  of  this,  he  took  the  car  to  the  deal- 
ip  to  get  it  fixed.  The  problem  soon 


returned,  and  back  Fenelon  brought  it  to 
the  dealership.  Soon  after  that  "fix" 
Fenelon  went  to  lower  his  window  and  it 
fell  like  a  stone  into  the  door. 

Enough  was  enough.  Fenelon  pried 
the  door  panel  off  himself  to  have  a  look. 
The  device  he  found  inside  struck  him  as 
foolish  beyond  explanation.  "I  was 
absolutely  flabbergasted  by  the  complex- 
ity of  it,"  says  the  fiery  Fenelon,  61,  his 
brogue  from  a  childhood  in  Ireland  rising 
to  a  shout.  "The  design  is  crazy!  A  com- 


plete waste!"  Fenelon  immediately  pic- 
tured a  simpler  system  that,  now  realized, 
is  lighter  by  half,  quieter,  cheaper,  easier  to 
build  and  more  durable. 

Fenelon  had  found  what  all  casual 
dreamers  and  determined  tinkerers  crave: 
an  elegant  solution  to  a  nagging  problem, 
attached  to  a  potentially  giant  payoff.  A  bit 
of  math  sent  Fenelon's  heart  fluttering:  16 
million  cars  or  so  are  sold  in  the  U.S.  every 
year,  each  needing  two  or  four  window  reg- 
ulators. That's  a  $900  million  annual  mar- 
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ket,  and  a  royalty  of  a  few  percentage  points 
would  make  a  tidy  fortune. 

The  payoff,  however,  was  a  long  time 
coming.  It  has  taken  nearly  a  decade  and 
$3  million  of  his  own  money  to  find  a 
buyer.  But  now  Dura  Automotive  Sys- 
tems, a  $2.4  billion  supplier  in  Rochester 
Hills,  Mich.,  is  offering  the  Fenelon  regu- 
lator as  part  of  a  window  system  it  sells  to 
automakers.  Dura  says  it  will  begin  pro- 
duction in  2004  and  ship  more  than 
500,000  units  within  a  year. 

The  invention  itself  turned  out  to  be  a 
relative  cinch.  Persuading  partsmakers  to 
take  a  look  (while  protecting  his  inven- 
tion) was  the  tough  part.  Fenelon  knew, 
having  run  a  company  that  supplied  plas- 
tics to  automakers,  just  how  insular  and 
risk-averse  that  industry  is.  "It's  hard  to 
walk  into  a  building  and  show  2,500  engi- 
neers something  they  should  have  done," 
Fenelon  says.  "They  just  don't  like  it. 
Sometimes  you  have  to  hit  them  over  the 
head  with  a  two-by-four." 

Fenelon  also  knew  about  the  bitter- 
sweet tale  of  Robert  Kearns,  the  inventor,  in 
1967,  of  intermittent  windshield  wipers. 
Kearns  showed  his  design  to  Ford,  then 
spent  20  years  in  bruising  court  battles  with 
every  big  automaker — all  of  whom,  he 
contended,  had  stolen  his  idea.  The  ordeal 


left  Kearns  distraught,  although  in  the  end 
he  won  $30  million  from  Ford  and 
Chrysler.  Determined  to  avoid  Kearns'  fate, 
Fenelon  tenaciously  guarded  his  proto- 
types, forcing  often  reluctant  manufactur- 
ers to  sign  nondisclosure  agreements. 
Fenelon's  license  with  Dura  compels  the 
partsmaker  to  help  defend  his  patents,  and 
Fenelon  can  market  any  improvements 
Dura  happens  to  make. 

The  most  common  window  regulator 
on  the  road  today  is  a  scissorlike  mecha- 


admits  the  world  could  use  another  wi) 
dow  regulator.  "None  of  the  systems  o 
__  there  now  are  perfect,"  says  Enrico  Fii 
ArvinMeritor's  head  of  advance  sales  fi 
door  systems. 

Fenelon's  is  a  plastic  set  of  paralli 
vertical  tracks  with  teeth.  A  motorizi 
circular  gear  rides  up  and  down  betwei 
them  like  a  cog  railway.  The  windo 
clamped  in  place  above  the  motor,  mov 
smoothly  and  quietly.  He  knew  he  h 
something  big  from  the  first  test  he  di 


"It's  hard  to  show  2,500  engineers 
something  they  SHOULD  HAVE  DONE." 


nism  that  opens  to  push  up  the  window. 
This  arm-and-sector  design,  around  for 
half  a  century,  made  sense  in  the  old  days 
because  the  elbowlike  fixed  fulcrum  al- 
lowed for  the  hand  cranks  to  stay  in  one 
place.  When  automakers  began  offering 
power  windows,  they  just  slapped  a  motor 
where  the  hand  crank  used  to  go.  One  of 
many  problems:  The  awkward  design  re- 
quires a  motor  that  is  unnecessarily  strong. 
When  the  window  hits  the  top  of  the  door 
and  stops,  the  high  torque  on  the  system 
damages  the  motor  and  can  bend  parts. 
Even  a  Dura  competitor,  ArvinMeritor, 


The  Ups  and  Downs  of  Car  Windows 


Current  window 
mechanisms  waste 
energy  and  break 
too  often.  Paul 
Fenelon's  new 
system,  a  gear  inside 
a  track,  reduces 
torque  and  failures. 


CURRENT 


With  the  help  of  a  machinist,  and  usinj 
formula  he  concocted  for  a  stiff,  se 
lubricating  plastic,  Fenelon  built  a  cru 
prototype  of  the  gear  and  found  that  t 
torque  required  to  push  the  window  v 
half  of  what  the  old  design  required. 

In  its  latest  incarnation,  Fenelon's  w, 
dow  regulator  is  less  than  half  the  weight 
the  arm-and-sector  design,  2  pounds  rati 
than  5.  It  is  quieter  by  5  to  10  decibels.  It 
quires  40%  less  electrical  power  and  1 
just  10  components,  as  opposed  to  24  < 
also  requires  no  grease,  a  huge  nuisance 
assembly  plants.  "There's  no  way  they  ( 
follow  us,"  Fenelon  says  of  the  compt 
tion.  "We're  going  to  just  kill  'em!" 

Dura  is  slightly  less  sanguine.  T 
company  thinks  the  new  regulators  < 
get  25%  of  the  market  within  a  few  ye; 
"Paul's  got  a  lot  of  good  ideas,"  says  S< 
McGuire,  Dura's  marketing  chief.  "But 
also  has  a  lot  of  persistence." 

In  order  to  win  over  manufactun 
Fenelon  had  to  test  his  invention  se^ 
ways  to  Sunday.  He  built  a  contrapt 
that  opened  and  shut  the  windows  c 
modified  Ford  Explorer  35,000  times, 
installed  his  device  into  a  Ford  Cro 
Victoria,  the  model  abused  by  so  m; 
cops  and  cabbies,  and  slammed  the  d 
100,000  times  to  see  if  vibrations  wo 
wear  it  down.  Every  time  Fenelon  bui 
new  prototype,  he  discovered  wayj 
improve  it.  He's  got  six  patents  now, ; 
three  pending.  "Perfection  is  very  mu( 
moving  target,  and  if  you're  going 
improve  something,  you  better  pro' 
it — or  you're  giving  it  away." 
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JVly  father  gave  me  golf,  mh «, chnu m0m^ «&. anj 

its  fog  covered  fairuaus.  I  PQ.VO  H.ITT1  QUJtj  filled  with  cocky  bravado  ana  weak  excuses. 
lie  flQCl  IhlS  CireCltn  that  Id  grow  up  to  he  a  pro  golfer,  but  soon  realized  it  was  wishful 
thinkino.  He  also  had  CI    0^0171     Of    playing    Pebble    Bedell.  I  decided 

this  was  one  dream  I  ecu  la  definitely  make  happen.  And  as  we  stood  there,  on 

the  first  tec  box  of  Pebble  Beach  Golf  Linhsrhis  dream  became  my  dream. 


ODCE      AT      KIBBLE 


Beach,    The    I 
Beach     Golf    Links,     S  p  i 


P-EBBLE  BEACH 

RESO R 1  S 


Spanish    d  a  y  ,    Casa    Palmero,    The    Spa    at    Pebble    Beach 
Hill    Golf    Course    and    The    Links    at    Spanish    Bay 
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Announcing  the  New  Book 
by  Joe  Calloway 


to  beating  the  competition, 

Calloway  offers  hope 

to  companies  confronting 

a  constantly  changing 

and  increasingly 

competitive  marketplace." 

-  Publishers  Weekly 


Don't  strive  to  be  a  leader  in  a  category. 

Create  a  separate  category  and  be  the 

only  one  in  it. That's  true  differentiation. 

Joe  Calloway's  highly  acclaimed  new  book 

shows  you  how  to  win  and  keep 
today's  customer  by  creating  compelling 

experiences  that  take  you  out  of  the 
price  wars  and  into  the  creation  of  value. 


"Becoming  a  Category  of  One  shows 

what  it  takes  to  build  a  brand  on  something 

more  than  just  product.This  book  inspires 

us  to  go  for  greatness,  and  to  win 
by  using  our  hearts  as  well  as  our  minds." 
-  Ken  Blanchard,  author,  The  One  Minute  Manager 

"Calloway  offers  an  energetic  piece  on 

branding,  company  culture,  and  customers. 

With  companies  scrambling  to  survive  in  this 

dicey  economy,  the  book  is  apropos  for  all 

business  collections." 

-  Library  journal 

"If  you  could  have  everyone  in  y  ur  company 

read  just  one  business  book,  this  should 

be  it.  Becoming  a  Category  of  I 

very  straight  talk  about  how  it's  ev<     /one's 

responsibility  to  help  build  the  bt 

-Daniel  Hurrus,  author.Technotrends 

Published  by  4" WILEY 


Available  wherever  books  are  sold, 
or  visit  www.joecalloway.com. 


THE  WEB 


In  There 


Open  a  virtual  world  to  the  public  and 
what  do  you  get?  Real  business  ventures. 

BY  KEMP  POWERS 


HYPE  AND  MYSTERY  HAVE  SHROUDED 
There  Inc.  since  its  inception  six 
years  ago.  The  company's  mam- 
moth project,  a  virtual  three-dimensional 
universe  representing  Earth,  is  six  weeks 
away  from  a  public  debut,  but  glimpses  of 
it  strongly  suggest  one  common  bond 
with  the  real  world:  People  do  the 
darnedest  things. 

There  testers  have  been  engaging  this 
Web  realm  through  their  avatars,  or  digital 
selves,  who  can  speak,  display  emotion  and 
wander  the  environment  using  such  items 
as  dune  buggies  and  jet  backpacks.  There's 
size  and  complexity  is  designed  to  spur  lim- 
itless experimentation.  "I've  done  Ultima 
Online,  Active  Worlds  and  Adobe  Atmos- 
phere. They  all  have  these  arbitrary  limits 
that  don't  exist  on  There,"  says  Dylan  Ben- 
nett, a  24-year-old  who  works  as  a  Web 
master  at  a  private  school  in  Sheridan,  Ore. 
Using  his  avatar  named  MBoffin,  Ben- 
nett tested  his  theory  of  There's  limitless- 
ness  by  coughing  up  $4.50  to  get  8,000 
Therebucks,  and  using  the  play  money  to 
purchase  a  hoverpack.  By  taping  down  the 
mouse  button  on  his  computer  overnight, 
iar  fly  to  such  a  height  that 
the  entire  planet  of  There  could  be  seen 
below.  Bennett  bookmarked  the  location 


before  leaping  out  of  li 
pack  for  a  12-hour  frfl 
fall,  snapping  pictures 
the  slowly  growing  lanj 
scape  on  the  way  dowl 
Bennett  began  offerii 
"skydiving"  tours  for  S| 
Therebucks  and  had  1 
self  a  fledgling  business.! 
Unfortunately,  his  ve| 
ture  derailed  after  only  ti 
paying  customers,  wh 
people  began  bookmai 
ing  the  location  the  sai 
way  he  did.  So  he  used  t 
money  to  buy  and  ci 
tomize  shirts  for  otr 
avatars.  "I  sold  them 
auction  and  made  abc 
70,000  Therebucks,  | 
was  a  good  investme 
says  Bennett. 

Four  female  us<| 
taught  their  avatars 
dance  by  stringing  together  a  series  of  i 
pressive  movements.  Twenty  spectators 
tended  their  invite-only  performance  at 
a  There  bar.  One  dance  fan  made  a 
began  selling  (for  play  money)  a  boot 
video  of  the  routine.  Another  group) 
users  stacked  ramps  at  the  edge  of  a  l,5t 
foot-high  cliff  face,  then  held  an  ev 
where  spectators  rated  dismounts  as  tl 
drove  dune  buggies  into  the  abyss. 

"Members  are  beginning  to  create 
content,"  says  Thomas  Melcher,  The: 
chief  executive  officer.  He  says  the  co 
pany  is  slowly  working  through  the  pc 
ical  and  regulatory  red  tape  to  enable  I 
tual  Therebucks  to  convert  back  into  i 
dollars,  allowing  the  site's  entreprene 
to  make  real  cash  from  their  ventu 
Sponsors  such  as  Levi's  and  Nike  are 
ready  planning  to  allow  their  product 
be  sold  on  the  site. 

There  has  raised  more  than  $33  r 
lion  since  1998,  $19  million  of  which  a 
from  its  110  employees  and  an  additic 
$11  million  from  their  friends.  High-t 
file  staffers  and  investors  include  Ebay< 
ployee  number  four  (and  private 
owner)  Michael  Wilson,  former  Yahoo 
ecutive  Karen  Edwards  and  Electronic 
architect  Stewart  Bonn. 
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Our     simple     formula 
for     success: 

Follow  the  advice  we  give  our  children. 


Protective  Ml 


We  all  encourage  our  children  to  do  the  right  thing.  For  almost  one 
hundred  years,  the  same  good  advice  has  served  Protective  well.  We've 
always  strived  to  offer  great  products  at  highly  competitive  rates  and 
provided  the  kind  of  attentive,  personal  service  we  would  hope  to  get  from 
others.  Sound  too  simple?  Perhaps,  but  it's  helped  us  become  one  of  the 
fastest  growing  companies  in  the  life  insurance  industry.  Isn't  it  reassuring  to 
know  that,  Doing  the  right  thing  is  smart  business"? 

Life    Insurance    |    Annuities   |   Retirement   Savings    I   Asset   Protection    Products 
Protective  Life  Insurance  Company,  Empire  General  Life  Assurance  Corporation,  West  Coast  Life  Insurance  Company 


Doing  the  right  thing  is  smart  business? 


www.protective.com 


32  05  03 


Protective  Life  Corporation,  P.0  Box  2606,  Birmingham,  AL,  35202 


Technology  |  Digital  Tools 

by  Stephen  Manes 


Lef  s  Get  Lost 


DIRECTIONALLY  CHALLENGED  CITIZENS,  TAKE  HEART: 
Global  Positioning  System  satellite  hardware  is  more 
accurate  than  ever.  Add-on  equipment  can  turn 
some  Palm,  Handspring  and  Pocket  PC  organizers 
into  GPS  systems.  Now  GPS-meister  Garmin  Interna- 
tional has  come  up  with  the  first  organizer  with  a  receiver  built 
in  and  two  discs  of  U.S.  maps  in  the  box.  The  iQue  3600  costs 
about  $550;  for  an  extra  $79  you  can  add  a  car  cradle  with  a 
weighted,  textured  base  that  hugs  your  dashboard  without 
adhesives,  a  cigarette-lighter  plug  that  keeps  the  unit  charged 
and  a  speaker  of  its  own. 

The  big,  bright  backlit  320x480-pixel  screen  is  easy  to  get 
used  to,  and  a  handy  flap  flips  up 
from  behind  to  protect  it.  Other- 
wise, the  iQue  behaves  much 
like  other  pricey  Palm-based 
handhelds,  with  two  important 
caveats.  Its  card  slot  works  with 
standard  Secure  Digital  memory 
but  not  with  devices  like  cam- 
eras or  Wi-Fi  cards.  And  its  con- 
nector, though  similar  to  Palm's, 


The  latest  palmtop 
organizer  offers 
GPS  navigation, 

detailed  maps  and 
quirky  routings. 


Gone  astray?  Get 
a  map,  or  spend 
$550  on  Garmin's 
iQue  3600. 


is  not  guaranteed  to  v.  idard  keyboards  and  such. 

The  unit  has  a  h.  that  often  lets  you  breeze 

through  options  wit!  1L1S.  Software  lets 

you  play  MP3  and  WAN  es  that  take  far 

more  memory  than  yo  1 1 

But  GPS  is  this  unit's 
downfall.  First  you  have  to  do1 


ii  ai 
non 
Ihj 


areas  you  need — a  process  yl 
may  find  yourself  doing  ofW 
you  travel  a  lot  and  lack  a  ll 
memory  card.  Streets  and  ro;| 
are  detailed  down  to  the  m\ 
obscure  byways  and  inch 
icons  for  almost  every  possi 
business  and  point  of  inten| 
But  thanks  to  confusing  sof 
and  inadequate  documentatiJ 
learning  how  to  use  all  t| 
information  isn't  obvious. 
Program  the  iQue  for  travel  and  the  unit  will  deliver  tu 
by-turn  instructions  that  you  can  preview — and  then  lister, 
as  you  drive.  Unfortunately,  the  spoken  directions  amount  o 
to  phrases  like  "turn  left  in  400  feet";  for  specific  street  nar 
you  have  to  consult  the  display.  More  than  once  I  nearly  turn 
down  the  wrong  lane. 

The  iQue  can  plot  routes  to  sites  in  your  address  book  oi 
own  database.  Some  directions  are  brilliant,  but  many  are 
plain  wacky.  The  right  way  to  get  from  my  Seattle  home  to  Pt 
ell's  City  of  Books  is  to  hop  on  1-5  and  get  off  in  Pordand. 
iQue  proposed  a  ferry  ride  and  a  wild  GPS  chase  dozens  of  m 
out  of  the  way.  Asked  for  the  fastest  route  for  a  4-mile  erra 
the  iQue  added  12  blocks  to  my  usual  route.  Some  IQ  that  i; 
You  can  buy  topographical  maps  for  the  unit,  but  hikers 
unlikely  to  bite.  The  battery  is  not  removable,  and  it's  good 
just  two  to  three  hours  when  using  GPS.  The  backlight  runs 
juice  down  quickly,  too. 

And  when  the  iQue  is  positioned  in  the  car  cradle,  its  f  tsar 
up  antenna  forces  the  device  away  from  the  front  of  the  wi 
shield,  limiting  the  number  of  satellites  it  can  find.  On  Seat 
hilly,  tree-lined  streets,  just  getting  the  unit  up  and  runr 
often  took  several  minutes,  and  more  than  once  it  lost  trac 
its  position.  Things  might  have  been  better  with  Garmin's 
external  antenna  and  8-foot  cable,  which  I  didn't  test. 

Don't  plan  on  using  the  iQue  the  minute  you  jump  in 
rental  car  in  an  airport  garage.  The  unit  needs  open  sky  be 
it  can  go  to  work.  And  it  can  deliver  directions  only  fron 
current  point;  to  preview  a  route  in  a  distant  city,  you  nee 
fool  the  unit  into  thinking  it's  there  already. 

The  iQue  is  a  clever  engineering  hack,  but  it  makes  s< 
only  for  those  who  find  themselves  desperately  lost  extrer 
often.  Others  are  better  off  with  a  cheaper  organizer,  a  g 
map  Web  site  and  an  occasional  stop  for  directions. 


belo 
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|7i    fl-»pc  I  Stephen  Manes  (steve@cranky.com)  was  cohost  of  Digital  Duo  and  has  been  cove 
technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 
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rRODUCTION 


ADVANTAGES  AND  OPPORTUNITIES 


IRIVE  FOR  INVESTMENT 

lo  area  in  the  Russian  Federation  demonstrates  ongoing 
momic  development  better  than  the  Moscow  Region, 
ich  is  attracting  increasing  amounts  of  foreign  capital. 


U^  xtending  over  18,000 

square  miles  around  the 

^m     capital,  Moscow  Region 

is  the  largest  -  and  one 

of  the  fastest  growing 

B^H  -  administrative  areas 

e  Russian  Federation.  Bigger 

Belgium,  Denmark  or  Switzer- 

it  is  among  the  leading  desti- 

>ns  in  the  country  for  both 

jn  and  domestic  investment. 

addition  to  its  high  industrial 


i 


KLIN  DISTRICT 

Policies  to  attract 
investment 


INSKY  DISTRICT 

'  development  plans 


":SS  NET 

202-628-0756 
:  202-628-0759 
>®pressnet-dc.com 
m.  pressnet-dc.com/ 
cowregion 


and  scientific  potential,  the  region 
offers  proximity  to  Moscow  and  easy 
access  to  the  city's  consumer  mar- 
ket, with  the  added  advantages  of 
lower  prices  and  production  costs. 

Moscow  Region  ranks  third  in 
Russia  in  terms  of  industrial  pro- 
duction, with  expertise  in  areas  rang- 
ing from  engineering,  machine  tools 
and  chemicals  to  food  and  textiles. 
The  region's  agricultural  sector 
accounts  for  10%  of  Russia's  total 
agricultural  production. 

Particularly  notable  is  the  well- 
developed  science  sector.  More  than 
30%  of  Russia's  scientific  institu- 
tions, including  over  half  of  the 
research  and  development  centers, 
are  located  in  the  region,  making 
Moscow  Region  the  innovation  cen- 
ter of  the  country. 

"We  see  our  future  in  innovation 
and  high-tech  development,"  says 
Boris  Gromov,  Moscow^  Region 's  Gov- 
ernor. "We  are  attracting  foreign 
investors  who  are  interested  in  par- 
ticipating in  these  kinds  of  projects." 

With  a  population  of  seven  mil- 
lion, Moscow  Region  has  a  large  con- 


sumer market  of  its  own.  Under  the 
current  administration,  the  pur- 
chasing power  of  the  population  has 
risen  by  40%  in  the  last  three  years, 
and  the  regional  budget  has  been 
doubled. 

The  region  possesses  an  excel- 
lent transportation  network,  with 
extensive  connections  to  other 
regions  by  road,  rail,  air  and  water, 
and  ranks  second  in  Russia  for 
telecommunications  services. 

Foreign  direct  investment  (FDI) 
more  than  doubled  in  2002,  rising 
from  $370  million  in  2001  to  $750  mil- 
lion-and  the  regional  authorities  see 
no  reason  why  it  should  stop  there. 
Their  current  target  is  to  raise  the 
level  of  FDI  to  $1  billion  or  more, 
bringing  the  annual  inflow  close  to 
Moscow's  FDI  total  for  last  year  of 
$1.5  billion.  In  the  first  quarter  of 
2003,  investments  amounted  to  $230 
million. 

Governor  Gromov  believes  Rus- 
sia's capital  city  is  no  longer  the  obvi- 
ous choice  for  investors,  who,  he 
says,  are  increasingly  turning  to  the 
regions.  "Although  Moscow  is  still 


attractive  for  potential  investors,  its 
potential  is  decreasing  because  all  the 
niches  have  already  been  occupied, 
and  there  are  fewer  opportunities. 

"If  the  Moscow  market  is  satu- 
rated, the  best  solution  is  to  find 
somewhere  close  to  Moscow  with  a 
developed  infrastructure  and  pro- 
fessional staff.  The  best  solution  is 
the  Moscow  Region." 

The  regional  authority  strives  to 
create  a  favorable  investment  envi- 
ronment, offering  investors  tax  priv- 
ileges and  legal  guarantees  to 
protect  their  rights.  "A  lot  of  effort 
has  been  put  into  encouraging 
investors  to  put  their  money  into  the 
region,"  says  Governor  Gromov. 

"Since  2002,  we  have  been  look- 
ing closely  at  the  creation  of  favor- 
able conditions  for  the  development 
of  small,  medium  and  large  busi- 
nesses, as  well  as  agriculture  and 
industry  in  the  region." 

The  regional  government  is  work- 
ing particularly  closely  with  all  large 
and  medium-size  projects,  and  tak- 
ing steps  to  reduce  administrative 
and  bureaucratic  barriers.  "Our  aim 
is  to  relieve  investors  of  their  concerns 
by  assisting  with  legal  matters  and 
protecting  them  from  bureaucracy," 
declares  the  Governor. 

More  than  400  companies  oper- 
ating with  foreign  capital  are  located 
in  the  region,  which  is  increasingly 
finding  partners  from  within  the 
European  Union  and  is  also  seeking 
investment  from  U.S.  companies. 

"We  are  successfully  cooperating 
with  European  companies  from  coun- 
tries such  as  Germany,  France  and 
Holland,  and  less  with  the  former 
USSR  republics.  We  have  already 
established  initial  contact  with 
American  companies."  f 


Boris  Gromov 

Governor  of  Moscow  Region 
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INDUSTRY 


I  MEETING  INTERNATIONAL  STANDARDS 


Competition 
requires 
quality  and 
technology 

Cable  manufacturer  Podolskkabel 
is  a  Moscow  Region  company  whose 
products  are  used  throughout  Rus- 
sia, as  well  as  in  the  Confederation 
of  Independent  States  (CIS)  and 
other  countries. 

'The  geographical  spread  of  our 
clients  is  wide,"  says  N.  Gromov, 
Podolskkabel 's  General 
Director.  "Exports  are 
important  to  us  since  we 
have  to  supply  products 
in  accordance  with 
requirements  that  Russia 
is  not  ready  for  yet.  It 
gives  us  incentives  for 
further  development. " 

Located  in  the  city 
of  Podolsk,  close  to 
Moscow,  Podolskkabel 
has  built  a  reputation  for 


General  Director  of 
Podolskkabel 


quality  and  dependability.  Its  prod- 
ucts include  more  than  5,000  makes 
and  sizes  of  cable  for  use  in  indus- 
tries ranging  from  oil  production  and 
power  engineering  to  aviation,  con- 
struction, communications,  elec- 
tronics and  machine  building. 

Major  customers  include  oil  firms 
such  as  Lukoil,  Yukos,  Surgutnefte- 
gas,  TNK  and  Sibneft. 

"We  are  the  main  producer  of 
special  cables  used  in  the  nuclear 
industry,  as  well  as  at  power  gen- 
erating units,"  states  Mr.  Gromov. 
"More  than  50%  of  Russian  oil  is 
produced  using  our  cables." 
Podolskkabel  is  interested  in  cre- 
ating joint  ventures  with 
foreign  investors  able  to 
help  the  company  update 
its  equipment  and  stay 
competitive. 

Mr.  Gromov  says,  "We 
are  actively  investing  in 
technological  develop- 
ment. An  investor  could 
create  an  independent 
joint  venture  with  us, 
or  put  money  into  the 
plant  itself." 


Unique  gas  marketing  expertise  and  financial  strength 
make  Northgas  ideally  positioned  to  become  one  of 
the  leading  suppliers  of  energy  in  Russia.  Efficient  gas 
project  management  has  enabled  us  to  accelerate  field 
development  and  minimize  full-cycle  costs.  As  one  of 
the  largest  independent  gas  producers  in  the  country, 
we  hold  the  license  to  develop  the  North  Urengoy  gas 
condensate  field  located  in  the  north  of  Western  Siberia. 


NORTHGAS 


V.    f     *    H    T 


1,  B.  Y-ikimanka,  Al.  \  off.4-35 

Moscow,  119180  Ri 

Tel: +7  (095)  777-4970    I  1/74 

Fax: +7  (095)  777-4  irthj 

www.northgas.ru 


Independent  Northgas  gears] 
up  for  liberalized  market 


The  rapid  development 
of  Moscow  Region 
exemplifies  the  rising 
demand  for  energy 
that  has  prompted 
moves  to  reform  Rus- 
sia's oil,  gas  and  elec- 
tricity sectors. 

At  present,  the 
country's  natural  gas 
market  is  dominated  President 

by  Gasprom,  a  largely  of  Northgas 

state-owned  enterprise    ^^^^^^^^B 
that  has  a  monopoly  over  the 
transportation  of  gas.  In  recent 
years,  however,  independent  gas 
producers  have  played  an 
increasingly  active  role. 

A  prime  example  is  Moscow- 
based  Northgas,  which  has  been 
boosting  production  in  its  North 
Urengoy  field  in  Western  Siberia 
and  gearing  up  for  a  liberalized 
market. 

Independent  analysts  evalu- 
ate the  asset  value  of  Northgas 
at  around  $1.2  billion.  The  com- 
pany's current  annual  produc- 
tion is  5  billion  cubic  meters  of 
gas  and  1  million  tons  of  gas 
condensate. 

"We  are  planning  to  produce  10 
billion  to  1 2  billion  cubic  meters  of 
gas  and  1.2  million  to  1.5  million 
tons  of  gas  condensate  by  2008, " 
states  the  company's  President, 
Farkhad  Akhmedov.  "We  have  no 
opportunities  to  export  at  the 
moment,  but  the  domestic  market 
is  profitable  because  growth  is 
leading  to  rising  demand." 

Fifty-one  percent  of  the  com- 


( 


! 


pany's  shares  are 
foreign    hands,    a 
Northgas  is  continui| 
to   look  for   furtl 
investments. 

"We  have  made 
nificant  investme 
since  we  were  fouro 
in  1999,"  explains 
Akhmedov.   "Fore 
capital  is  of  the  utrrtjirj 
importance  to  us. 
^^^^™       Northgas's       e 
ciency,  professional  staff  and  t 
level  of  technology  put  the  compr, 
in  a  strong  position  to  expanct 
activities  within  the  energy  sec'fcs  tc 

"We  are  planning  to  buy  r 
licenses  and  develop  new  fielc 
says  Mr.  Akhmedov.  'To  decre|  ? 
our  dependence  on  Gasprom,  \  fa\ 
intend  to  build  condensate  fj  ^ 
cessing  plants  and  gas  turb 
power  stations. " 

The  company  is  also  eagtA^ 
anticipating  the  breakup  of  ,  -y 
Russian  power  monopoly  RAO    n, 
by  2008.  "We  are  planning  to    _ 
power  generation  capacity  0'  - 
RAO  UES  begins  restructuring. 
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Rapidly  growing  independent 
producer  Northgas  plans  to  mi 
than  double  production  by  20] 
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Podolskkabel  provides  a  wide  range  of  cables: 

•  power,  control,  pilot,  mounting,  radio  frequency,  shipping 

•  cable  for  bore-hole  pumps  and  for  geophysical  operations 

•  cables  with  HF  and  LS  index 

•  installation  wires,  mounting,  aviation,  car  and  tractor  wires,  installation 
wires  for  submersible  motors,  field  communication 

The  company  invites  you  to  become  one  of  many  satisfied  partners 
working  with  a  competitive  and  people-focused  company. 

Podolskkabel 

1 1  Bronnitskaya  Str,  T.  Podolsk,  Moskow  Region,  Russia  142103 
Tel:  +7  (095)  502-78-83,  Fax:  +7  (095)  502-78-92/93 
www.podolskkabel.ru,  E-mail:  cabel@podolsk.ru,  kabel@podolsk.ru 
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EUROPEAN  FIRMS  HAVE  SEEN  KLIN  DISTRICT'S  POTENTIAL  AND  ARE  MOVING  IN 


ocusing  on  high  production 


B       ituated  56  miles  from 
the  city  of  Moscow,  on 

>the  highway  from 
Moscow  to  St.  Peters- 
burg, the  Klin  District  is 
notable  both  for  its 
farming  and  its  high  industrial 
jction  capabilities.  Foreign 
tors  benefit  from  a  highly  qual- 
workforce  and  are  involved 
at  least  14  projects  in  the 
according  to  Klin  District  Head 
inder  Postrigan. 
listrict  is  pursuing 
ies  to  attract  fur- 
investment, 
major  investment 
>e  Belgian  group 
;rbel  will  exploit 
listrict's  expertise 
iss  production  and 
:  Klin  to  a  leading 
ion  in  the  region. 
frbel  has  invested 
million  in  the  first 


Head  of  Klin 
District 


stage  of  the  project,  with  a  further 
$130  million  to  be  spent  on  the 
second  stage.  Production  is 
expected  to  begin  by  the  end  of 
2004.  Other  industrial  schemes 
under  consideration  include  con- 
struction of  a  bottle-producing 
plant  by  a  Czech  company.  Klin  is 
among  the  top  three  districts  in 
the  region  for  agricultural  pro- 
duction. Milk  volumes  have  tripled 
in  the  last  12  years,  and  the  district 
is  seeking  investment  in 
modern  technology  to 
boost  production  further. 
Klin  is  an  important 
center  for  food  pro- 
cessing, accounting  for 
over  12%  of  regional  pro- 
duction. The  Klinsky 
meat  plant,  considered 
one  of  the  best  in  Rus- 
sia, is  currently  produc- 
ing 110  tons  of  finished 
products  per  day.  The 


Klinsky  beer  factory  has  increased 
its  production  by  more  than  five 
times  since  1991 .  Its  main  share- 
holder is  Interbrew  of  Belgium, 
which  has  invested  $120  million  in 
developing  the  enterprise  over 
the  last  two  years.  "The  agro- 
processing  industry  offers  great 
opportunities  for  investors," 
states  Mr.  Postrigan. 

"International  Corporation 
Provimi  has  already  acquired  a  74% 
share  in  a  fodder-producing  com- 
bine. They  have  already  invested 
the  first  $5  million  and  are  plan- 
ning to  invest  $100  million  more, 
expanding  production  facilities  and 
developing  the  range  of  products. " 
Klin  authorities  have  also  expressed 
interest  in  attracting  investment  in 
chemical  production  and  are  pre- 
pared to  discuss  the  development  of 
ecologically  friendly  projects.  "Our 
main  principle  is  to  assist  investors 
in  overcoming  all  bureaucratic  bar- 


Klin  is  attracting  investor  interest. 

riers  for  business  to  be  started," 
emphasizes  Mr.  Postrigan. 

Automobile  highways  and  rail- 
way routes  of  high  standard,  air 
transport,  effective  gas  and  elec- 
tricity supply  systems  -all  these  are 
the  favorable  conditions  for  attract- 
ing investors  to  Klin  district.  ^~    4 


Wide  Ranging  opportunities 

o 


Russian  Soil 


in,  f  B 1 

t    i    e» 


The  Klin  district  is  one  of  the  most  developed  in  the  Moscow  Region  and  among 
the  top  three  in  terms  of  industrial  growth.  Vast  unexploited  potential  lies  in 
this  Russian  territory  in  the  sectors  of  food  processing  (79%  of  the  industry), 
chemistry,  glass  production,  and  gas  and  electricity,  amongst  others.  With  the 
active  development  of  policies  and  the  creation  of  a  stable  regulatory  framework. 
Klin  holds  a  leading  position  as  a  recipient  for  successful  foreign  investment. 


Klin  District  -  www.klincity.ru 

141600  Moscow  Region.  Klin.  Karta  Marksa  Str..  68A  -  Tel:  +7  (09624)  2-69-85  -  Fa*  +7  (09624)  3-75-09 
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INVESTMENT 


LENINSKY  DISTRICT  REMAINS  ACTIVE  AND  ATTRACTIVE 


Giant  steps  on  solid  ground 


As  American  investors 
look  toward  Russia  for 
investment  opportu- 
nities in  Eastern 
Europe,  the  Leninsky 
district  of  Moscow 
Region  is  becoming  one  of  the  most 
popular  options.  Directly  bordering 
the  city  of  Moscow,  Leninsky  Dis- 
trict's extensive  transportation  infra- 
structure -  including  a  28-kilometer 
ring  road,  seven  highways  and  three 
rail  routes  -  as  well  as  its  proximity 
to  Moscow  Region's  airports,  Domode- 
dovo  and  Vnukovo,  opens  up  a  range 
of  attractive  opportunities. 

Head  of  Leninsky  District,  Mr. 
Evtioukhov,  believes  that  "foreign 
businesses  have  to  look  at  the 
advantages  that  will  appear  in  the 
future.  Traditionally,  our  district 
has  been  involved  in  agriculture 
as  well  as  industry.  Leninsky  District 
is  a  sound  base  for  agricultural  and 
industrial  production,  and  has  the 


Head  of  Leninsky  District,  Mr.  Evtioukhov,  (front  left)  and  Governor  of 
Moscow  Region,  Mr.  Gromov  (front  center) 


potential  for  other  purposes  like 
construction." 

The  district  plans  to  double  its 
current  capacity  in  accommod- 
ation, building  some  32  million 
square  feet  of  new  facilities.  New 
regulatory  frameworks,  encourag- 
ing participants  to  join  the  2020 
plan  alongside  skilled  managerial 


teams,  have  created  a  favorable 
environment  for  foreign  capital.  The 
plan  aims  to  consistently  update  all 
areas  of  infrastructure  in  the  com- 
ing years. 

Sights  are  set  on  American  part- 
ners with  advanced  technology  to 
concentrate  on  the  development  of 
the  district's  scientific  towns. 


The  year  2002  was  especially  [, 
ductive  and  successful,  resulting 
the  highest  volume  of  agriculu 
production  and  the  highest  wage 
the  region  -  8,500  rubles  (US$280. 
-  labeling  it  as  the  district  with 
greatest  scope  for  expansion  in 
sectors.  For  growth  to  be  consists 
however,  Mr.  Evtioukhov  believes  t 
more  money  has  to  be  invested  pg 
production.  |  tra 

With  imminent  plans  for  the  ful ,. j , 
and  the  continual  pursuit  of  inter? 
emmental  cooperation  within 
Moscow  Region,  Leninsky  is  forec1  i[i 
to  prosper  within  Moscow's  econe 
and  financial  hub.  Mr.  Evtiouk 
assures  foreign  businesses  i 
the  district  can  overcome  its  m 
stumbling  blocks,  emphasizing 
common  objective  of  both  the  P 
ian  and  American  governments. 

"They  both  aim  to  guarantee' 
people  a  certain  standard  of  living  i   L 
the  resources  that  they  already  ha* 
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look  to  the  Future  uiith  the  Leninsky  District 

Russia's  Leninsky  District  boasts  a  multitude  of  competitive  advantages  for  the  prospective 
investor.  Its  highly  developed  transport  infrastructure  allows  immediate  comm- 
unication with  nearby  Moscow,  and  the  area  is  a  main  recipient  of  FDI  in  the  Moscow  region. 

The  district  has  a  strong  agricultural  base  and  high  standards  of  living  -  the  administration's 
development  plan  is  on  course  for  successful  completion  in  2020,  demonstrating  that  the  area 
has  its  sights  firmly  set  on  the  future. 

Foreign  investment  projects  are  strongly  supported  by  the  government,  which  is  developing 
a  strategic  plan  to  encourage  American  investors  in  particular.  These  are  seen  as  vital  for 
the  continued  rapid  development  of  the  regional  economy.  Prime  opportunities  lie  in  construction, 
due  to  the  large  amounts  of  land  currently  owned  by  the  district's  authorities.  Tourism  is 
another  area  that  is  currently  showing  great  investment  promise. 
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JOV  CAN  GO  TO  FAIL 
i^v  for  seven  years  for 
^m  growing  marijuana 
L  in  Japan. (Second- 
r  degree  murder  gets 
only  three  years).  So  why 
fasunao  Nakayama,  39, 
ling  around  Japan  in  a  car 
rered  by  hemp  oil,  hawking 
e-derived  products? 
With  the  exception  of 
archers,  Nakayama  is  the 
person  in  (apan  since  the 
of  World  War  II  to  he  given 
rial  permission  to  cultivate 
d  for  commercial  and 
;ri mental  uses.  The  license 
ws  him  to  run  a  half-acre 
1  and  to  sell  any  marijuana 
vatives,  except  for  the  intox- 
ng  buds  and  leaves.  It's  also 
;recn  light  to  proselytize  on 
df  of  hemp. 

There  is  no  other  plant  with 
i  a  broad  variety  of  uses,"  he 
.  Among  them:  clothing, 
»,  fuel,  paper,  building  mate- 
,  medicine,  liquor  and,  using 
r  from  the  inside  of  seeds, 
dies.  Nakayama  sells  a  hand- 
af  such  goods  to  bring  in 
00  a  month  in  revenue.  He 
modesdy  in  a  yurt,  a  giant 
igolian  tent,  on  Oshima,  an 
erdeveloped  island  an  hour  and  a  half 
oat  from  Tokyo.  "The  business  will  get 
later,  after  I  have  finished  promoting 
ip,"  he  says.  Meantime  he  is  lobbying 
jovernment  to  turn  Oshima  into  a  spe- 
hemp  zone  to  promote  tourism  and 
ainable  development  and,  he  argues 
t  improbably,  to  help  prevent  abuse. 
3ood  luck.  Shiozuki  Kiuchi,  head  of 
:otics  policy  at  the  Ministry  of 
lth  &  Welfare,  represents  Japan's  of- 
J  view  of  marijuana:  "It  is  highly  ad- 
ive,  people  can't  quit,  it  causes  brain 
lage  and  it  makes  youth  antisocial." 
sts  have  increased  by  60%  over  the 
three  years;  dope-smoking  raves 


Pipe  Dreams 

Yasunao  Nakayama  wants  to  turn  Japan  into 
the  hemp  capital  of  the  world.  Yah,  mon. 

BY  BENJAMIN  FULFORD 


among  the  young  are  on  the  rise,  Kiuchi 
says,  and  are  spreading  to  older  crowds. 
Yet  pot  once  played  an  important  role 
in  ritual  and  commerce.  Before  Japan's  oc- 
cupation by  U.S.  forces,  which  imposed 
antinarcotics  laws,  at  least  200,000  farm 
households  cultivated  hemp.  During  World 
War  II  Japanese  imperial  army  soldiers 
were  permitted  to  smoke  marijuana  to  ease 
the  stress  of  battle.  Hemp  was  once  burned 
in  special  urns  to  help  Shinto  priests  in 
their  divinations.  Its  smoke  also  symbol- 
ized the  passing  of  the  spirit  of  the  old  em- 
peror to  the  new  one.  When  Emperor 
Hirohito  died  in  1989,  his  successor  had  to 
plant  hemp  seeds  to  produce  a  crop  that 


would  provide  fiber  for  special 
clothing  to  be  worn  during  the 
succession  ceremony. 

It  was  to  such  tradition,  as 
well  as  to  a  litde-known  clause 
in   the   drug   laws   allowing 
licensed  farmers  to  grow  mari- 
juana for  nonnarcotic  pur- 
poses, that  Nakayama  appealed 
when  applying  for  his  license. 
Officials  in  Shizuoka  prefecture 
were  shocked  at  the  request, 
and  he  was  called  in  to  explain 
himself  before  a  committee  of 
five  very  suspicious  men.  Naka- 
yama presented  his  case,  men- 
tioning   seeds    found    in    a 
12,000-year-old  archaeological 
site,  the  traditions  of  the  impe- 
rial household  and  the  threat 
that  an  aspect  of  the  culture 
was  in  danger  of  extinction. 
The  panel  bumped  up  the 
request  to  the  governor,  who 
granted  Nakayama  his  license. 
Perhaps  that  exception  has 
gone  to  his  head.  Nakayama  is 
on  a  mission  to  turn  pot  into  a 
major  industrial  crop  for  Japan. 
He  points  to  research  by  Ford 
Motor,  begun  in  1929,  on  a 
hemp  car.  Don't  believe  it?  The 
results  were  published  in  Popu- 
lar Mechanics  in  1941 — a  steel 
chassis  with  a  body  consisting  of  hemp 
fiber  and  plastic  made  from  hemp  resin. 
Although  the  car  was  tough  and  light- 
weight, it  was  not  cost-competitive  and  the 
project  was  dropped.  No  talks  with  Toyota 
or  Honda  yet.  But  Nakayama  is  high  on 
promoting  hemp-based  gasoline,  extracted 
by  pressing  the  seeds  into  oil;  he  is  con- 
vinced that  its  costs  of  production,  now 
projected  at  four  to  five  times  the  cost  of 
diesel  fuel,  can  be  drastically  reduced.  Then 
there  are  plastics  and  building  materials, 
which  now  cost  1.5  times  what  those  de- 
rived from  petroleum  do.  "The  world  is 
very  interesting  when  viewed  through  the 
lens  of  hemp,"  he  says.  Indeed.  F 
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Hedge  Row 

Kent  Horsager  is  struggling 
to  modernize  the  Minneapolis 
Grain  Exchange  with  new 
contracts.  Great  idea- 
provided  he  can  persuade 
customers  to  go  along. 

BY  JOHN  TURRETTINI 

IF  PROGRESS  HAS  A  PRICE,  KENT 
Horsager  is  paying  in  spades.  Three 
years  ago  the  former  grain  trader  de- 
cided to  haul  the  Minneapolis  Grain 
Exchange,  founded  in  1881,  into  the 
21st  century.  The  smallest  of  five  agri- 
cultural exchanges  in  the  U.S.,  it  had 
been  providing  a  tidy  living  for  60  or  so 
traders,  who  sold  futures  contracts  on 
spring  wheat  the  old-fashioned  way — 
the  open-outcry  method — to  farmers, 
grain  elevators  and  food  companies  like 
Cargill  and  General  Mills. 

But  the  exchange's  new  president, 
Horsager,  41,  dreamed  of  using  "the  level- 
ing factor  of  technology" — an  Internet- 
based  system  that  would  trade  new  futures 
contracts  on  corn  and  winter  wheat  and 
thereby  challenge  his  larger  rivals,  the 
Chicago  and  Kansas  City  Boards  of  Trade. 
To  lure  traders  and  customers,  Horsager 
set  out  to  build  a  better  hedge.  He  went 
beyond  the  CBOT  model,  which  reflects 
supply  and  demand  in  Europe  and  South 
America,  as  well  as  in  the  U.S.  This  price  is 
established  at  the  Illinois  River — the 
departure  point  for  the  export  market — 
and  includes  the  cost  for  a  domestic  pro- 
ducer to  transport  the  corn  there. 

Horsager's  product,  meant  to  compete 
with  the  CBOl  com  future,  differs  in  two 
ways.  One  is  that  it  is  keyed  to  an  index  of 
the  prices  posted  at  1,500  grain  elevators 
stretching  from  North  Dakota  to  New 
Mexico.  That  gives  it  a  tight  relation  to 
supply  and  demand  in  the  U.S.  and  .some 
separation  from  the  internationa 
nomics  that  sway  prices  on  the  CBOl 
other  is  in  dispensing  with  the  shouting  oi 
the  trading  pits  in  favor  of  a  fully  elec 
tronic  bidding  system,  much  like  the  one 


Floor  show:  Could 
Horsager  kill  the  old 
open-outcry  system? 


that  drives  Nasdaq  stock  trading. 

Horsager's  technology  was  right  on. 
His  politics  were  not.  He  did  not  propose 
to  switch  his  exchange's  mainstay  trading 
in  spring  wheat  from  open-outcry  to  the 
Internet.  But  electronic  trading,  even  on  a 
new  grain  contract,  was  a  threat  to  floor 
traders  nonetheless.  If  it  worked  for  corn, 
might  it  not  work  for  spring  wheat,  too? 
And  wouldn't  the  big  grain  users  and  mid- 
dlemen like  grain  elevator  owners  find 
ways  to  bypass  the  floor  traders?  With  the 
Internet  at  their  fingertips,  they  could  do 
their  own  bidding  and  asking. 

The  new  Minneapolis  corn  contract 
delivered  on  Horsager's  promise  to  create 
a  better  hedge.  Last  year  a  drought  in  the 
eastern  Midwest  caused  corn  cash  prices 
across  much  of  the  country  to  rise  20% 
during  the  summer  and  fall.  Corn  buyers 
.who  went  long  on  the  Minneapolis  con- 
tract covered  most  of  that  damage  by 
enjoying  a  16%  gain  over  the  same  time. 
The  competing  Chicago  contract  didn't 
lo  is  well  at  hedging  the  local  risk:  By  dint 
of  its  exposure  to  international  markets, 
uicago  future  rose  only  8%.  In  addi- 


tion to  corn,  Minneapolis  offers  an  d 
tronic  contract  for  hard  winter  whl 
based  on  an  index  of  500  wheat  elevatl 
which  competes  with  Kansas  City's  (I 
tract;  the  exchange's  signature  hard  spj 
wheat  still  relies  on  the  old  open-ouj 
system. 

The  electronic  contracts  are  tie  J 
grain  elevator  prices  the  way  S&Pl 
futures  are  tied  to  the  S&P  Index.  If  vol 
long  one  contract  (5,000  bushels)  for 
uary  corn  at  a  recent  $2.14  a  bushel,  a  J 
the  average  elevator  price  in  January  w  I 
up  at  $2.24,  you'll  make  $500  per  cont  I 

Users  say  the  new  contracts  perf  | 
exceptionally  well.  Scott  Bjornson, 
buys  and  hedges  10  million-plus  bul 
of  corn  a  year  to  feed  Jennie-O  Tu 
Store's  livestock,  says  the  Minnea] 
contract  matches  an  average  87%  o 
move  in  spot  prices  between  the  ds 
places  the  hedge  and  the  day  he  1 
delivery  of  the  corn.  Comparable  nui  | 
for  the  Chicago  future:  only  57%. 

The  only  problem  is  that  hardly 
body's  using  the  system.  Even  Bjor 
says  he  is  only  placing  10%  of  his  h< 
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Who  would  have  thought 


THAT    500    YEARS    LATER, 

■ 


MOVING    GOODS    AROUND    THE    GLOBE 
WOULD    STILL    BE    JUST    AS    SCARY? 


Sure,  the  monsters  have  changed,  bur  the  tear  is  manage   inventories   and    distribute   products 

the  same:  something  is  lurking  out  there  waiting  around  the  world.' We  otter  unparalleled  expertise 

to  swallow  up  \ our  supplv  chain.  W  hat  do  vou  do;  in  air  and  ocean  freight  forwarding.  3rd  and 

bind  a  partner  who  knows  the  waters.;  with  the  4th   partv  logistics,  supplv  chain   technologies 

vision  to  anticipate  problems  before  the  v..  arise,  and  integrated  customs  and  trade  solutions.  For 


vision  to  anticipate  problems  before  thev  arise,  and  integrated  customs  and  trade  solutions.  For 
A  partner  like  Menlo  Worldwide.  We're  constantly  more  information,  go  to  menloworldwide.com. 
finding  more  efficient  wavs  to  transport  supplies.  '  In  the  meantime,  keep  your  eyes  on  the  horizon. 


FORWARDING  LOGISTICS  VECTOR  SCM 


MENLO 


EXPEDITE!       TECHNOLOGIES       TRADE  SERVICES 


■      .  ■ 


"I'm  not  bragging  that 
I  have  a  5-star  hotel 

with  a  5-star  restaurant. 
Okay,  I'm  bragging." 

-  Donald  J.  Trump 


It  should  come  as  no  surprise  that  I'm  quite  proud  of 
Trump  International.  Not  only  are  we  the  only  5-star  hotel 
with  a  5-star  restaurant  right  on  Central  Park,  but  we  offer 
a  certain  style  and  sophistication  you  just  can't  find  at 
other  hotels.  Take  our  guest  rooms  -  boasting  unique 
floor-to-ceiling  windows  and  sweeping  views  of  Central  Park.  Care 
for  the  dining  experience  of  your  life?  Our  world-renowned  5-star 
restaurant,  Jean  Georges,  is  just  off  the  lobby.  We  can  even  arrange  to 
have  a  jean  Georges  chef  prepare  a  meal  right  in  your  room.  I  invite 
you  to  stay  at  Trump  International.  I'm  sure  you'll  brag  about  it,  too. 


TRUMP 

INTERNATIONAL 

HOTEL       6       TOWER 
ONE    CENTRAL    PARK    WEST 


NEW    YORK'S    STANDARD    FOR    LUXURY    AND    PRIVACY 


One  Central  Park  West,  New  York,  NY  10021  •  Phone  212-299-1000  •  Fax  212-299-1150 
www.trumplntl.com  •  Reservations:  1-888-448-7867  or  contact  your  travel  professional     "oTt 


If  you  knew  canc 
was  the  deadliest 
childhood  disease, 

fOU'D  BE  IN  A  HURRY 
TO  GROW  UP  TOO. 


Thirty  percent  of  children  with  cancer  today 
won't  live  long  enough  to  graduate  from 
college.    Our    kids   deserve    better.    Help 

■us  support  research  that  can  help  them  live 
longer,  healthier  lives.  Call  1.800.458.6223 
ui  visit  www.CoaquerKidsCancer.org. 
Willi  youi   help  today,  we  can  give  them 

1  mow  lomoiiows.    ■ 
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ntrepreneurs 

on  the  Minneapolis  corn  contract — b 
like  to  cover  100%  of  his  bets  this  waj 
because  there's  not  enough  liquidity.  D; 
volume  for  that  contract,  introduced 
months  ago,  is  a  piddling  12  contracts 
so,  while  winter  wheat  futures,  introdu 
in  May,  are  at  200  contracts  a  day.  Neit; 
comes  close  to  the  volume  in  the  rauo 
old-fashioned  bidding  for  spring  wh 
with  5,000  contracts  a  day.  A  lack  of  ^ 
ume  on  the  Internet-based  futures  lead 
punishingly  large  spreads  between  the 
buy  and  sell  offers,  often  a  couple  of  o 
instead  of  the  quarter-penny  typical 
rival  contracts.  Those  big  spreads  can  v% 
out  the  benefit  a  food  company  gets  fr 
greater  hedge  effectiveness. 

It's  the  old  spring  wheat  activity  tj 
pays  the  exchange's  bills  (at  35  cents  a  c 
tract).  The  exchange  gets  $1.40  a  conuj 
for  electronic  trading  and  still  loses  mo 
on  it.  It's  been  a  costly  experiment 
modernizing:  With  the  electronic  vent 
Horsager  has  run  through  $3.2  millioi 
what  was  once  a  $4  million  nest  egg  for 
employer.  (Most  of  it  went  to  systems  p 
vided  by  the  Swedish  OM  Technology. 

Sparse  rewards  or  no,  Horsage 
causing  ripples  in  the  Midwest.  His  m 
into  corn  and  winter  wheat  have  aire 
upset  the  unwritten  rules  of  monopoli 
agricultural  exchanges,  a  system  that  § 
Minneapolis  hard  spring  wheat,  Kar 
City  hard  winter  wheat  and  Chic 
corn — with  no  competition  betw 
them.  Now  Kansas  City's  Board  of  Til 
is  said  to  be  so  angered  at  the  encroa 
ment  that  it's  preparing  retaliation  in 
form  of  a  contract  on  spring  wheat,  wl 
would  pose  a  palpable  threat  to  the  N 
neapolis  Grain  Exchange  if  it  took 
Chicago,  fat  and  happy  with  its  90, 
corn  contracts  a  day,  is  above  the  fray. 

To  generate  more  business,  the  N 
neapolis  exchange  hired  a  marketmakc 
August  to  guarantee  minimum  level 
liquidity  in  the  new  contracts,  and 
stepped  up  marketing  efforts  to  grain 
vators  and  trading  firms.  But  Hors< 
refuses  to  publicly  set  deadlines  either 
growth  targets — or  for  calling  it  qi 
should  his  plans  for  an  upturn  fai 
materialize.  Another  year  of  operation 
it  should  be  clear  just  how  well 
hedged  his  bets. 
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Terry  Jones, 

Founder  £t  Former  CEO, 
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What  You  Will  Learn: 

•  Create  momentum  and  enthusiasm  for  CRM  within  your  organization 

•  Discover  the  latest  thinking  on  CRM  strategic  issues 

•  Develop  the  foundation  of  a  solid,  provable  business  case  for  CRM 
with  real  ROI 

•  Build  a  set  of  metrics  that  allow  you  to  evaluate  and  benchmark 
the  value  of  your  CRM  initiatives 

1    Construct  a  balanced  scorecard  to  measure  your  customer 
strategy  and  track  progress 

•  Understand  the  newest  CRM  technologies  and  trends 

•  Determine  the  technical  and  data  architectures  that  support 
performance  management  today 


iced  by:         Co-Sponsors: 


E 


Forbes  ^&b    b 


■KNIGHTS8RIDCE 


[_  NETLEDGER-     Peppers^RogtrsGnnip     SiEBri. 

Solutions        am 


n 


xhibiting  information  call:  (978)  470-3870  |  To  register  call:  (978)  470-3880 


PRIORITY  CODE: 

VUEFY33 


CORPORATE  &  INVESTMENT  BANKING 


ASSET  MANAGEMENT 
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ass  ion  to  Perfon 


Here's  to  'yes'.  To  'can-do'. 

At  Deutsche  Bank  we  share  your  passion  to 
push  harder,  to  make  it  happen,  to  get  it  done. 

It's  what  makes  us  one  of  the  world's  leading 
financial  institutions.  And  it's  why  the  most 
demanding  clients  in  the  US,  and  around  the 
world,  trust  us  to  deliver. 

Across  disciplines/across  regions.  With  cutting- 
edge  thinking,  rigorous  delivery  and  an  absolute 
commitment  to  long-term  client  value. 

Are  you  ready?  'P 

v.deutsche-bank  com 


Deutsche  Bank 


Deutsche  Bank  Securities  Inc.,  a  subsidiary  ol  Dei 


con«ucts  investment  banking  and  securities  activities  in  the  United  States.' 


Fixed-income  veteran  Van  Hoisington  says  the  long-running 
Treasury  bond  party  is  about  to  resume    by  Bernard  conoon 


/AN  R.  HOISINGTON  HAS  HAD  A  TOUGH  SUMMER,  AS 
evidence  piles  up  that  the  recovery  is  finally  gaining 
force.  That's  never  a  good  thing  for  the  long  Treasurys 
he  has  stuffed  into  his  portfolios.  Recently  a  Commerce 
Department  report  containing  more  bad  news  for  him 
led  on  his  desk  Gross  domestic  product  rose  at  a  3.1%  annual 
in  the  second  quarter,  compared  with  a  previous  estimate  of 
i>.  Hoisington  turns  to  the  section  on  consumer  spending, 


pulls  out  a  calculator  and  hands  down  his  verdict. 

"Unsustainable,"  says  this  Austin-based  bond  savant. 

What  one  of  the  nation's  biggest  T-bond  bulls  sees  in  this 
otherwise  optimistic  report  is  consumer  spending  growing 
more  than  twice  as  fast  as  consumer  wages — and  a  long-bond 
rally  when  that  imbalance  corrects  itself  and  the  economy  slows. 
He  may  be  right,  but  not  today.  The  market  begins  punishing 
his  holdings  immediately  after  the  report's  release,  though  they 
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The  30-year  Treasury's  terrific  run  since  1982, 
when  yields  peaked,  shows  signs  of  flagging— to 
nearly  everyone  but  Van  Hoisington. 

14% 


30-year  Treasury-bond  yield 
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later  recover.  The  30-year  5.375%  Treasury  ends  up  closing  the 
week  at  102.20  (or  $22  above  par  for  a  $1,000  bond),  down  from 
119.60  in  June. 

Is  the  great  bond  rally  that  began  in  1982  over?  This  62-year- 
old  veteran  says  no.  Treasurys  have 

entered  a  temporary  rough  stretch,  he  Yield  Of  Dr63tTIS 
says,  much  as  they  did  in  1994,  when 
the  Federal  Reserve  pumped  up  rates 
to  fight  perceived  inflation.  Since  hit- 
ting a  low  of  4.2%  in  June  this  year, 
the  long  bond's  yield  has  risen  dis- 
concertingly to  5.2%.  Warren  Buffett 
unloaded  nearly  all  his  actively  man- 
aged long  bonds  earlier  this  year. 

Many  investors  wonder  if  they 
will  ever  see  4.2%  again  in  their  life- 
time. Hoisington  believes  they  will,  in 
a  year.  Then,  incredibly,  he  expects  the 
yield  will  fall  by  another  full  percent- 
age point,  to  3.2%,  before  the  economy  really  recovers. 

There  are  two  ways  to  make  a  name  for  yourself  as  a  fixed- 
income  manager.  One  is  to  bet  on  issuers,  moving  out  of  this 
junk  bond  into  that  one,  or  from  junk  in  general  into  high- 
grade  corporates  or  Treasurys.  The  other  way  is  to  wager  on 
interest  rates.  Hoisington's  skill  is  in  the  latter  specialty.  He  has 
been  mostly  bullish  for  his  entire  career — that  is,  inclined  to 
expect  lower  interest  rates — and  he  has  been  mostly  right.  At 
the  moment  he  has  accentuated  this  bullish  bet  by  buying  up 
zero  coupon  bonds.  These  will  climb  in  value  faster  than 
straight  Treasurys  if  he's  right,  and  of  course  fall  faster  if  he's 
wrong  and  Warren  Buffett  is  right.  Zeros  compose  45%  of  his 
holdings,  up  from  his  more  typical  35%. 

You  could  argue  that  stocks  are  a  better  long-term  invest- 
ment than  bonds.  Still,  there  is  no  denying  that  bonds  are  the 
best  refuge  during  an  equities  bear  market.  Check  out  the 
mutual  fund  Hoisington  has  managed  since  1996,  Wasatch- 
Hoisington  U.S.  Treasury:  It  has  clocked  a  decent  5%  annual 
return  over  the  past  five  years,  solidly  beating  the  S&P  500's 
2.4%  showing. 

Sure,  if  you  want  to  take  on  a  bit  more  risk  by  branching  out 
to  bonds  beyond  Treasurys,  you  could  do  better  still  with  a  fund 
that  includes  higher-yielding  corporates,  such  as  William  H. 
Gross'  Pimco  Total  Return  with  its  6.9%  five-year  annual  per- 
formance. Gross,  however,  charges  a  load  of  up  to  4.5%  for  his 
Class  A  shares  and  levies  slightly  higher  annual  fees  ($0.90  per 
$100  of  assets,  versus  Hoisington's  $0.75).  Plus  the  Pimco  fund 
has  a  much  more  brisk  annual  turnover,  234%,  thus  generating 
a  bigger  capital  gains  tab  for  taxable  accounts.  Hoisington's 
turnover  is  just  22%.  Counting  his  private  accounts  after  fees — 
and  this  is  tough  to  independently  verify — Hoisington  says  he 
has  beaten  Gross  over  the  past  1 5  years  (10.6%  to  9.5%). 

Fixed-income  performance,  of  course,  has  a  lot  to  do  with 
inflation,  the  kryptonite  of  bonds.  Some  prominent  bond 
investors  are  spooked.  Pimco's  Gn^s,  for  one,  has  upped  his 


holdings  of  inflation-protected  Trcasi         I  nflation  worriers  say     year  he  is  following  the  same  impulse. 
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George  Bush  and  Alan  Greenspan  have  thrown  everything  at  t 
economy  to  get  it  growing  faster  and  have  overshot  their  targ 
The  federal  budget,  for  instance,  has  teeter-tottered  from  a  $2 
billion  annual  surplus  to  a  $324  billion  deficit,  the  largest  fisi 

shift  since  the  Korean  War. 

But  Hoisington  detects  no  infi 

tion.  Given  3.3  million  private-sect 

jobs  lost  over  two  and  a  half  years, 

sees  not  federal  overreaction  but  d( 

peration.  He  expects   1%  to 

growth  for  at  least  the  next  thr 

years  as  strapped  businesses  at 

households  repay  debt.  They  need 

with  debt  at  nonfinancial  compani 

at  53%  of  their  net  worth,  near  its  a 

time  peak,  and  private-sector  debt 

a  record  162%  of  GDP.  "We've  ne\ 

had  an  expansion  where  we've  lost. 

many  jobs,"  he  says.  "There's  i 

magic  bullet  in  these  circumstances,  only  time." 

He  finds  another  inflation-fighting  factor  is  the  1990s  inve 
ment-fueled  boom:  It  has  led  to  too  many  goods  chasing  too  1 
tie  demand,  an  unstable  condition  that  has  only  gotten  wor< 
Hoisington  and  his  partner,  former  HSBC  chief  U.S.  econom 
Lacy  H.  Hunt,  have  been  fretting  about  "excess  capacity"  in  th! 
quarterly  letters  to  investors  since  1998.  (You  can  read  thf 
musings  at  www.hoisingtonmgt.com.) 

Despite  the  economic  weaknesses  they  see,  the  two  doi 
expect  a  double-dip  recession  now  but  do  fear  a  bout  of  "mil 
deflation.  The  impact  could  be  huge:  The  real  value  of  del 
would  rise  at  a  time  when  the  value  of  assets  backing  those  del 
does  not.  Note  that  among  the  assets  backing  up  business  debt 
$7  trillion  in  goodwill,  up  from  $2.5  trillion  eight  years  ago. 

Amid  such  flux,  Hoisington  is  a  "supertimer,"  who  inve 
all  his  money  in  long  Treasurys  when  he  senses  inflation 
ebbing  and  then  cashes  out  completely  when  he  believes  it  w 
rise.  He  made  a  name  for  himself  in  the  1970s  by  moving  ir 
cash  before  several  interest-rate  spikes. 

His  strategy,  though,  is  far  from  infallible.  He  lost  many 
his  clients  after  missing  the  bond  rally  of  1982  and  then  jumpi 
back  into  the  market  the  next  year  when  prices  appeared  to 
peaking.  He  kept  his  bet  on  Treasurys  as  prices  began  to  drc 
adding  zero  coupon  bonds  in  1985  when  they  first  became  ava 
able  to  investors.  Good  call.  He  ended  up  doubling  his  mon 
in  the  three  years  through  1986. 

In  March  1987  Hoisington  moved  into  cash  again.  The  dol 
had  depreciated  50%  over  the  past  two  years  and  he  figured  t 
resulting  surge  in  U.S.  exports  might  translate  into  higher  inf 
tion  soon.  A  friend  in  the  lumber  trade  told  him:  "The  Japan<  ' "[ 
are  buying  like  crazy."  Within  a  week  he  sold  all  his  holdings.  T 
long  bond  lost  20%  over  the  following  six  months. 

Hoisington  prides  himself  on  having  the  courage  to  stay  p 
with  his  go-for-broke  rate  bets.  He  stayed  put  in  1994 
Greenspan  hiked  rates  seven  times.  That  bet  worked  out.  Tl 
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The  world's  fastest  workgroup  color  printer  has  arrived. 

The  Xerox  Phaser®  7300.  You'd  better  hang  on. 

There's  a  new  way  to  look  at  it. 


:olor  speeds  through  any  office  at  30  ppm. 
[erox  Phaser*  7300  tabloid  color  printer 
all  speed  records  for  workgroup  color 
ng.*  And  at  37  ppm  black  and  white,  it 
nates  the  need  for  multiple  printers. 
et  consistent  2400-dpi  color  that's  always 
t,  sharp  and  brilliant.  The  Phaser  7300 


automatically  selects  the  correct  paper  size 
for  any  job,  up  to  12  x  18.  So  experience  a 
colorful  flurry  of  productivity  with  the 
Phaser  7300.  Or  let  your  office  soar  with  our 
full  line  of  reliable,  award-winning  network 
printers  by  calling  1-877-362-6567  ext.  1908  or 
visiting   xerox.com/officeprinting/bird1 908 


the  Document  company 

XEROX, 


"Based  on  rated  print  speed  of  workgroup  printers  in  the  $1,000-5,000  estimated  retail  price  category. 
S  2002  XEROX  CORPORATION.  All  rights  reserved  Xerox*  The  Document  Company*  Phaser*  and  There's  a  new  way  to  look  at  it"  are  trademarks  of  XEROX  CORPORATION. 
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STOCK  FOCUS 


Taming  the 

Sector  Beast 

Playing  a  volatile  game,  Craig  Callahan  is  picking 
undervalued  sectors,  and  winning. 

BY  CHRISTOPHER  HELMAN 


KNOWING  WHEN  TO  GET  IN — 
and  out — of  a  sector  can  pay 
off  big.  If  you'd  bought  gold 
funds  a  year  ago  and  sold  now, 
you'd  be  up  40%.  If  you'd 
bought  in  1997  and  sold  a  year  later, 
you'd  have  lost  40%. 

Craig  Callahan  is  one  money  manager 
who  has  profited  in  the  treacherous  field 
of  sector  investing.  Best  described  as  a 
hybrid  of  market  timer  and  value  investor, 
Callahan,  52,  is  chief  investment  officer  of 
Meridian  Investment  Management, 
adviser  to  Denver-based  Icon  funds,  a  six- 
year-old,  no-load  fund  family  that  man- 
ages $  1 .4  billion. 

His  18  funds  include  9  U.S.  sector 
funds  and  the  Icon  Core  Equity  Fund. 
Since  inception  in  October  2000  the 
Core  Equity  Fund  has  an  annualized  re- 
turn of  5.8%  versus  -7.8%  for  the  S&P 
500.  So  far  this  year  it  has  returned  26%, 
outpacing  the  S&P  by  9  percentage 
points  after  expenses  (which 
come  to  1.4%  annually  on 
Class  I  shares). 

Callahan's  favorite  group 
now  is  consumer  discre- 
tionary, the  standard  port- 
manteau industry  classifica- 
tion that  includes  retailers, 
automakers  and  advertising 
companies.  He's  been  hot  on 
the  sector  since  March,  when 
he  came  to  the  conclusion  that 
the  average  stock  in  the  sector 
was  trading  at  50%  of  its  fair 
value.  The  stocks  were  priced 
"as  if  consumers  would  never 
spend  money  again,"  he  says. 
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So  he  bought  in,  adding  the  top  picks 
to  both  his  Consumer  Discretionary 
Fund  and  the  Core  Equity  Fund.  The  S&P 
SuperComposite  Consumer  Discre- 
tionary Index  has  risen  40%  since  March. 
Continued  consumer  confidence  and 
nascent  economic  growth  reinforce  Calla- 
han's view  that  the  sector  remains  the 
market's  sweet  spot.  In  his  experience,  a 
sector  that  is  showing  strong  price  gains 
typically  has  a  run  of  12  to  18  months. 

What  sets  Callahan  apart  from  other 
sector  speculators  is  some  obeisance  to  a 
classic  Benjamin  Graham  notion  of 
intrinsic  value.  Callahan  taught  this  topic 
as  a  professor  at  the  University  of  Denver 
until  1985,  when  he  decided  it  would  be 
more  fun  to  practice  than  teach. 

Callahan  and  comanager  Robert 
Straus  start  their  work  by  performing  a 
discounted  cash  flow  analysis  on  all  the 
stocks  in  their  universe  to  find  a  stock's 
fair  value.  This  is  done  by  extrapolating  a 


Momentum  and  Value 

Sector  investor  Craig  Callahan  thinks  that  consumer  discretionary 
stocks  like  these  are  still  cheap  relative  to  their  intrinsic  value. 

ESTIMATES 

Recent 
Company                             price 

EPS1 

5-year 
P/E1        EPS  growth2 

Dollar  Tree  Stores          $38.33 

$1.85 

21              18% 

DR.  Horton                       31.83 

4.26 

7                9 

J.  Jill  Group                      16.01 

0.98 

16              15 

Sears,  Roebuck                46.35 

5.02 

9                4 

Sports  Authority               33.32 

2.48 

13              13 

Untied  Auto  Group            25.75 

2.29 

11              17 

50.47 

4.57 

11              14 

Prices  a;,  of  Sept.  3.  'For  2004.  -Annual  average.  Sources:  Thomson  First  Call  and  Multex  via 
Faciei              .    i  Systems,  Meridian  Investment  Management. 

company's  earnings  out  five  years, 
^  weighing  its  expected  earnings  and  di 
dend  streams  against  its  historical  std 
price  volatility  (reflecting  risk)  and  t 
AAA  bond  yield  (reflecting  opportun 
cost).  The  resulting  stock  price  is  wl 
Callahan  considers  the  intrinsic  value 
those  future  earnings. 

Callahan  applies  the  analysis  to  a  u» 
verse  of  1,700  stocks — the  profital 
issues  in  the  S&P  SuperComposite  15 
Index  plus  several  hundred  other  stoc 
to  round  out  underrepresented  indi 
tries.  He  then  screens  for  those  selling 
the  greatest  discount  to  intrinsic  val« 
That  lets  him  pinpoint  industries  likely 
outperform  the  market. 

What  his  stocks  have  in  common  a 
the  value  virtues:  solid  balance  she 
good  growth  prospects  and  induslj 
leadership.  His  work  is  quantitative; 
never  contacts  companies.  The  ta 
below  highlights  seven  of  Callaha: 
consumer  stocks.  They  sell  at  a  discoi 
of  15%  or  more  to  fair  value.  Callah 
says  that  big  sector  movements  tend 
last  until  a  group  is  10%  to  20%  abc 
his  conservative  definition  of  fair  vain 
at  which  point  he  usually  sells.  So  1 
consumer  discretionary  sector  is  bar 
halfway  through  its  run,  according  to 
lights. 

One  of  Callahan's  holdings  that  n 

have  the  most  potential  price  apprec 

tion  left  in  it  is  J.  Jill  Group.  This  Quin 

Mass.-based  company  sells  comforta 

but  fashionable  women's  clothes. 

started  as  a  catalog  and  V> 

retailer,  but  expanded  h 

stores;  88  retail  sites  cc 

tributed  more  than  a  th 

of  the  firm's  $348  million 

2002  revenues.  It's  tradi 

at  16  times  estimated  2( 

earnings. 

And  thereafter?  Hea 
care  and  consumer  stap 
are  starting  to  blip  on  Cal 
han's  radar,  but  he  bets  f 
there  will  be  more  moi 
to  be  wrung  out  of  cc 
sumer  discretionary  befi 
the  time  is  right  to  switcr 
those  other  sectors. 
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You  didn't  think  it  got  better  than  mile  8,453. 
Then  mile  8,454  comes  along. 


The  top  disappears  in  seconds.  With  a  258-hp  mid-mounted  flat  six,  so  do  you.  And  your 
memories  of  the  last  mile?  Instantly  eclipsed  by  the  joy  that  lies  ahead.  The  Boxster  S. 
There's  even  more  fun  waiting  around  the  next  cqrner.  Porsche.  There  is  no  substitute. 
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THE  FUNDS 


Suckers  Wanted 


Alpha  Strategies  offers  to  give  retail  investors  a  shot  at  snazzy  hedge-fund-style 
techniques.  But  then  there  is  the  troubling  link  Alpha's  backers  have  to  the  collapsed 
Beacon  Hill  hedge  funds.  Plus  Alpha's  high  fees  and  underperformance  I  by  michael  maiello 


THE  BIG  HEDGE  FUND  STORY  OF 
the  moment:  accusations  from 
crusading  New  York  State 
Attorney  General  Eliot  Spitzer 
that  the  hedgies  are  ripping  off 
investors  in  mutual  funds  via  secret  trad- 
ing arrangements  with  operators  of  the 
mutual  funds.  If  anything,  the  scandal 
makes  you  want  to  invest  in 
hedge  funds,  to  get  in  on  the 
illicit  gains. 

The  untold  story:  Hedge 
funds  are  rotten  investments, 
too.  A  good  example  of  why  you 
shouldn't  have  anything  to  do 
with  them  comes  from  Alpha 
Strategies  I,  a  crossover  product 
of  sorts  that  is  like  a  mutual  fund 
in  its  mass-market  appeal  but 
like  a  hedge  fund  with  its  exotic 
strategies  and  high  fees. 

Hedge  funds  and  mutual 
funds  are  both  investment  pools. 
They  differ  in  three  important  re- 
spects. Hedge  funds  have  limited 
exit  privileges,  with  redemption 
often  permitted  only  once  a  quar- 
ter or  once  a  year;  they  have  out- 
landish fees,  generally  in  the  form 
of  an  incentive  fee  whereby  the  op- 
erator gets  20%  of  your  gains  but 
chips  in  nothing  for  losses;  and  they  have 
looser  disclosure  requirements  from  the 
Securities  &  Exchange  Commission. 

Then  take  a  look  at  Alpha,  a  year-old 
investment  offei  i  ng  hat  is  registered  with 
the  SEC  as  a  mutual  fund  but  uses  hedge- 
fund-like  technique:  :  u<  'lling  short, 
trading  derivatives  a  bitraging 
bonds.  Alpha  now  has  ullion  of 
assets.  Unlike  hedge  funds,  w  'i  tend  to 
have  steep  minimums  'SI  n  llion  or 
more),  Alpha  welcome  class. 
You  can  get  in  with  $25 
invest  through  a  broker.,;                ■  .-.  ab. 
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But  do  you  want  to  invest  in  Alpha? 
Not  if  you  have  any  brains. 

Start  with  Alpha's  murky  disclosures, 
all  too  reminiscent  of  hedge  funds.  A  New 
York-based  outfit  called  Asset  Alliance, 
which  is  the  largest  owner  (50%)  of  the 
money  management  company  running 
Alpha  (Alternative  Investment  Partners), 


also  had  the  largest  stake  (50%,  as  well)  in 
Beacon  Hill  Asset  Management.  Beacon 
was  responsible  for  the  biggest  debacle  in 
hedge  fund  history  outside  of  the  1998 
Long-Term  Capital  Management  melt- 
down. Beacon  ran  hedge  funds  that  were 
liquidated  this  year  after  huge  losses  on 
interest-rate  bets  that  went  bad  in  2002 
and  is  the  subject  of  a  probe  into  whether 
it  defrauded  investors  by  puffing  up  its 
performance  numbers.  The  connection 
between  Asset  Alliance  and  Beacon  Hill  is 
not  disclosed  to  Alpha's  investors. 

Run  by  two  fund  veterans,  Lee  W. 


Schultheis  and  Steven  R.  Samson,  Alpl 
claims  that  Asset  Alliance — which  also  h 
three  of  the  five  board  seats  on  Alpru 
parent — has  no  operational  role  with  tl 
mutual  fund.  Hence,  who  cares  about ! 
past?  Asset  Alliance,  in  turn,  insists  that 
had  no  management  function  in  woeb 
gone  Beacon  Hill,  either,  and  knew  not 
ing  about  Beacon's  pu 
ported  shenanigans. 

In  fact,  Asset  Allian 
contends  that  it,  too,  w 
defrauded  by  Beacc 
Hill  managers,  who  we 
allegedly  overeager 
meet  performance  mil 
stones  that  would  brii 
them  $26  million 
yearly  bonuses  (and  1 
them  $7  million,  r 
couped  from  the  pre\ 
ous  bonus,  if  the  targ 
was  missed). 

"We  do  not  run  t' 
managers  we  buy  stak 
in  any  more  than  Va 
guard  runs  Genet 
Motors,"  says  Asset  £ 
liance's  attorney,  Richa 
Prins.  Asset  Allianc 
which  also  has  stakes 
14  other  hedge  fund  operators,  orij 
nally  invested  in  Beacon  Hill  in  1998,  z 
quiring  its  50%  ownership  for  $ 
million. 

But  Beacon  Hill,  based  in  Summ 
N.J.,  portrays  Asset  Alliance  as  mc 
involved  and  in  no  position  to  prof( 
ignorance  about  the  hedge  group's  inr 
workings.  And  a  lawsuit  by  Beao 
investors  contends  that  Asset  Alliance  s; 
daily  reports  from  Beacon  about  t 
hedge  fund's  positions.  Asset  Allianc 
Prins  denies  this,  saying  it  lacked  the  rig 
to  see  such  records. 


Three  days  to  rethink  everything? 
Hey,  that's  the  on  demand  world. 


Things  can  move  fast  in  the  on  demand  world.  The  ability 
to  fuse  cutting-edge  technology  and  innovative  business 
strategy  is  vital  for  success.  That's  why  IBM  and  Forbes 
have  teamed  up  to  present  a  comprehensive  on  demand 
business  forum,  where  high-level  peers  can  discuss  and 
learn  about  business  in  an  on  demand  world. 

Find  out  how  to  become  an  on  demand  business  from 
people  who  know.  Work  one-on-one  with  top  IBM 
strategists,  learn  about  new  enabling  technologies  and 
attend  executive  panels  featuring  some  of  the  top  minds 
in  business.  The  on  demand  era  is  here.  Take  a  few  days 
to  see  what  it  can  do  for  you.  Apply  now. 

Registration  is  by  invitation  only. 

Attendance  at  the  IBM/Forbes  executive  forum  is  limited. 
To  apply  for  an  invitation,  please  visit: 
ibm.com/events/executiveforum 


IBM  FORBES 

EXECUTIVE       FORUM 

October  14-16,  2003 

Sheraton  San  Diego  Hotel  and  Marina 
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a  registered  trademark  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or 
i  marks  of  others.  ©2003  IBM  Corporation.  All  rights  reserved 
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"Asset  Alliance's  'risk  management 
team'  never  complained  about  those 
strategies  until  losses  were  listed  by  Bea- 
con Hill,"  argues  Kevin  Marino,  attorney 
for  Beacon  Hill's  lead  manager. 

Beacon  Hill  says  it  didn't  know  its 
assets  were  deteriorating  and  reported 
that  baleful  fact  as  soon  as  it  found  out.  If 
Beacon  Hill  managers  were  actually  up  to 
no  good,  lawyer  Marino  declares,  then 
they  could  have  waited  out  the  storm 
instead  of  coming  clean  about  the  losses 
and  harming  their  lush  bonus  income. 

Although  Beacon's  investors  didn't 
know  it  yet,  the  hedge  operator  made  the 
fateful  rate  wager  in  mid-2002.  According 
to  the  SEC,  two  Beacon  Hill  investment 
pools  (Bristol  and  Safe  Harbor),  both 
dealing  in  mortgage-backed  securities, 
understated  massive  losses  from  bets  that 
interest  rates  would  rise.  Without  telling 
investors,  Beacon's  managers  shorted 
Treasurys.  They  were  $2  short  in  govern- 
ment bonds  for  every  $  1  they'd  invested 


to  liquidate  the  two  investment  poc 
and  investors  are  awaiting  word  on  wl 
fraction  of  their  money  they  will  retrie 
After  an  SEC  move  last  November  to  oil 
them,  the  Beacon  Hill  managemd 
team — led  by  John  D.  Barry,  a  forrr 
Prudential  Securities  and  Citicorp  fine 
cial  manager — stepped  down. 

Complicating  the  picture  are  two  la 
suits  seeking  recovery  of  assets,  one  by  t 
SEC.  The  second,  by  Beacon  Hill  investc 
has  named  part-owner  Asset  Alliance, 
an  accomplice  in  the  alleged  fraud.  In  I 
arbitration  case,  meanwhile,  As 
Alliance  seeks  $500  million  in  damai! 
against  Beacon  Hill  Asset  Managemej 
Barry  and  its  three  other  principals. 

Let's  get  back  to  Asset  Alliance's  lal 
investment,  in  Alpha  Strategies.  Like  l 
hedge  funds  it  is  mimicking,  Alpha  1 
turned  in  subpar  returns  lately.  The  Hi 
nessee  Hedge  Fund  Index  was  up  10.1 
this  year  through  July,  the  latest  figu; 
available.  The  S&P  500  had  risen  12.5%= 


Asset  Alliance  lists  a  half-ownership 
of  both  Beacon  Hill  and  Alpha. 


in  the  mortgage-backeds.  But  rates  sank 
to  historic  lows  and  the  portfolios  tanked. 

Yet  throughout  that  summer  Beacon 
Hill's  customers,  who  paid  at  least  $1  mil- 
lion to  get  into  Bristol  and  Safe  Harbor, 
were  led  to  believe  that  the  funds  were 
performing  well.  According  to  the  SEC, 
Beacon  Hill  told  its  investors  that  as  of 
August  2002  the  Bristol  and  Safe  Harbor 
hedge  funds  were  both  up  by  9.5%  in  the 
calendar  year  to  date,  with  a  combined 
$732  million  under  management. 

Two  months  later  Beacon  Hill's  clear- 
ing broker,  Bear  Stearns,  stated  in  its  an- 
nual credit  review  that  the  two  funds  had 
assets  worth  only  $257  million.  A  week  later 
Beacon  contacted  its  investors  and  said  that 
Bristol  and  Safe  Harbor  had  each  lost  a 
lesser  amount,  25%  of  their  value. 

After  the  SEC  questioned  this,  Beacon 
Hill  told  its  investors  that  the  losses  were 
more  on  the  order  of  54%  and  that  a  por- 
tion  of  those  losses  had  occurred  prior  to 
the  end  of  August.  The  SEC  puts  the  total 
a1  ..round  $417  million. 

A  no-  v  money  manager  has  stepped  in 
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July's  end.  Alpha,  despite  all  its  razz 
dazzle  techniques,  has  meanwhile  m 
aged  to  eke  out  a  meager  0.4%  (net 
fees)  increase  for  2003  to  date.  Over 
long  term  Alpha  comanager  Schulth 
argues  that  the  fund's  "market-neuti 
strategy  will  bring  90%  of  the  S&P  5( 
return  with  only  a  fifth  of  the  risk. 

The  main  reason  not  to  own  Alp 
though,  is  not  its  past  performance  bu' 
steep  fees,  4%  of  assets  annually.  1 
average  mutual  fund  charges  1.5%.  Tl 
there  is  the  matter  of  liquidity.  The  op 
end  Alpha  can   for  the  moment 
redeemed  at  its  full  $9.80-a-share 
asset  value.  But  the  operators  can  hr 
up  to  1 5%  of  the  assets  in  private  com 
nies,  although  Alpha  hasn't  done  tha 
date.  What  happens  if  there's  a  m 
redemption?  Comanager  Schultheis  J 
there's  nothing  to  worry  about.  If  he  d 
invest  in  a  private  firm,  U.S.  Bancorp 
do  the  annual  valuations,  he  says. 

All  of  this  means  that  retail  invesi 
don't  have  to  worry  about  losing  mo 
with  Alpha,  a  la  Beacon  Hill.  Right? 
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Intensive  Care 

Tenet  is  in  a  sickbed,  but  the  patient  will  get  better.  That  bold 
prediction  comes  from  Richard  Pzena  of  Pzena  Investment 
Management.  This  is  a  value  play  for  real  contrarians. 

Start  with  the  bleak  side  of  tenet  healthcare  (I6.THC).  Federal 
authorities  are  looking  into  Tenet's  overbilling  for  Medicare  pa- 
tients, and  a  raft  of  civil  and  criminal  cases  is  pending.  The  com- 
pany has  nonmedical  problems,  as  well:  In  July  a  federal  grand 
jury  issued  an  indictment  accusing  a  Tenet  hospital  of  illegal 
kickbacks  made  to  doctors  through  relocation  agreements.  To 
top  it  off,  Tenet  slashed  earnings  projections  for  next  year  to  $400 
million  from  early  estimates  of  $675  million  this  year. 

But  Tenet  is  chock-a-block  with  good  assets.  Half  of  the 
company's  113  hospitals  are  the  biggest  or  second-biggest  in 
their  markets.  Bigger  units  have  more  clout  when  negotiating 
with  insurers  and  suppliers.  The  company  doesn't  face  an  immi- 
nent debt  bomb,  having  no  big  bond  maturities  until  2006. 

Its  P&L  sheet  isn't  too  bad,  either.  In  the  first  half  ended  in 
June,  revenue  was  up  0.4%  to  $6.8  billion.  The  company  lost 
$215  million  but  that  was  after  $501  million  in  nonrecurring  af- 
tertax, charges;  apart  from  those  charges,  Tenet  made  $286  mil- 
lion, or  62  cents  a  share,  for  the  half.  Admissions  were  up  1.8%, 


and  outpatient  visits,  while  down  0.6%,  produced  4.4%  mc 
net  revenue  per  visit.  Enterprise  value  of  Tenet  (debt  plus  mil 
ket  cap  of  common,  minus  cash)  is  $1 1.6  billion,  or  0.83  tinsl 
revenue.  Comparable  figure  for  rival  HCA:  1 .29.  — Daniel  Kru\ 


Costly  Merger 

The  initial  theory  about  a  proposal  from 
ORACLE  (13,  ORCL)  to  acquire  PeopleSoft 
is  that  Chairman 
Lawrence  Ellison 
was  interested  not 
so  much  in  getting 
the  company  as  in 
sowing  confusion 
and  doubt  among 
PeopleSoft's  cus- 
tomers. Now  it  seems 
that  Oracle  may  wind  up  owning  this 
competitor  willy-nilly  and  suffering 
for 

It  is  commonplace  in  Silicon  Valley  that 
hostil.  ickfire,  because  the  tar- 

get comp  linpower  exits.  In  this 

case,  thoug  en  the  usual 

hittoitsstoi  since  the  [une 

announcemei  >id  for  the 

rival  software  ock  has 

inched  up  1"".  I  ;ector 

plays  a  role. ) 

Along  with  sap,  Peo]         fl  and  Or 
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acle  form  the  triumvirate  in  a  market 
for  corporate  enterprise  software  that 
hasn't  been  expanding.  The  deal  is  oner- 
ous for  Oracle:  A  gaggle  of  state  attor- 
neys general  are  probing  the  company 
out  of  antitrust  concerns. 

Meanwhile,  Oracle  is  slowly  losing 
market  share  to  IBM's  database  products. 
And  PeopleSoft's  just-completed  buyout 
of  software  maker  J.D.  Edwards  means 
Oracle  would  have  to  swallow  both 
companies,  and  pay  more  for  the  privi- 
lege— $7.3  billion  rather  than  Ellison's 
earlier  $5.1  billion  offer.  PeopleSoft's 
stock  price  briefly  passed  and  remains 
near  Oracle's  $19.50-per-share  tender 
offer,  meaning  Ellison  likely  must  up  his 
bid  still  more. 

Analyst  Shashikiran  Rao  of  First 
Global  Securities  notes  that  every  dollar 
added  to  the  takeover  offer  is  another 
$364  million  Oracle  must  shell  out.  He 
prefers  Microsoft  (trailing  price/earn- 
ings multiple  of  31 )  to  Oracle  (P/E  also 
31).  Short  the  Oracle  and  cover  at  $10. 
— Christopher  Helman 


Stock  price 
$fifj 


Virus  Alert 

SYMAHTEC  (60,  SYMC)  is  a  tech  stock  wit: 

pretty  rich  P/E  (38),  a  spiraling  price  ( 
33%  since  May)  and  looming  comp> 
tion  from  Microsoft.  And  still  Rich: 
Davis  of  Needham  &  Co.  rates  it  a  b 
The  leading  antivirus  software  compi 
is  way  ahead  of  everyone  else,  wh 
became  even  clearer  during  the  reo 
Blaster  attacks  on 
computer  networks. 
With  sales  rising 
31%  last  fiscal  year 
($391  million  in  the 
current  July-ended 
first  quarter)  and 
earnings  at  a  compa- 
rable pace  ($68  mil- 
lion), Symantec  is  doing  well  in  a  techr 
ogy  spending  slump.  Davis  notes  t 
Microsoft  is  breaking  into  the  antivi 
market  but  is  far  behind.  Consider  t 
Symantec  has  built  its  business  by  pi 
ging  holes  in  Microsoft's  own  softwan 

— Lisa  Did 
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INFORMATION  TECHNOLOGIES 
CONVERGE  TO  BENEFIT 


sit  www.forbes/infoimaging  today  to:  

Get  late-breaking  industry  news 

Read  about  the  companies  and  people  driving  the  industry 

Track  Forbes.com 's  proprietary  "Infoimaging"  stock  Index 

Learn  about  new  technologies 

transforming  business  productivity 


it  www.forbes.com/infoimaging  today 


YOUR  BUSINESS. 

www.forbes.com/infoimaging 


"Infoimaging  @  Forbes.com  is  a  new  section 
devoted  to  helping  senior  business  executives 
understand  how  the  convergence  of  information 
technology  and  imaging  applications  or  'infoimaging' 
is  fast-changing  the  business  landscape.  " 

Paul  Maidment 
Editor,  Forbes.com 


Infoimaging  offers  the  best  of  several  media  formats: 
trade  magazine,  news  wire,  custom  publishing,  directory 
listings,  reference  library,  community  message  boards  and 
events  site.  Plus,  you'll  find  a  wealth  of  case  studies  on 
how  business  deploys  infoimaging  technologies  to  improve 
productivity.  It's  your  single  source  reference  on  the 
companies,  technologies  and  people  behind  the 
infoimaging  industry. 


•  Engage  your  peers  in  discussions,  roundtables  and  chats 

•  Find  related  white  papers  and  research 

•  Follow  industry  conferences  and  events 
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Portfolio  Strategy  |  By  Kenneth  L.  Fisher 

Valuation  Myths 


VALUATIONS  ARE  TOO  HIGH  FOR  A  LONG  BULL 
market,  right?  Wrong!  The  S&P  500  has  averaged  a 
12%  total  annual  return  over  the  last  40  years.  It 
began  this  four-decade  run  with  prices  that  averaged, 
from  1962  through  1963, 18  times  expected  earnings. 
That  is  about  where  we  are  today  (if  you  look  at  earnings  before 
nonrecurring  charges). 

Four  decades  ago  the  ten-year  Treasury  bond  was  yielding 
somewhere  around  5%.  That's  about  where  it  is  now.  If  these 
levels  didn't  hurt  buyers  of  stocks  in  1962-63,  why  should  they 
hurt  today's  buyers?  Why  won't  the  next  40  years  be  as  good 
as  the  last  40?  If  you  say 
you  don't  have  40  years,  only 
5,  I  would  point  out  that 
1963-68  was  a  good  period 
in  which  to  own  stocks.  Only 
1  year?  Okay,  1964  had  a 
great  return. 

My  point  is  this:  For  every 
period  where  high-P/E  mar- 
kets fizzled,  there  are  compa- 
rable ones,  of  roughly  similar 
frequency,  where  they  did 
well.  The  market's  average  P/E 
ratio  is  a  bad  market  fore- 
caster. If  you  must  do  some- 
thing with  the  ratio,  turn  it 
upside-down,  getting  an  earn- 
ings yield,  an  E/P.  At  the 
moment  that  number  is  6% 

(again,  on  forward-looking  earnings  estimates).  Then  compare 
the  E/P  with  interest  rates.  Over  the  long  term  a  relationship 
between  rate-adjusted  E/Ps  and  future  returns  is  discernible,  and 
at  least  consistent  with  finance  theory.  But  even  this  metric  is 
useless  in  the  short  term. 

Take  advantage  of  the  popular  fear  of  P/E  ratios.  Bet  against 
it.  Few  feared  2000's  P/Es,  because  of  the  "new  economy."  Now 
thai  people  think  P/Es  are  too  high,  buy  into  the  market. 

Here's  another  red  herring:  volatility.  Multitudes  bemoan 
the  fad  that  the  VTX,  the  volatility  index  tied  to  put  and  call 
prices,  is  t<  io  low  for  stocks  to  shine.  Supposedly  the  placidity  of 
the  market  refl  >ptimism.  Okay,  a  low  VIX  coincided 

with  some  dra  larket  reversals,  enough  to  convince  the 

anecdotally  inclin<  Jso  missed  lots  and  has  lousy  over- 

all statistics.  The  co  n  coefficient  between  VIX  and  com- 

ing returns,  over  any  p.  i  a  w  eek  to  two  years,  is  within 

a  hair  of  zero.  That  moans  it  explains  nothing. 

Yet  another  myth:  Sentimenl  indexes  are  too  optimistic 
for  the  market  to  go  up.  One  such  indicator  is  a  survey  ol' 
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Don't  believe  that 

earnings  multiples 

are  too  high  for  a 

long  bull  market. 

For  every  period 

where  high-P/E 

markets  fizzled, 

there  are  those 

that  did  well. 


ho 
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do-it-yourself  investors  by  t 
American  Association  of  hi 
vidual  Investors;  another  is  fl 
Investor's  Intelligence  survey 
newsletter  writers.  These  i 
dexes  won't  help  you  with  t 
market,  as  Meir  Statman  anil... 
demonstrated,  at  some  statisti 
length,  in  the  Spring  2000  Joi 
nal  of  Portfolio  Manageme 
The  first  survey  tells  you  oi 
what  is  happening  now,  r 
what  is  going  to  happen.  The  other  indicator  misses  many  tuij  ^ 
ing  points  and  flashes  signals  at  wrong  ones.  That  folks  thi 
these  are  predictive  and  bearish  is  useful  if  you  know  they  res)  fel 
aren't.  When  they  create  fear,  sentiment  indicators  are  bullish.; 

September  and  October  are  the  worst  months  for  stoc,  u 
right?  Nonsense  and  mythology!  It  goes  both  ways.  Crasl 
have  often  happened  then.  But  often  not,  too.  As  in  otli 
months. 

This  bull  market's  wall  of  worry  will  find  more  to  f 
about  after  October.  Count  on  it.  In  the  meantime  real  go 
news  gets  amazingly  little  press.  Continental  Europe's  n 
but  consistently  advancing  economic  reformation  gets  sc« 
notice  in  America.  Throughout  Europe,  tax  policies  are  1 
coming  more  benign.  We  rarely  hear  about  how  this  si 
could  reignite  growth. 

Life  will  be  good  for  the  next  few  years,  even  in  Europe.  ( 
ahead  of  the  market's  response  to  the  economic  renaissance, 
it  with  stocks  like  these: 

U.K.-based  Amersham  (44,  AHM)  is  a  drug  and  health  c 
firm  and  a  leader  in  biotech  diagnostic  imaging  agents.  It's  < 
of  the  cheaper  stocks  in  its  field  and  is  well  run.  Bearingp 
(9,  BE)  is  the  old  KPMG  consulting  business.  Corporate  const 
ing  will  have  high  demand  in  coming  years.  At  six  times  I 
flow  (in  the  sense  of  net  income  plus  depreciation),  BE  is  d 
cheap  growth. 

For  great  brand  names  in  a  well-run,  growing  firm  t 
isn't  too  expensive  at  a  market  P/E,  buy  Church  &  Dwight 
chd),  which,  among  other  things,  owns  the  names  Arrr 
Hammer,  Brillo  and  Sno  Bol.  For  fun,  try  Leapfrog  Enterpri 
(37,  lf),  the  world's  most  innovative  toymaker.  I've  kno 
founder  Michael  C.  Wood  for  a  decade  and  have  confidei 
he  will  keep  leapfrogging  one  jump  ahead  of  peers.  Or,  tafc 
spin  with  International  Speedway  (42,  ISCA),  which  combines 
best  sports  radio  network  not  owned  by  a  media  giant  w 
the  best  racetracks. 
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Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  mana 
Visit  his  home  page  at  www.forbes.com/fisher. 
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SAVINGS! 
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As  the  stock  market ' 
technology,  nanotech  will  be 
the  next,  "next  big  thing!" 


PLUS 

2 

FREE 
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if 


lOtechnology  is  legitimate, 
ie  next,  "next  big  thing!"  and  it 
uly  alter  your  world  as  nothing 
e!  Unavoidably,  Wall  Street  will 
react  with  a  new  round  of 
jiminate  and  uninformed, 
sctor  mania. 

vhen  you  understand  which 
tech  companies  rest  upon  solid 
iations,  investing  in  the  right 
technologies  now  will  prove  to 
r  more  profitable  than  buying 
Microsoft  or  Intel! 

low  and  discover  the  small- 
:ompanies  about  to  benefit 
this  year's... 


\  billion  bonanza! 


X,  In  2003,  government-funded 
mia  (MIT,  Stanford,  Caltech,  UCLA, 
rd  and  Yale,  to  mention  only  a  few 
enters  for  nanotech  research)  will 
rith  international  titans  of  technology 
Hewlett-Packard,  DuPont,  Hitachi 
3shiha  among  many  others)  to  spend 
than  $3  billion  on  incredibly  high- 
tools"  and  materials  required  to  go 
rd  with  an  entirely-new  technology, 
/ear,  and  for  fifteen  to  twenty  years 
ne,  the  budget  for  nanotech  develop- 
will  grow  exponentially!   But... 

i  more  than  $3  billion  dollars 
be  spent  in  2003  will  have  a 
imatic  impact  on  the  earnings 
a  few  small-cap  companies 
it  have  a  lock  on  the  "tools" 
nanotech! 

I  Forbes/Wolfe  NANOTECH 
>RT  is  a  new  monthly  advisory  for 
ivestor  ready  to  get  in  on  the  ground 
of  the  greatest  technology  revolution 
ivesting  now  could  be  like  buying 
Microsoft  and  Intel  all  over  again. 


If  you  act  now  to  accept 
a  Charter  Subscription... 

You'll  know  which  5  companies 
stand  to  profit  immediately  from  2003's 
$3-billion  windfall,  and  you'll  always 
know  where  the  new-development 
money  is  flowing. 

That  $3  billion  is  merely  the  first 

trickle  that  primes  the  pump. 

By  2015  the  nanotech  market 

will  be  worth  $1  trillion! 

Just  as  $10,000  invested  early  in  the 
stock  of  a  little-known  company  by  the 
name  of  Intel  grew  to  over  $11,866,660... 
and  $10,000  invested  in  1985  in  a  strug- 
gling company  named  Texas  Instruments 
was  worth  $5,629,984  by  2001... so  will 
the  stocks  of  the  few  companies  on  the 
cutting  edge  of  nanotechnology  likely 
gain  when  Wall  Street  grasps  how 
completely  this  incredible  technology 
will  change  the  world. 

in  your  FREE  Special  Report, 

you'll  discover  how  to  profit 

now  from  the  $3  billion 

being  spent  this  year,  and 

the  tens  of  billions  coming! 


Nano  101: 


Insiders  Guide" 
Joj 
World  of 


Nanotechnology 


Biggest  Profit 

Takers  of  the 

Nanotech 

Revolution! 


It's  already  started.  Right  now,  there  are 
only  a  handful  of  companies  strategically 
positioned  -  the  right  place  at  exactly 
the  right  time  -  to  profit  from  this  year's 
$3  billion  budget.  And  some  of  them  have 
already  been  discovered.  Last  August,  for 
example,  we  advised  buying  a  company 
using  nanotech  for  drug  delivery.  One  year 
later,  the  company  is  up  nearly  1,000%! 

As  a  Charter  Subscriber,  you'll  receive 
5  Biggest  Profit  Takers  of  the  Nanotech 
Revolution!  that  names  5  nanotech  stocks 


you  should  buy  now  and  Nanotech  101 
which  explains  the  basics. 

With  its  incredible  future  and  the 
promise  of  so  many  practical  applications, 
nanotechnology  is  indeed  a  smart  place  to 
invest  for  the  long  haul.  And  the  best 
place  to  begin  is  with  the  stocks  of  the 
5  companies  named  in  your  FREE  report. 


Charter  Subscriber 
Reservation  Form 


YES! 


I  want  to  get  in  on  the 
ground  floor  of  the  nanotech  revolution. 
Please  rush  me  BOTH  FREE  Reports, 
Nanotech  101  and  5  Biggest  Profit  Takers 
of  the  Nanotech  Revolution.  Enter  my 
Charter  Subscription  for  1-year  (12 
issues)  of  the  Forbes/Wolfe  NANOTECH 
REPORT  at  just  $195,  a  67%  savings  off 
the  single-issue  cost.  If  not  delighted,  I 
may  cancel  for  a  prompt  refund  on  the 
unmailed  balance,  no  questions  asked. 

Method  of  payment: 

□  I  enclose  my  check  payable  to 
Forbes/Wolfe  NANOTECH  REPORT 
for  $195  for  a  full  year  (12  issues). 

□  Charge  my  credit  card: 

□  Visa  □  MasterCard  □  American  Express 


Card  Number 

Exp.  Date 

Signature 

Name 

Address 

CHy 

State 

Email  address 

Zip  Code 

Needed  for  breaking  news 

www.forbesnanotech.com/subscribe 

or  call  toll-free  1-800-353-8198 

Forbes/Wolfe  NANOTECH  REPORT 

P.O.  Box  3078  •  Harlan,  IA  51593-0142 
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Capital  Markets  |  By  Marilyn  Cohen 


Getting  Good  Bond  Prices 


PRICE  TRANSPARENCY  IN  THE  BOND  MARKET?  SUCH  A 
thing  has  been  almost  as  hard  to  get  as  a  list  of  Sad- 
dam's safe  houses.  This  mystery  means  that  ordinary 
investors,  as  opposed  to  giant  institutions,  often  end 
up  settling  for  whatever  price  their  broker  palms  off 
on  them.  You  might  end  up  paying  a  markup  of  0.25  to  3  points 
over  what  the  broker  paid  for  the  bond. 

There  are  ways  around  the  problem,  of  course.  For 
instance,  you  can  always  restrict  your  purchases  to  new-issue 
bonds,  where  you  pay  the  same  price  as  a  huge  mutual  fund. 
Or  if  you  insist  on  already-issued  bonds,  splurge  by  spending  a 
minimum  $100,000,  which 
gives  you  a  better  shot  at  get- 
ting treated  like  the  big  boys. 
But  what  if  you  insist  on 
bonds  in  the  secondary- 
market  and  don't  wish  to 
spend  that  kind  of  money? 

The  best  answer  is  to 
log  on  to  the  Bond  Market 
Association's  Web  site, 
www.investinginbonds.com, 
and  use  the  new  and  im- 
proved Trace  system.  Trace  is 
an  acronym  for  Trade  Re- 
porting and  Compliance  En- 
gine, which  mainly  tracks 
recent  trades  for  corpor- 
ate bonds. 

Launched  by  the  National 
Association  of  Securities  Dealers  in  2001,  the  free  service  ini- 
tially delivered  data  on  just  500  bonds — and  a  day  late. 
Upgraded  and  expanded  in  March,  Trace  now  covers  4,200 
bonds  and  gives  you  a  history  of  trades,  yields,  prices  and  quan- 
tities for  the  same  day.  There  is  a  five-hour  delay.  Yet  since  most 
bond  trades  occur  early  in  the  morning,  you  can  gain  a  good 
and  useful  sense  of  the  day's  market  before  trading  closes  at 
around  4:30  p.m.  eastern  time. 

You  wouldn't  pay  'he  list  price  at  a  flea  market  or  a  car  deal- 
ership. Wl  v   Would  you  in  the  bond  market? 

Using  Trace,  look  up  a  bond  that  interests  you  and  confront 
the  broker  with  recent  trading  information.  Or  when  he  comes 
to  you  with  an  idea,checl  i  out  on  Trace  before  committing.  If 
he  is  way  off  what  m  (race,  bid  him  hack  to  an  accept- 

able price  and  yield.  S'  our  broker  doesn't  have  the  par- 

ticular bond  or  issue  you     ek.(  hances  arc  you  can  use  Trace  to 
find  issues  with  a  similar  l      h  >n,  maturity  and  credit  rating. 

A  retail  price  1  or  2  p  ive  a 

recent  wholesale  trade  is  ao     'table  on  * 


A  new  and 

much  improved 

Web  site  can  give 

you  price  and  yield 

data  on  recent  trades. 

That's  powerful 

ammo  to  use 

against  brokers  who 

prey  on  ignorance. 


$20,000  order  for  a  corpor 
issue.  For  a  $100,000  trade, 
markup  should  be  considers 
smaller.  (In  bond  parlana 
point  represents  $10  on  a  ty 
cal  corporate  with  a  $1,( 
par  value.)  Accepting  the  b 
ker's  price  is  called  "lifting ; 
offering,"  which  you  do 
have  to  do. 

Do  not  be  afraid  to  hag 
People  will  drive  for  miles 
save  $100  on  a  new  television  set  but  will  throw  away  $1,00C 
more  when  buying  $50,000  in  corporate  bonds. 

Here's  how  to  search,  step  by  step.  After  getting  onto  the  B 
Web  site,  click  on  "corporate  bond  trade  information."  You'll 
a  chronological  list  of  trades,  as  reported  by  brokers  to  the  N, 
To  buy  a  specific  bond  at  the  best  price,  first  look  at  all  the  pot 
trades,  pick  out  those  familiar  names  with  coupons,  maturii 
and  credit  quality  that  fit  your  investment  profile. 

Say  active  large  names  like  IBM,  Citigroup  and  Daim 
Chrysler  suit  your  investment  parameters.  Then  start  drill 
down.  You  find  the  IBM  4.75s  due  Nov.  29,  2012,  a  $1.4  bi 
issue.  When  you  click  on  the  Cusip  number  (the  bond's  ni| 
digit  character  identification),  you  will  see  a  display  of  tr 
that  took  place  with  the  five-hour  delay. 

On  Sept.  3  six  trades  were  reported.  The  smallest  amo 
was  $16,000  par  value  and  the  largest  was  a  $4.8  million 
Prices  on  all  six  trades  ranged  from  a  low  of  96.79  (or  $96/ 
for  each  $1,000  bond)  for  a  5.19%  yield  to  maturity 
$100,000  face  value,  to  a  high  of  99.57, 4.81%  yield  to  matu 
on  $35,000  face  value.  Were  these  buys  or  sells?  My  guess  is  1 
the  $35,000  lot  was  purchased  by  a  little  old  lady  who  had 
idea  that  a  sub-5%  yield  was  unacceptable.  And  the  low  tr 
could  easily  have  been  a  purchase  by  a  small  institution  < 
high-net-worth  investor.  The  point  is,  these  IBM  bonds  tra 
in  a  2.78-point  range,  which  is  $27.80  per  $1,000  face  va 
Without  Trace  you  never  would  have  known. 

A  beautiful  feature  of  Trace  is  that  you  can  observe  a  boi 
trading  history  for  months  back,  which  tells  you  how  vols 
the  issue  is  and  the  difference  between  the  price  for  smaller 
larger  trades.  IBM's  4.75%  bonds  of  Nov.  29,  2012  are  repoi 
going  back  to  February  2002. 

This  powerful  online  bond  buyer's  tool  is  a  godsend.  Th 
Arthur  Levitt,  who  pushed  for  Trace  when  he  headed  the  S< 
rities  &  Exchange  Commission.  Sunlight  is  the  best  disinfect 
Let's  have  a  little  more  of  it  on  Wall  Street. 
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Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeli  | 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 
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Health 


EPIDEMICS 


Dr.  Detective 

SARS,  West  Nile,  bioterrorism-health  officials  are  trying 
to  prevent  the  next  epidemic  catastrophe.  The  job  is  more 
complicated  than  it  sounds  |  by  emily  lambert 


THE  NATION  IS  STILL  ON  HIGH  ALERT  FOR  BIOTERROR  AND 
the  next  viral  outbreak.  One  of  the  more  promising  lines 
of  defense  is  the  so-called  syndromic  surveillance  net- 
works that  cull  community  health  data  for  trouble  signs. 
Some  kinks  still  need  working  out.  New  York  City's  health 
department  is  gathering  clues  such  as  patient  admissions  at  41  hos- 
pitals, drug  sales  at  100  pharmacies,  all  911  dispatches  and  atten- 
dance records  of  public  school  students  and  subway  employees.  On 
the  first  Monday  in  June  health  officials  were  alerted  to  a  spike  in  ab- 
senteeism and  sprang  into  action.  But  one  phone 
call  later  they  learned  what  had  caused  the 
spike:  Workers  who  hadn't  had  Memo- 
rial Day  off  were  taking  an  unofficial  ^ 
holiday  one  week  later. 

False  alarms  will  happen,  but 
there  are  many  small  victories. 
Tacoma-Pierce  County  in  Wash- 
ington State  has  located  three 
gastroenteritis  outbreaks  with  its 
network,  installed  a  year  and  a  half 
ago.  New  York  City  noticed  that 
more   people   bought   nicotine 
patches  when  a  restaurant  smok- 
ing ban  went  into  effect. 

Officials  across  the  country  are 
dedicating  more  money  and  time  to 
making  surveillance  networks  better, 
decade  after  the  idea  first  caught  on  and  two 
years  after  anthrax  made  bioterror  preparedness  a 
high  priority,  there  are  120  networks  now  in  place. 

"In  the  past  we  waited  for  body  bags  before  declaring  epi- 
demic:; But  if  you're  waiting  for  lab  work,  you're  behind  the 
curve,"  says  Robert  Huelskamp,  who  is  managing  surveillance 
research  at  Sandia  National  Laboratories. 

Syndromic  sui  -  aims  to  identify  the  signature  of 

symptoms  thi  outbreak.  Networks  built  to  track 

those  symptoms  ueti  as  the  one  in  New  York  City 

that  analyzes  60,000  da  ily  and  as  low-grade  as  Mary- 

land's, which  talli  ompl  nuts  by  hand  from  emergency 

logs.  Even  those  ba  the  department  decide  when 

to  broadcast  publ  i  announcements,  says  Dr.  Julie 
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Casani,  Maryland's  director  of  public  hea 
preparedness. 

Networks  tap  into  data  already  bet 
exchanged,  such  as  codes  used  to  report  sym 
toms  to  HMOs  and  messages  sent  out  by  em: 
gency  dispatchers.  Other  sources  are  cobb. 
together:  Sandia  scientists  analyze  the  heali 
livestock  and  plan  to  do  the  same  for  farmt 
crops.  University  of  Pittsburgh  researchers  are  compilin; 
national  databank  of  health  care  product  sales  from  14,000  stoi 

Some  of  the  most  advanced  software  is  free  for  the  t 
New  York  City's  system,  developed  in  the  late  1990s,  was  dow| 
loaded  from  the  Web  by  Tulsa,  Okla.  officials  in  February  20 
Tulsa  customized  the  open-sourced  code  (it  added  plague  to  I 
list  of  diseases,  for  one,  and  arranges  information  by  patient's  ai 
and  has  since  copied  its  version  for  Oklahoma  City.  Pittsbur; 
network,  created  in  1999  and  used  during  the  2002  Win 
Olympics,  will  be  in  Atlantic  City,  N.J.  and,  in  an  alte* 
form,  in  Michigan.  The  U.S.  military  plans  to  rele 
a  civilian  version  of  its  network. 

The  software  works  by  flagging  deviatic 
from  historical  norms  and  ironing  out  wr 
kles  such  as  sparse  data  or  misspelled  wor 
Gender,  race  and  blood  type  are  often  i 
considered  because  of  privacy  concernsi 
One  problem  is  lag  time.  It  can  t; 
three  days  to  enter  patient- visit  d 
into  the  military's  network.  Pit 
burgh's  system  ignores  ov 
patient  clinics.  All  the  algorith 
can  be  misled  by  holidays,  sne 
storms  or  the  fact  that  medicii 
like  antibiotics  may  be  present 
for  100  different  ailments.  Wh 
surveillance  networks  are  designed 
catch  large  outbreaks,  small-scale  eve: 
like  the  anthrax  poisonings  of  2001  don't  regis 
on  any  network.  And  even  the  brightest  statisticians  can't  ov 
come  that  ultimate  security  flaw:  human  error.  In  April  2002, 
marines  at  Camp  Pendleton  were  thought  to  have  strep  thrc 
In  fact,  62  marines  had  received  a  penicillin  shot  to  previ 
strep,  and  a  nurse  had  entered  the  wrong  code. 

But  the  epidemiologists  are  getting  better.  In  July  hea 
officials  were  alerted  to  a  rash  of  carbon  monoxide  poisoni) 
from  a  faulty  furnace,  three  hours  after  patients  turned  up  < 
western  Pennsylvania  hospital.  University  of  Pittsbui 
researcher  Michael  Wagner  admits  doctors  could  have  don< 
well  by  picking  up  the  phone,  but  they  often  don't  becai 
they're  too  busy. 


Information 


IS 


the  best  medicine. 
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Having  better  information  can  help  you  make  more  intelligent  health 
care  decisions.  So  we  provide  a  host  of  helpful  information  resources, 
like  our  Aetna  I nteli Health'"  online  health  information  site,  offered 
in  association  with  Harvard  Medical  School.  Here  you'll  find  a  wealth 
of  knowledge  about  diseases,  conditions,  treatments,  preventative 
measures,  and  much  more.  At  our  Aetna  Navigator"  Web  site,  members 
can  receive  their  benefit  statements  and  review  claim  status 
electronically.  And  soon,  we'll  provide  you  with  survey  data  to  help 
you  assess  the  quality  of  doctors  and  hospitals  in  our  networks. 
The  information  to  make  intelligent  choices — that's  a  prescription 
for  quality  health  care  coverage,  from  Aetna. 


~\ 


JCAetna 

Turning  Promise  into  Practice® 

Health  •  Dental  •  Disability  •  Life  •  Long  Term  Care 


www.aetna.com 
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©  2003  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company. 
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The  Forbes  Collection  M 

Over  his  lit  ;  Jcolm  Forbes  built  a  stellar  collection  of  objets  d'art — from  signature  art  to 

castles  to  preside:  rs  to  the  fabulous  Imperial  Eggs  of  Peter  Carl  Faberge. 

Now  Courisun  bnllianth-  captures  Malcolms  sense  of  consummate  style  with  this  series  of  area 
rugs,  influenced  b.  ,,s  Forbes  estate,  Chateau  de  Balleroy.  By  combining  the  finest  100% 

New  Zealand  Wool  ant      ourii  urs  of  commitment  to  strong  design  and  quality,  the 

Chateau  de  Balleroy  Scri  itiful,  elegant  and  sophisticated  lifestyle  of  the 

renowned  Forbes  estates  a  cions. 


To  view  the  lull  line  ol  cx>|uisit«  .,,,„,  p|e;lSe  visit  www.forbes.com/forbescollection. 

You  cm  immediately  stan        i  collection  and  become  part  of  a  legendary  tradition. 
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GOT  A  STORY  TO  TELL!" 
shouts  Julian  Curry,  grabbing 
the  microphone  with  one 
hand,  stabbing  the  air  with 
h.  the  other,  punctuating  every 
able.  The  crowd  claps  and 
sops.  It  is  a  weeknight,  and 
tv,  a  mutual  fund  wholesaler  at 
Denheimer  Funds  in  Manhattan, 
till  wearing  his  suit  and  tie. 
hed  in  the  spotlight  of  the 
/orican  Poets  Cafe,  he  launches 
}  "The  Colored  Corporate 
es" — a  signature  poem.  "It's 
tut  a  corporate  America  hell,"  he 
:laims  in  rhyme,  "where  the 
gs  are  surprised  by  the  words  I 
spell  and  say  silly  things  to  me 
■  'You  speak  so  well.'"  He's  read 
y  four  lines,  and  already  his  au- 
nce  is  hooked. 

The  first  time  they  hear  Curry, 
ne  listeners  are  shocked  into  si- 
ce by  his  indictment  of  "black 
ikers,  dark  doctors  and  colored 
porate  cats  everywhere"  who,  in 
ir  quest  for  success,  have  forgot- 
where  they  came  from.  "If  your 
a  of  a  cultural  weekend  is  head- 
;  out  to  your  Hamptons  share, 
1  you're  blacker  than  me  with 
ather  Locklear-looking  hair, 
n  this  is  definitely  not  your 
:m,"  he  taunts. 

In  cafes  and  bars  around  the 
5.,  people  of  all  backgrounds, 
nicities,  ages  and  vocations  are 
>ressing  themselves  through 
>ken  poetry.  It's  not  just  the  dog- 
el  that  draws  audiences.  It's  the 
rformance,  which  goes  by  the 
lie  "slam."  Poets,  each  striving 


No  Velvet 
Hats 

Slam  poetry  pits  bard  against  bard, 

in  lyric  boxing  matches. 

At  stake:  fame,  applause  and  a 

chance  to  compete  in  the  nationals. 

BY  ALLISON  FASS 


fun  and  interactivity.  Winners  of 
local  slams  go  on  to  compete  at  na- 
tional levels.  Henry  Sampson,  trea- 
surer of  Poetry  Slam,  a  nonprofit 
that  oversees  a  network  of  92  slam 
organizations,  says  this  year's  na- 
tionals, held  in  August  in  Chicago, 
cost  $70,000  and  were  paid  for  by  a 
mix  of  grants,  audience  fees,  ads 
and  contributions  from  such  spon- 
sors as  Magnetic  Poetry,  the  com- 
pany that  makes  magnetic  word 
games  for  refrigerator  doors. 

Some  1,400  people  converged 
on  Chicago  for  this  grand  slam. 
Sixty-three  teams — the  biggest 
number  in  the  event's  14-year  his- 
tory— faced  off  in  bouts,  culminat- 
ing in  finals  held  on  the  Navy  Pier's 
Skyline  Stage.  The  scene:  dread- 
locks mixed  with  a  few  polo  shirts. 
Most,  but  not  all,  attendees  were 
young.  "Seeing  old  friends  is  half 
the  reason  I  keep  coming,"  says 
Robert  Russell,  51,  an  economist  at 
the  Wisconsin  Department  of 
Transportation,  who  also  is  the 
slam-master  of  Madison. 

Julian  Curry  anchored  the  Nu- 
yorican's  national  team,  performing 
"Colored  Corporate  Blues"  in  a 
white  button-down  shirt.  (To  read 
the  whole  poem  and  to  find  books, 
movies  and  other  resources  about 
slamming,  visit  forbes.com/slam.) 
He  earned  enough  points  to  boost 
his  team  into  the  finals.  There,  how- 
ever, his  magic  seemed  briefly  to 
desert  him,  and  a  team  from  Los 
Angeles  walked  off  with  the  $2,000 
first  prize. 

Slamming  has  evolved  in  sur- 


autdo  the  other,  take  turns  performing  before  a  five  audience  prising  ways  since  former  construction  worker  Marc  Smith  held 

it  responds  by  cheering,  booing  and  stamping  its  feet.  Judges,  the  first  slam  at  Chicago's  Green  Mill  in  1986.  Smith,  who  origi- 

ked  at  random  from  the  audience,  rate  each  performer  on  a  nated  the  term  "slam,"  meant  it  to  refer  to  a  merger  of  perfor- 

le  of  zero  to  ten.  Poets  who  exceed  a  three-minute  time  limit  mance  with  poetry,  a  variety  show  with  stunts.  "Competition  is 

penalized.  The  highest  scorer  wins.  just  a  natural  theatrical  device,"  he  says.  Now  poets  are  so  caught 

Edna  St.  Vincent  Millay  it's  not.  Yet  slam  has  helped  revive  the  up  in  the  competitive  aspect  that  coaches  are  rumored  to  secretly 

lss  appeal  of  an  art  form,  investing  poetry  with  excitement,  tape  other  teams.  Performers  view  slamming  as  a  ticket  to  fame, 
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maybe  fortune.  Stanley  Lathan,  the  pro- 
ducer and  director  behind  Russell  Sim- 
mons' Def  Poetry  Jam,  the  Broadway  show 
and  HBO  series,  says  his  group  regularly 
scouts  poetry  competitions.  So  does 
Audible.com,  which  digitizes  audiobooks 
and  radio  programs  and  is  looking  to  beef 
up  its  spoken-word  content. 

A  few  poets  manage  to  eke  out  a  living. 
Taylor  Mali,  a  four- time  team  winner  of  the 
grand  slam,  was  part  of  the  HBO  Def  Poetry 
show.  He  now  earns  about  $2,500  per  per- 
formance at  venues  such  as  college  cam- 
puses. Last  year  he  earned  $60,000  in  spo- 
ken-word income,  including  sales  of  his 
own  book  of  verse,  What  Learning  Leaves. 
"I  made  more  money  than  I  did  as  a  teacher 
with  ten  years'  experience,"  he  says. 

All  poetry  originates  in  an  oral  tradi- 
tion. The  Iliad  and  the  Odyssey  were  recited 
by  professional  strolling  bards  in  ancient 
Greece  and  were  put  into  writing  only  long 
afterward.  The  Greeks  also  had  poetry 
competitions.  As  recently  as  the  19th  cen- 
tury Henry  Wadsworth  Longfellow  recited 
before  large  public  audiences.  Only  relatively 
recently  did  poetry  become  a  dead  thing  on 
a  page,  to  be  read  privately,  in  silence. 

Yet  traditionalists  have  been  slow  to 
award  slam  any  accolades.  "I  think  the  em- 
phasis is  probably  on  performance  rather 
than  poetry,"  says  Joseph  Parisi,  former  ed- 
itor of  Poetry,  a  magazine  published  for 
more  than  90  years,  most  recendy  by  the 
Poetry  Foundation.  "The  use  of  the  lan- 
guage is  not  very  imaginative;  the  ideas  are 
trite."  The  Foundation  can  afford  to  be 
aloof:  Ruth  Lilly,  heiress  to  the  Eli  Lilly  phar- 
maceutical fortune,  last  year  donated  to 
Poetry  magazine — which  had  rejected  her 
own  poetry — $100  million. 

Once  asked  to  judge  a  poetry  slam, 
Parisi  replied:  "I'm  really  flattered  and  I 
wouldn't  mind  having  the  free  beer,  but  I 
don't  think  you'll  need  a  judge — I  think 
you'll  need  a  referee."  Jack  McCarthy,  64,  a 
semiretired  computer  ,  analyst, 

doesn't  share  Parisi's  disdain  51am,  he  says, 
helped  reaw  iken  his  own  joy  thespoken 
word,  and  no  lias  publi  .1  several 
boo!.  own  verse.  Md  prefers 

slan  locratic  .    •,  acad- 

emic verse.  "If  Walt  Wh  «d  up 

today,"  he  says,  "you  woi  imin 

a  Master  of  Fine  \:  ts  pro^;  F 
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En  Garde1. 

Forget  those  depositions.  Let's  duel. 

BY  SUSAN  ADAMS 


ft ! 
WW 


LONG  BEFORE  THERE  WAS 
American  Arbitration  Asst 
ciation,  antagonists  in  bus 
ness  and  the  professions  wl 
feared  the  abstrusities  of  la 
courts  had  a  different  meai 
of  alternative  dispute  resoli] 

tion:  the  duel.  Nowadays,  observes  Barbara  Holland  in  her  wonderfully  irreverer 

new  book,  Gentlemen  s  Blood:  A  History  of  Dueling  from  Swords  at  Dawn  to  Pistols  m 

Dusk  (Bloomsbury,  $25),  the  winner  gets  "pale  dry  money  instead  of  wet  n 

blood."  But  the  salutary  effects  of  blood,  thinks  Holland,  author  of  13  other  boolflW 

are  too  hastily  dismissed.  Even  a  few  drops  of  it,  she  writes,  possess  "a  redemptr 

power  no  bank  deposit  can  match." 

Imagine,  for  a  moment,  today's  tiresome  conflicts  settled  on  the  field  of  hone 

Martha  Stewart  and  U.S.  Attorney  Mary  Jo  White  facing  off  with  rapiers  at  dawn 

seconds,  Stewart's  finely  sharpened  epee  dispatches  White's  dull  government- iss»j  ^ 

blade.  Or  picture  the  Microsoft-ver- 

sus-Linux  squabble  settled  with  a 

single  slash  of  Gates'  saber  into 

Linus  Torvalds'  ear. 

New  Orleans  doctors,  in  the  19th 

century,  resolved  professional  disputes 

by  repairing  to  the  Dueling  Oaks,  now 

part  of  a  city  park.  While  physicians  in  ^ 

other  cities  attended  duels  as  agents 

of  mercy,  bearing  medication  and 

bandages,  in  New  Orleans  they  took 

up  guns  and  swords  themselves.  Two 


■:nfia 


;JR 


Gates'  saber  in  TQRVALDS' EAR! 


rival  surgeons  at  Charity  Hospital,  unable  to  agree  on  a  patient's  treatment,  consult  -, 
the  Oaks.  While  the  loser,  Dr.  Chopin,  recovered  from  his  pistol  wound,  the  winner,  I 
Foster,  ministered  to  the  patient,  who,  unfortunately,  died. 

Property  disputes  were  often  settled  by  duels.  In  1790s  Georgia  the  decision 
politicians  to  preserve  for  the  public  a  2.5  million-acre  swath  of  former  Indian  ter 
tory  known  as  the  Yazoo  Land  Grant  spawned  a  rash  of  duels  between  real  estate  c 
velopers,  loan  sharks  and  legislators.  These  clashes,  fought  mostly  with  pistols,  result 
in  shattered  limbs  and  in  some  cases,  death.  By  far  the  bloodiest  story  in  Holland's  bo  • 
involves  two  17th-century  British  dukes,  Hamilton  and  Mohun,  who  duked  it  o 
over  a  huge,  profitable  estate  called  Gawsworth.  At  the  duel's  appalling  climax: 

"Hamilton  had  leaped  on  Mohun  and  slashed  him  deeply  in  the  left  side,  th 
plunged  his  sword  clear  into  his  right  side  and  out  through  his  back.  Thrown  bac 
ward,  Mohun  struck  out  wildly  and  sliced  into  Hamilton's  calf  and  then  his  arm,  b  . 
the  older  man  kept  pressing  on.  Mohun  raised  his  sword  up  hi 
and  plunged  it  8  inches  into  Hamilton's  chest.  Still  the  duke  flail 
at  him,  and  Mohun,  backing  up,  stumbled  in  the  ditch  just 
Hamilton,  with  the  last  blind  strength  of  rage,  impaled  him  lik 
loaf  of  bread,  into  the  groin  and  out  through  the  buttock,  ope 
ing  an  artery  on  the  way." 

As  Holland  notes,  the  adrenaline  rush  supplied  by  dueli 
can  now  be  had,  just  as  easily,  with  bungee  jumping  or  the  S) 
ney-to-Hobart  yacht  race.  Yet  the  thrill  isn't  quite  the  same. 
Holland  writes,  "Men  may  dash  their  brains  out  on  the  ro 
below,  or  drown,  but  they  haven't  conquered  another  man." 
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Cape  Cod  Waterfront 
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evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 
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Two  new  resort  golf 
course  mansions  are 
available  for  one  month, 
deeded  interests.  Term- 
5  years. 
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RESORT 
MANSIONS 

The  grandeur  of  a  mansion. 
The  services  of  a  5-star  hotel. 


phone  (480)  585-7500  •  fax  (602)  667-0299 
www.resortmansions.com 

This  is  not  an  otter  to  sell  nor  a  solicitation  of  an  offer  to  buy  to  residents  of  any  state  in  which 
registration  requirements  have  not  been  fulfilled  Void  where  prohibited. 
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TIMESHARES 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 

on  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.poslureeducation.tom 
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save  up  to... 

70* 

off  retail 


.  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE.  CATALOG 

CALL  (800)  704-0307 


Forbes  Subscriber  Service  To  order,  change  address 
or  other  customer  service,  call  1-800-888-9896 


THOUGHTS 

On  the  Business  of  Life 


In  one  of  those  oft  offbeat  profiles  ofaquality  unique  to  the  New  Yorker,  the  CEO  of  Memorial 
Sloan-Kettering  Cancer  Center  in  New  York  City,  Dr.  Lewis  Thomas,  gave  forth  with  so  much 
common  sense  that  I'm  surprised  he  hasn't  lost  his  license  along  with  his  job.  Said  he: 
"The  great  secret,  known  to  internists  and  learned  early  in  marriage  by  internists'  wives,  but  still 
hidden  from  the  general  public,  b  that  most  things  get  better  by  themselves.  Most  things,  in  fact,  are 
better  by  morning."  — MALCOLM  S.  FORBES  (1978) 


Remember  to  cure  the  patient  as  well 
as  the  disease. 

—DR.  ALVIN  BARACH 


Every  businessman  over  50  should  have 
a  daily  nap  and  nip — a  short  nap  after 
lunch  and  a  relaxing  highball  before 
dinner. 

•     —DR.  SARA  MURRAY  JORDAN 


We  can  now  prove  that  large  numbers 
of  Americans  are  dying  from  sitting  on 
their  behinds. 

—DR.  BRUCE  DAN 


The  longer  I  practice  medicine  the  more 
convinced  I  am  there  are  only  two  types 
of  cases:  those  that  involve  taking  the 
trousers  off  and  those  that  don't. 

—ALAN  BENNETT 


A  cancer  is  not  only  a  physical  disease, 
it  is  a  state  of  mind. 

—DR.  MICHAEL  BADEN 


I  fear  that  being  a  patient  in  any  hospital 
in  Ireland  calls  for  two  things — holv 
resignation  and  an  iron  constii  itioi 
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God  heals,  and  the  doctor  takes  the  fees. 

—BENJAMIN  FRANKLIN 


The  best  doctor  in  the  world  is  the 
veterinarian.  He  can't  ask  his  patients 
what  is  the  matter — he's  got  to  just  know. 
—WILL  ROGERS 


/  contemplate  the  body,  dead  and  diseased 
as  well  as  alive  and  healthy. 

—DR.  RICHARD  SELZER 


TV  is  always  second  best.  If  you  can 
nething  else,  it's  better. 

—DR.  JOHN  KIRKLIN 


Certain  people  seem  to  die  in  the  Times 
more  than  others  do.  Doctors,  for  instana 
obits  give  the  impression  that  physicians 
die  in  droves. 

—DAVID  SANFOR 


The  kind  of  doctor  I  want  is  one  who, 
when  he's  not  examining  me,  is  home 
studying  medicine. 

—GEORGE  S.  KAUFMA 


The  best  surgeon  is  he  that  hath  been 
hacked  himself. 

—ENGLISH  PROVE! 


A  Text... 

And  even  to  your  old  age  I  am  he; 
and  even  to  hoar  hairs  will  I  carr) 
you:  I  have  made,  and  I  will  bear. 

—ISAIAH  46 

Sent  in  by  lone  McGuire,  Fox  Point,  W 
What's  your  favorite  text?  Forbes  Book 
Quotations:  Thoughts  on  the  Business  of  Lift 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  1 4,000  "Thoughts,"  arranged  alphabetically 
subject,  are  available  in  a  900-page,  one-volu 
deluxe  edition,  Forbes  Book  of  Quotations:  Tlwughts  on 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping ; 
$1  per  item  for  handling  (add  applicable  sales  ta  km 
To  order,  please  call  toll-free,  1-800-876-6556. 
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MARKET  SHARE  2008 


□   You 

Your  competition 


The  future  doesn't  play  favorites. 
It  has  no  winners  or  losers. 

It  has  no  trends,  business  channels  or  emerging  markets. 
Because  thejuture  hasn't  happenedyet. 

It  is  a  blank  sheet.  A  clean  slate.  Uncharted. 
How  willjou  shape  it? 


An  unbiased  business  advisor  w     systems  integrator  provides  you  with  the  right 
dvice  and  solutions  with  your  best  interests  in  mind.  together,  we  can  create  the  future. 

it  bearingpo.nt.com. 


CONSULTING  ♦  SYSTEMS  INTEGR  TION  ♦  MANAGED  SERVICES 


BearingPoini 

Business  and  Systems  Aligned.  Business  Empowered.' 
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all  of  your  business  applications  and  over  2,500  channels  of  high- 
speed content.  From  the  morning  newspaper  to  the  evening  news. 
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AvantGo 
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WHOEVER  THOUGHT  THE 

PGA  RECORD  BOOK 

WOULD   BE   REWRITTEN    LEFT-HANDED? 


When  he  captured  the  NCAA  crown  as  a  southpaw  freshman,  the  world  knew  a  special  golfer 

was  gracing  its  fairways.  What  it  did  not  know  was  how  prolific  he  would  be.  After  winning  the  U.S. 

Amateur  title,  he  entered  the  PGA  Tour  with  a  tour  de  force  of  skill  and  grace.  In  11  years,  he's 

"achieved  21  Tour  victories  and  more  top-ten  finishes  than  most  golfers  earn  in  a  lifetime.  If  one  man 


■perpetually  garners  the  respect  of  the  Tour  and  the  hearts  of  the  fans,  his  name  is  Phil  Mickelson. 
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WISH  UPON  A  STAR 


OR  MAKE  A  DREAM  COME  TRUE? 


ie  sun  holds  such  bright  promise  as  a  clean, 
newable  energy  source.  And  yet  for  years,  it's 
mained  out  of  reach.  Clean,  yet  too  expensive. 
)  the  question  is:  Do  we  follow  the  sun  or  just 
rn  out  the  lights  and  go  home?  Ignoring 
ternative   energy   is   no   alternative.   Fossil  fuels 

ROFITS      &      PRINCI  PL  E  S. 

e  going  to  remain  the  major  source  of  energy-; 
r    the    foreseeable    future,     but    we    are    alii* 
srking    on    new    energy    technologies.    {Ceepifigl 
ice   with    the   world's   accelerating  demand' for 
lergy    and    supplying    power    to    remote  ;  areas': 


require  Shell  to  pursue  renewable  resources  like 
solar  and  wind  energy.  We  established  Shell 
Renewables  with  a  commitment  to  develop  these 
new  opportunities  commercially.  One  of  our  goals 
is  to  make  solar  energy  cheaper,  more  efficient 
and    more    accessible,    both    for    businesses    and 
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homes.  It's  part  of  our  commitment  to  sustainable 
development,  balancing  economic  progress  with 
environmental  care  and  social  responsibility.  So 
with  real  gopls  and  investment,  energy  from  the 
sun  can  be  more  than  just  a  daydream. 


WE  WELCOME  YOUR  INPUT.  CONTACT  US  ON  THE  INTERNET  AT  WWW.SHELL.COM/SOLAR  OR  EMAIL  US  AT  'TELL-SHELL@SI.SHELL.COM'  OR  WRITE  TO  US  AT: 

LISTENING  AND  RESPONDING,  SHELL  OIL  COMPANY,  P.O.  BOX  2463,  HOUSTON,  TX  77252. 

(Each  Shell  company  is  a  separate  and  distinct  entity   in  i  is  advertisement    the  reference  to  "Shell  International  Renewables"  is  a  reference  to  those  Shell  companies  which  are  individually  engaged 
-^  in  the  renewables  business  w.tere   to  useful  purpose  is  served  by  identifying  the  individual  company  or  companies.) 
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Java"  Enterprise 
System 


JAVA-ENTERPRISE  SYSTEM  -  EVERY  NETWORK 
ma  YOUR  BUSINESS  NEEDS  -  CLUSTERING, 
ENDAR,  DIRECTORY  AND  IDENTITY  SERVICES, 
ANT  MESSAGING,  PORTAL,  WEB  SERVER  AND 
L ICATIONS  SERVER  -  DONE  TO  PERFECTION. 


SOFTWARE  FROM  SUN! 


Java  Enterprise 
System 


CERTAINLY,  SUN  IS  KNOWN  FOR  ITS  INNOVATIVE 
HARDWARE.  BUT  JUST  AS  WE  REVOLUTIONIZED 
THE  HARDWARE  BUSINESS,  WE'RE  NOW 
TRANSFORMING  SOFTWARE  FOR  OUR  CUSTOMERS 
WITH  THE  |  AVA  ENTERPRISE  SYSTEM. 


$100 


SAVES  MILLIONS 


Java"  Enterprise 
System 


INSTEAD  OF  SPENDING  $lOOOs  PER  EMPLOYEE 
ON  SOFTWARE,  SPEND  $100.  THAT  CAN  SAVE 
YOUR  BUSINESS  MILLIONS  ALONE,  BUTTHE 
SUPPORT  AND  TRAINING  ARE  INCLUDED  WITH 
THE  JAVA  ENTERPRISE  SYSTEM  CAN  SAVE  YOU 
EVEN  MORE. 


Java' Enterprise 
System 


n  NG  SCHEDULED  UPGRADES  THAT  ARE  100% 
1PATIBLE  WITH  PREVIOUS  VERSIONS  ISN'T 
!  I  NG.  NEITHER  IS  THE  NO-SURPRISE  PRICING  OF 
I  AVA  ENTERPRISE  SYSTEM.  PREDICTABLE  IS 
OLimONARY. 


&Sun\ 


Java  Enterprise 
System 


C  REATED  THE  |  AVA  ENTERPRISE  SYSTEM  TO  RUM 
1  -  INCREASING  OUR  PRODUCTIVITY  WHILE 
IFECTING  A  PRODUCT  THAT  SAVES  US  MILLIONS 
I  YEAR.  WE  THEN  LICENSED  A  TEST  VERSION  TO 
'  E  OF  OUR  BEST  CUSTOMERS  -  AND  NOW  WCBtE 
N  BETTER  FRIENDS. 


RADICAL 
SIMPLICITY 


Java"  Enterprise 
System 


DESIGNED  TO  BE  SIMPLE  -  YET  TOTALLY 
COMPATIBLE  -  WHETHER  YOU'RE  INTEGRATING 
WITH  YOUR  OWN,  OR  THIRD  PARTY  SOFTWARE. 
SIMPLE  MEANS  MAXIMIZED  SECURITY, 
EFFICIENCY,  AND  SCALABILITY. 
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hva"  Enterprise 
System 


tHEJAVA  ENTERPRISE  SYSTEM  IS  SECURE, 

&TE$  PREDICTABLE,  EFFICIENT,  SIMPLIFIED, 
lARDIZED,  LOWER  COST,  UPGRADE  ABLE, 

OPEN  AND  A  HECK  OF  A  LOT  EASIER  TO  MANAGE. 
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Java"  Enterprise 
System 


RUN  IT  ON  SOLARIS  OR  LINUX,  INTEGRATE 
3RD  PARTY  SOFTWARE,  ACTIVATE  ONLY 
WHAT  YOU  NEED,  ADD  USERS  AS  REQUIRED, 
WE  BUILT  THE  JAVA  ENTERPRISE  SYSTEM 
TO  BE  OPEN -FOREVER. 


THINK  PREDICTABILITY  IS  AS  EXCITING  AS 
WE  DO?  FIND  OUT  JUST  HOW  MUCH  THE  JAVA 
ENTERPRISE  SYSTEM  CAN  DO  FOR  YOU. 

GET  A  FREE  SELF-ASSESSMENT  TODAY. 
SUN.COM/TRYIT 
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Forbes.com  adds 
the  immediacy, 
depth  and  inter- 
activity of  the 
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the  list  by  rank, 
name,  net  worth, 
marital  status, 
age,  residence  or 
source  of  fortune. 

Video.  Senior  Editor  Peter  Newcomb  introduces  highlights 
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MOST  POWERFUL  ECONOMIC 
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THE  AMERICAN  DREAM. 
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And  who  dreams  this  dream?'' The  hardworking  and  trusted  American  homeowner. 
Through  stronor,  disciplined  ^a^'gem^nt  We  have  stayed  focused  on  the,Homeowner  from  the 
beginning.  In  fact,  this  is  tleVpare  (>£ our  business.  We\e  helped  put  more  than  50  million 
American  families  into  homeVbf  (Heir  own.  This  in1  turn  has' given  us  16  v^rs  of  strong  financial 
performance.  We  expect  theie  will  be  30  million  neW  Americans  by  ^OIO.  And  when  they 
dream  of  owning  a  home,  we'if  beth^re.  Because  as  the  American  Dream  grows,  so  do  we.'-'' 
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Soak  the  Rich.  Which  Ones? 

could  be  found,  in  the  chart  below,  for  the  mills  of  either  side  i 
the  debate  over  tax  cuts  for  the  high  brackets.  Tax-cutter:  Th 
share  of  federal  income  tax  paid  by  upper-crusters  has  double 
since  Jimmy  Carter  left  the  White  House.  Progressive:  Yeah,  bv 
their  share  of  income  went  up  even  faster.  So  their  share  of  arte; 
tax  income  went  up.  Unfair. 

How  about  the  superrich?  Elsewhere  in  this  issue,  you  ca 
get  fuel  for  either  side  of  the  debate.  I  could  make  a  case  for  r< 
pealins   the    estate 

The  Top  1% 

40% 


'80  '90 

federal  income  tax.  2Adjusted  gross  income. 
Source:  Tax  Foundation. 


tax — and  taxes  on 
capital  gains  and  div- 
idends in  the  bar- 
gain— by  pointing  to 
John  Menard  Jr.  On 
page  48  Janet  Novack 
explains  how  the  IRS 
is  bullyragging  this 
poor  gentleman  over 
a  few  million  in  tax 
deductions.  But  the 
IRS  should  be  thank- 
ing its  lucky  stars  for 
taxpayers  like  him.  He  makes  a  bucket  of  money  from  his  ham 
ware  stores,  and  he  forks  over  a  third  of  it  to  the  governmen 
That's  what  you  or  I  pay  on  our  salaries.  This  isn't  such  a  bad  de 
for  society. 

Say  we  repeal  the  estate  tax,  as  the  Republicans  propose,  an 
say  that  the  Menards  home-improvement  chain  winds  up  in  tl 
hands  of  some  high-living  heirs.  And  let's  imagine  that  the  t< 
on  dividends  is  taken  all  the  way  down  to  0%.  Like  the  busine 
founder,  the  heirs  would  be  remitting  to  the  U.S.  Treasury 
third  of  the  take  from  their  store  shelves,  whether  they  took  the 
profits  as  dividends  (meaning  that  a  35%  corporate  tax  h 
already  been  paid)  or  as  salaries  (same  rate,  more  or  less).  Not 
bad  deal  for  society. 

The  problem  with  repealing  estate  and  dividend  taxes 
that  not  every  fortune  consists  of  a  business  with  a  high  t; 
bill.  Read  William  P.  Barrett's  story  on  page  60  about  tax  bu 
dens.  Some  people  are  in  a  position  to  accumulate  weali 
without  ever  cutting  the  government  in.  They  build  asse 
rather  than  net  income,  and  if  they  need  money  for  a  yacl" 
they  borrow  against  their  assets.  The  best  tax  shelter  ever  ii 
vented:  unrealized  appreciation.  It's  the  basis  of  some  gre 
fortunes  in  biotech,  the  Internet,  real  estate  and  mom 
management. 

So,  I'm  not  for  soaking  the  rich  in  general,  just  for  soa) 
ing  the  ones  who  aren't  paying  much  now.  Unfortunately 
don't  have  a  simple  formula  for  nailing  them. 
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new  driver:  $280 


new  hard  drive:  $102 


keeping  business  and  pleasure  separate  (at  least  on  your  credit  card):  priceless 


for  more  ways  the  MasterCard  BusinessCard®  can  help  keep  track  of 
small  business  expenses,  go  to  mastercardworking.com  or  call  l-866-MCWORKING. 
there  are  some  things  money  can't  buy.  for  everything  else  there's  MasterCard.8 
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ANATOMY    of  A    GENIUS 


THE  LOWER  EXTREMITY 


BODY  MOVEMENT.  RIDE  HEIGHT 
AND  WHEEL  MOVEMENT  SENSORS 
Constant  fins  of  data  to  and  from  central  processor 

•  instantly  adapt  both  to 
vow  di  icing  sft'/.-  and  changing  road  conditions. 


LIFT 
For  rougher  mads,  steep  ap* 

<md  deep  snow.  Lou  speed  only. 


COMFORT 

Fcr  a  smooth,  luxurious  ride. 

FOUR 

\     SUSPENSION 
AUTOMATIC        f      MOrjES 

Finds  best  possible  combination  of 

comfort  t.<nd  handling  based  on  speed. 

driver  style  and  road  conditions. 


DYNAMIC 
Stiff  est.  Um\  si.  sportiest,  most 

aerodynamic  setting.     | 


ssf 


AIR  STRUT 

replacing  •  .mventional springs  and : 
ahsorbtrs,  air  sMits  dramatically  m 
pitch  and  roll  associated  nrith  hard  braking 
and  cornering,  nhilt  also  allowing  for 
>  adynamic  efficiency  at  high  sp 


Fig.  21.  -  Adaptive  Air  Suspension,  lets  you  alter  the  ride  of  the  A8  L  to  individual  driving  styles  and  road  conditions 


The  Adaptive  Air  Suspensio,  resolves  the  conflicting  goals  of  nimble  handling  and  comfortable  ride.  Per 
most  sophisticated  suspensu  his  pioneering  technology  features  four  suspension  modes,  so  you  can 

the  ride  to  your  driving  style.  A  ... ,  mium  luxury  sedan  is  a  true  driver's  car,  and  a  stunning  em 

of  our  Never  Follow  philosophy  ],    The  world's  most  intelligently  designed  car 
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The  all-new  A8  L. 
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Mind  Games 

"In  Search  of  the  Buy  Button"  (Sept.  J,  p.  62) 
misses  the  big  picture.  The  concept  of  scien- 
tists using  MRIs  to  chart  the  firing  of  neurons 
in  new-style  focus  groups  looks  clever  but  isn't 
innovative.  It  is  a  desperate  and  misguided  plea 
for  help.  The  one  thing  you  can  rely  on  in  mar- 
ket research  is  that  consumers  will  say  one 
thing  and  do  another.  It's  why  new  products 
have  a  2%  success  rate.  This  is  marketing's 
dirty  little  secret — no  one  can  explain  in- 
creasingly irrational  consumer  behavior.  MRIs 
can't  explain  it,  either.  The  answers  the  neuroscientists  seek  in  brain  waves 
are  actually  rooted  in  the  real  moments  of  real  people's  everyday  lives.  But 
management  isn't  looking  there  yet. 

PAM  MURTAUGH 

President,  Pam  Murtaugh  &  Co. 

Madison,  Wis. 


"Greetings  From  the  Boonies" 

Concerning  "Surgery  in  the  Sticks" 
(Sept.  1,  p.  82),  Chief  Executive  Joseph 
Vumbacco  might  consider  better  man- 
agement controls,  or  else  HMA  Corp.  will 
end  up  like  other  hospital  chains — the 
target  of  takeovers  or  in  bankruptcy.  Since 
HMA's  purchase  of  Santa  Rosa  Medical 
Center  in  Milton,  Fla.,  they  have  lost  lead- 
ers in  general  surgery,  orthopedics  and 
OB-GYN,  cash  cow  generators  for  rural 
hospitals.  Competing  hospitals  are  build- 
ing satellite  clinics  to  lure  doctors  and  pa- 
tients to  their  facilities — all  at  the  expense 
of  HMA's  bottom  line.  The  dictum  HMA 
should  heed  is  that  if  it  takes  care  of  its 
doctors  and  patients,  its  success  will  be 
unlimited.  The  folks  "in  the  sticks"  know 
more  than  you  think. 

JOHN  M.  LEE,  M.D. 
President,  Santa  Rosa  Women's  Center 

Milton,  Fla. 

In  the  Name  of  the  Father 

Regarding  "The  Fall  of  the  House  of 

Gilman"  (Aug.  1 1,  p.  68),  I  feel  compelled 

to  correct  the  assertion  that  both  Chris 

and  Howard  Gilman  were  responsible  for 

the  "demise"  of  the  family's  fortune. 

Chris  was  passionate  about  the  paper 

business,  serving  as  a  director  of  the 

American  Paper  Institute  and  honored 

is  board  as  "Man  of  the  Year"  in  1979. 

as  an  effective  president  of  Gilman 


Paper  Co.,  running  a  paper  plant  with 
state-of-the-art  equipment  and  a  com- 
pany that  carried  little  debt.  During  his 
tenure  GPC  was  a  benchmark  in  the  in- 
dustry; foreign  paper  executives  often  vis- 
ited the  plant  in  St.  Marys,  Ga.,  hopinc 
to  emulate  the  success  of  Gilman's  oper- 
ation. Under  my  father's  guidance  the 
family  fortune  increased.  To  this  day  re- 
tired employees  of  GPC,  still  impressed 
by  his  enthusiasm,  relate  to  me  how  he 
used  to  show  up  at  the  mill  during  the 
graveyard  shift,  making  the  rounds  and 
greeting  the  line  workers  by  name.  Un- 
fortunately, in  1982  this  dedication  ant 
leadership  went  with  him  to  his  grave. 
CHARLES  EVAN  GILMAN  III 
Kingsland,  Ga 

The  Parent  Trap 

In  "No  Kidding"  (Fact  and  Comment 
July  21,  p.  19)  Steve  Forbes  endorses  a  gov- 
ernment subsidy  for  indebted  college 
graduates  who  become  parents.  The  prob 
lem  is  that  universities  and  colleges  are  in 
correctly  perceived  by  the  public  as  cost- 
driven  nonprofits.  Can  anyone  argue  witt 
a  straight  face  that  a  major  college  footbal 
program  is  not  a  commercial  enterprise 
Most  of  these  institutions  suffer  frorr 
bloated  administrative  staffs,  bureaucracy 
poor  cost  management  and  general  lack  o 
accountability  against  a  backdrop  of  so 
cialized  tuition  prices  that  defy  Econom 
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Sotheby's 


October  Auction  Highlights 


Important  Jewels 
Auction:  October  1 

The  Robert  Paul  Collection: 
An  Extraordinary  Private  Cellar 

Auction:  October  4 

Photographs 

Auction:  October  17 

Important  Watches,  Wristwatches  &  Clocks 
Auction:  October  17 

Decorative  Arts  from  the  Collection  of 
Carter  Burden 

Auction:  October  18 

English  Furniture  &  Decorations,  including 

Property  from  the  Dowager  Duchess  of  Bedford 

Auction:  October  20  &  21 

The  Bill  Blass  Collection 
Auction:  October  21  •  23 

Silver,  Russian  Works  of  Art  &  Objects  of  Vertu 

Auction:  October  23 

Important  French  &  Continental  Furniture 

including  Porcelain  &  Carpets 

Auction:  October  24 

19th  Century  European  Art 

Aucn  -  26 

19th  Century  Furniture  &  Decorative 
Works  of 
Auction'  Octobf ' 

Prints 
Auction.  Ociol 


Shown  above  A  Rare  Gold  Perpet .  i 
Wnstwatch  with  Register  Tachoi  h  d 

Philippe  &  Co..  Geneve.  No  8633:: 
Estimate  $150,000  •  200,000    To  be 
auction  of  Important  Watches,  Wrisi 


Sotheby's    72  &  York    Free  &  open  to 
Gallery  hours:  Mon  -  Sat  10  •  5,  Sun 
auction  &  exhibition  information    212  606    I 
catalogues  &  subscriptions    212  606.7350 
to  sign  up  for  email  notices  please  visit 
www.sothebys  com 
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ics  101.  These  problems  are  partly  caused  by 
the  many  subsidies  that  already  exist  for  ed- 
ucational expenses.  Cheap  money  breeds  tu- 
ition inflation;  another  subsidy  will  just  ag- 
gravate the  problem  and  will  enable  parallel 
price  increases  at  public  universities. 

ANDREW  GABRIEL 
South  Pasadena,  Calif. 

Resurrected 

I  was  disappointed  to  read  "Booby  Prize" 
(Sept.  15,  p.  182),  about  the  Van  Wagoner 
Emerging  Growth  Fund,  which  was  once 
an  investor  in  Comergent.  We  not  only  sur- 
vived the  economic  downturn  but  con- 
tinue to  thrive.  We  just  closed  our  fiscal  year 
with  product  sales  up  65%  over  the  previ- 
ous year.  New  customer  acquisition  is  up 
35%,  and  our  high  customer  satisfaction 
translates  into  nearly  90%  signing  on  for 
additional  software  projects.  These  metrics 
describe  a  growing,  vibrant  company. 

JEAN  KOVACS 

Chief  Executive,  Comergent  Technologies 

Redwood  City,  Calif. 

Professor  Who? 

Besides  promoting  me  from  hedge  fund 
manager  Cliff  Asness  to  "noted  University 
of  Chicago  Professor  Craig  Asness"  in  "Pro- 
fessors and  Markets"  (Sept.  1,  p.  126),  Ken- 
neth Fisher  disparages  an  approach  I  advo- 
cate for  forecasting  long-term  stock  returns. 
He's  "back-tested"  it  and  found  it  doesn't 
get  every  decade  right.  Nobody  would  claim 
it  works  all  the  time.  But  many  noted  re- 
searchers have  shown  that  when  stock  prices 
are  higher  versus  fundamentals,  as  they  are 
now,  future  long-term  returns  are  often 
lower.  This  common  sense  helps  explain  a 
fair  amount  of  historical  decade-by-decade 
stock  returns.  So,  we're  left  to  choose  be- 
tween a  tool  that  has  reasonable  (not  per- 
fect) power,  or  Fisher's  best  guess  that  the 
bubble's  coming  back.  I  know  what  Profes- 
sor Craig  Asness — a  good-looking  fellow,  I 


might  add- 


-is  betting  on. 


CLIFFORD  S.  ASNESS,  PH.D. 

Managing  Principal, 

AQR  Capital  Management 

New  York,  N.Y. 

Sound  and  the  Fury 

engineer  I  am  interested  in  the 
deal  achievement  of  point-focused 


sound,  described  in  "Now  Hear  This: 
(Sept.  15,  p.  122).  But  as  a  consumer  I  pre- 
diet  that  almost  as  soon  as  Coke  and  Wal 
Mart  implement  their  point-of-sale  audi 
ads,  the  public  will  come  to  regard  the: 
as  "audio  spam"  and  just  as  quickl' 
demand  they  be  removed. 

RONALD  R.  HORN 
Channelview,  Tex 

Head-Hunting 

With  regard  to  "Betting  on  Bernard1 
(Sept.  15,  p.  50),  Loral  Chief  Bernan 
Schwartz's  legacy  will  speak  for  itself.  As  a 
private  investor  who  has  listened  to  dozen! 
of  Loral  conference  calls  over  the  last  five; 
years,  I  was  incredulous  upon  reading,  '1 
don't  feel  guilty  or  sorrowful  about  anything 
we  did — or  didn't  do."  Aided  by  an  ineffecf 
tive  board  of  directors,  Schwartz  talked  a 
good  game  but  never  delivered.  He  bet  thi 
farm  on  risky  adventures  while  promising 
shareholders  he  would  never  put  the  parent 
Loral  in  jeopardy.  He  destroyed  his  employ- 
ees' retirement  plans,  bankrupted  two  com 
panies  in  less  than  two  years,  collected 
enormous  salary  and  lost  shareholders  bil- 
lions of  dollars,  all  the  while  insisting  that 
everything  was  going  according  to  plan.  The 
fact  that  he  or  any  bankruptcy  court  actu- 
ally believes  he  should  still  be  in  charge 
amazes  me. 

KEVIN  BURNM 
Westport.  Conn\ 

Beef  in  the  Breadbasket 

I  read  with  interest  about  Lake  Huron  irj 
"A  Great  Lake"  (Aug.  11,  p.  1 14),  until  th<  I 
comment  that  the  area  has  all  the  attracl 
tions  of  a  midwestern  resort  "without  th<| 
Midwesterners."  Such  biases  are  often  no 
deliberate  but  cultural.  The  cure?  It's  tim<  | 
FORBES  reporters  got  out  of  their  clois- 
tered newsroom  and  traveled.  Time  to  dc 
a  guest  issue  from  the  Midwest,  where  the] 
will  be  made  most  welcome:  a  midwest- 
ern trait,  that — welcoming  visitors.  Hop*  J 
to  see  you  all  soon. 

WILFRID  NIXOH 
Iowa  City,  lorn 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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A  Passion  to  Perform. 


j's  to  the  brilliant  idea.  And  to  those  who  recognize 
ower  -  and  its  rarity. 

leutsche  Bank  we  share  your  passion  for  'what  if, 
resh  perspective,  the  leap  forward. 

what  makes  us  one  of  the  world's  leading  financial 
tutions.  And  it's  why  the  most  demanding  clients 
e  US,  and  around  the  world,  trust  us  to  deliver, 

ling  deeper,  aiming  higher.  Delivering  Cutting-edge 
cing,  far-reaching  insights,  unique  solutions: 

'ou  ready? 

,deutsche-bank.< 


Deutsche  Bank 


:he  Bank  Securities  Inc..  a  subsidiary  of  Deutsche  Bank  AG,  conducts  investment  banking  and  securities  activities  in  th 


Richard  L.Kauffman,  Vice  Chairman  of  Institutional  Securities 


Assets  &  liabilities: 


A  mismatch  not  made  in  heaven. 


If  interest  rates  and  stock  market  returns 

remain  low  -  and  the  question  is  how  low  - 

there's  a  big  problem  looming  for  the  global  economy. 
Without  resorting  to  melodrama,  this  apparently  prosaic 
issue  could  represent  one  of  the  biggest  policy  challenges  of 
the  next  generation. 

The  Fed  and  other  central  banks  have  lowered  interest 
rates  to  encourage  consumers  to  spend  and  businesses  to 
invest  to  stimulate  the  economy.  But  we  must  look  at  the 
other  side  of  the  ledger:  as  rates  go  down,  the  value  of  fixed 
liabilities  goes  up.  For  some  years  now,  investors  have 
increased  their  debt  load  assuming  that  their  investment 
return's  would  provide  the  necessary  funds  to  repay  the  loans. 
Put  differently,  you  are  going  to  sleep  a  lot  easier  if  you  owe 
$10,000  in  ten  years  if  you  are  investing  your  money  at  10% 
than  if  you  are  earning  2%. 


<1  :w-  r 

The  combination  of  low  interest  rates  and  low  stock 
market  returns  creates  a  double  whammy:  the  degree  of 
liabilities  goes  up  and  the  value  of  assets  is  inadequate  to 
generate  enough  returns  to  service  the  liabilities.  Liabilities 
for  our  society  are  everywhere:  people  need  to  retire,  to  put 
their  children  through  school,  to  purchase  homes.  And  then 
there  are  the  liabilities  that  are  held  by  banks  and  insurance 
companies,  by  governments  and  by  individual  investors,  such 
as  margin  and  mortgage  debt. 

Bluntly  stated,  if  the  current  combination  of  low  interest 
rates  and  low  returns  continues,  there's  a  tidal  wave  of  asset- 
liability  mismatch  headed  our  way.  In  the  US,  many 
households  relied  on  401  (k)  stock  accounts  and  rising  home 
prices  as  a  source  of  savings  and  relied  on  these  savings  to 


take  on  increasing  amounts  of  debt.  Credit  card  debt  has 
tripled  in  the  last  decade,  now  amounting  to  over  15%  of 
household  income.  With  this  level  of  debt  and  a  reduction  in 
stock  prices,  it  is  no  wonder  that  observers  question  whether 
consumers  can  spend  the  economy  out  of  recession. 

How  to  get  out  of  the  asset-liability  "mismess"?  The 

best  answer,  of  course,  is  if  government  stimulus  succeeds 
and  returns  increase.  But  we  must  ask  the  question,  what  if 
such  medicine  fails  to  work?  There  are  other  answers,  some 
of  which  are  not  pretty:  Retire  later.  Or  aren't  people  entitled 
to  retire,  or  must  they  work  until  death?  Save  more.  In  the 


short  term,  increases  in  savings  will  come  from  reducing 
consumption  and  with  it  economic  growth.  But  will  we  be 
the  Depression  Generation  Redux  telling  our  grandchildren 
to  be  thrifty?  Or  greater  government  intervention.  If  markets 
don't  seem  to  work  and  individuals  can't  save  enough,  will 
government  enforce  savings?  And  how  will  that  be  funded? 

Asset-liability  mismatch.  It  is  a  prosaic  term.  But  it  could 
be  a  big  problem  you'll  be  hearing  more  about. 
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FACT  AND  COMMENT 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding" 


Fool's  Errand 


WORRIED  ABOUT  OUR  LOSS  OF  MANUFACTURING  JOBS,  TREA- 
sury  Secretary  John  Snow  recently  trudged  off  to  China  to  try 
to  get  Beijing  to  revalue  its  currency,  the  yuan.  The  idea  was  that 
this  would  make  China's  exports  more  expensive  and  our 
imports  to  China  cheaper,  thereby  improving  our  trade  balance 
and  preserving  jobs  at  home.  Mr.  Snow  came  back  empty- 
handed,  and  rightly  so  (as  a  face-saver,  the  Chinese  said  the  yuan 
would  "eventually"  trade  freely).  Currency  WBKFWRKKKKM 
manipulation  is  a  destructive  tool  that  more 
often  than  not  harms  all  parties. 

For  nearly  25  years  following  the  Second 
World  War,  for  example,  the  U.S.  repeatedly 
browbeat  Germany  to  revalue  the  deutsche 
mark  as  a  panacea  for  our  wobbly  dollar  and 
our  supposedly  harmful  international  trade 
deficit.  We  finally  got  our  wish  in  the  1 970s. 
The  dollar  plunged  in  value  against  the 
deutsche  mark.  But  the  deficit  remained, 
inflation  soared  and  our  economy  stagnated. 

America's  Treasury  boss  also  lectured  all  Asian  nations  on  the 
virtues  of  floating  exchange  rates.  "Let  the  markets  decide,"  he 
admonished  one  and  all,  treating  currencies  as  though  they  were 
products  like  wheat,  oil  or  automobiles.  He  can't  grasp  the  fact  that 
the  value  of  money  should  be  fixed,  in  the  same  manner  as  the 
intervals  of  time  are.  Time  doesn't  fluctuate — there  are  60  min- 
utes to  the  hour,  24  hours  to  the  day,  period.  But  following  John 
Snow's  logic — and  in  this,  he  has  all  too  many  companions  in  the 


Snow's  meeting  with  Premier  Wen  Jiabao 
was,  thankfully,  all  smiles,  no  substance. 


realms  of  academia,  government  and  business — we  should  add 
ten  minutes  to  the  hour  as  a  way  to  increase  worker  productivity. 
There  are  far  more  constructive  approaches  Washington  could 
take  with  China.  We  could  pressure  it  to  reduce  export  subsidies 
and  liberalize  capital  outflows.  China  has  an  export-tax  rebate 
averaging  around  15%  that  Beijing  should  either  cut  or  eliminate. 
Overall,  we  should  work  to  move  the  Chinese  away  from  the  idea 
that  the  way  to  develop  economically  is  by 
promoting  exports.  The  U.S.,  in  contrast, 
focused  on  internal  development  and 
rapidly  became  the  world's  major  economy. 
We  could  do  a  lot  to  make  ourselves 
more  competitive,  including  easing  taxes  on 
business;  at  the  moment  the  U.S.  has  one  of 
the  most  onerous  business  tax  systems 
among  the  major  industrialized  countries. 
Repealing  the  steel  tariffs  that  are,  on  a  net 
basis,  destroying  far  more  manufacturing 
jobs  than  they're  saving  would  also  help. 
Contrary  to  what  so  many  policymakers  and  their  alleged 
experts  believe,  volatile  exchange  rates  hamper  economic  growth. 
Just  think  of  Brazil,  Turkey  and  pre-Putin  Russia.  Countries  should 
be  encouraged  to  tie  their  currencies  to  the  dollar,  the  euro  or  gold 
so  that  people  can  focus  their  minds  and  resources  on  producing 
more  and  better  goods  and  services  instead  of  on  trying  to  construct 
ultimately  costly  hedges  to  protect  themselves  from  ever-changing 
exchange  rates.  Stability,  not  turbulence,  should  be  our  goal. 


Big  Bang  of  a  Book 


WHERE  IS  THE  LARGEST  ACTIVE  SUPERVOLCANO  IN  THE  WORLD 
today?  Yellowstone  National  Park.  Some  600,000  years  ago,  it 
erupted  and  left  an  ash  layer  10  feet  deep  as  far  as  1,000  miles 
away.  Geologists  figure  it's  due  for  another  big  explosion;  those 
steaming  waters  and  Old  Faithful-like  geysers  so  beloved  by 
tourists  are  anything  but  benign.  The  Park  has  had  as  many  as 
1 ,260  minor  earthquakes  in  a  year. 

Speaking  of  which,  what  is  the  most  overdue  earthquake  zone 
on  the  planet  today?  Wyoming's  not-far-away  Teton  Range.  Most 
residents  of  and  visitors  to  nearby  Jackson  Hole  haven't  a  clue  that 
the  Tetons'  geology  makes  that  area  ripe  for  a  big  earthquake 
on  an  average  of  every  900  years.  Uh-oh! — the  last  major  Teton 
quake  was  "somewhere  between  about  5,000  and  7,000  years  ago." 

Bill  Bryson's  masterpiece,  A  Short  History  of  Nearly  Every- 
thing (Broadway  Books,  $27.50),  brims  with  startling  facts.  It's  a 
remarkable,  lay-person  history  that  compellingly  takes  us  from 
the  beginning  of  the  universe  to  where  we  are  today.  A  few  years 


ago  Bryson  was  suddenly  hit  by  the  need  to  learn  answers  to  the 
most  basic  questions  of  how  it  all  happened.  So  he  dropped 
everything  and  plunged  into  "reading  books  and  journals  and 
finding  saintly,  patient  experts  prepared  to  answer  a  lot  of  out- 
standingly dumb  questions."  In  his  book,  Bryson  authoritatively 
covers  physics,  astronomy,  geology,  oceanography,  the  life  sci- 
ences— everything,  it  seems.  The  book  is  so  lively  because  it 
focuses  on  an  amazing  array  of  interesting  people,  such  as  Sir 
Isaac  Newton;  Henry  Cavendish  (who  in  1797  figured  out  how 
much  the  Earth  weighs);  Albert  Einstein;  John  Dalton;  Edwin 
Hubble;  J.B.S.  and  John  Scott  Haldane;  and  so  many  others  who 
made  breakthrough  discoveries  and  acquired  dazzling  insights. 
Science  attracts  more  than  its  share  of  brilliant  eccentrics.  New- 
ton stuck  a  large  needle  into  his  eye  socket  to  see  what  would  hap- 
pen. Cavendish  had  a  deep  phobia  about  being  near  people;  it  was 
understood  that  if  you  wished  to  talk  to  him,  you  wouldn't  get  too 
close  and  would  address  your  remarks  as  if  you  were  talking  to 


FORBES-   October  6,  2003      27 


FACT  AND  COMMENT 

someone  else.  Readers  share  in  the  excitement  of  these  individuals 
overcoming  obstacles  to  achieve  extraordinary  human  advances. 
Ofttimes  the  real  heroes  received  short  shrift  when  it  came  to 
credit  and  fame.  Bryson  wonderfully  rights  those  injustices. 

Through  the  book  we  come  to  appreciate  just  how  big  our 
galaxy — not  to  mention  the  universe — is,  while  understanding 
how  small  life's  essential  particles  and  agents  truly  are. 

Thanks  to  its  molten  center,  the  Earth 
remains  turbulent,  as  earthquakes,  volca- 
noes and  other  natural  disasters  continu- 
ally remind  us.  Paradoxically,  the  very 
forces  that  create  these  disruptions  make 
life  as  we  know  it  possible:  "Our  lively  inte- 
rior created  the  outgassing  that  helped  to 
build  an  atmosphere  and  provided  us  with 
the  magnetic  field  that  shields  us  from  cos- 
mic radiation.  It  also  gave  us  plate  tecton- 
ics, which  continuously  renews  and  rum- 
ples the  surface.  If  the  Earth  were  perfectly 
smooth,  it  would  be  covered  everywhere 
with  water  to  a  depth  of  4  kilometers.  There  might  be  life  in  that 
lonesome  ocean,  but  there  certainly  wouldn't  be  baseball."  Even  the 
barren  Moon  is  essential:  "Without  the  Moon's  steadying  influence, 
the  Earth  would  wobble  like  a  dying  top. . . .  The  Moon's  steady  grav- 
itational influence  keeps  the  Earth  spinning  at  the  right  speed  and 
angle  to  provide  the  sort  of  stability  necessary  for  the  long  and  suc- 
cessful development  of  life."  Alas,  the  Moon  is  moving  away  from 


Tourists  love  Yellowstone's  geysers,  not  realizing 
they  are  indicative  of  a  coming  volcanic  eruption  that 
could  someday  destroy  much  of  the  western  U.S. 


us,  and  in  about  2  billion  years  its  steadying  influence  will  be  gone. 
While  we  have  learned  a  lot,  we  still  know  very  little.  Asfor 
the  difficulty  of  learning  about  our  past,  just  recognize  how 
incomplete  the  fossil  record  really  is:  The  280  million  Americans 
alive  today  collectively  have  some  60  billion  bones  in  their  bod- 
ies. Of  those,  only  about  50  to  60  will  become  fossils. 

Those  who  think.the  Earth  has  been  fully  explored  should  think 
again — we  know  about  as  much  about 
our  oceans  as  explorers  did  about  the 
Earth's  land  surfaces  1,000  years  ago.  It 
wasn't  until  the  1970s,  for  example,  that 
we  discovered  deep-sea  vents  that  act  "like 
the  filters  in  a  fish  tank  As  water  is  taken 
down  into  the  crust,  salts  are  stripped 
from  it,  and  eventually  water  is  blown  out 
again  through  the  chimney  stacks.  The 
process  is  not  swift — it  can  take  up  to  10 
million  years  to  clean  an  ocean."  Or  "con- 
sider the  fabled  giant  squid  with  eyes  the 
size  of  soccer  balls  and  trailing  tentacles 
that  can  reach  lengths  of  60  feet. ...  No  person  as  far  as  we  know  has 
ever  seen  a  giant  squid  alive."  And  your  head  will  spin  and  perhaps 
your  stomach  turn  when  the  book  starts  discussing  bacteria.  (Here's 
one  factoid:  Even  if  you  clean  your  bed  pillowcase  repeatedly,  one- 
tenth  of  your  pillow's  weight  in  six  years  will  be  your  own  bacteria.) 
I  have  no  idea  how  Bryson  mastered  so  much  mind-boggling 
material  so  quickly,  but  he's  put  together  one  heck  of  a  book. 


Making  Money  Pay 


A  SERIES  OF  SINGAPORE'S  $100  BILLS  BEAR  THE 
image  of  a  Singapore  Airlines  aircraft  instead  of  the 
customary  dead  statesman,  poet,  grand  building  or 
bucolic  scene.  You  know  this  city-state  means  busi- 
ness. No  wonder  its  economy  customarily  outper- 
forms those  of  most  of  its  Pacific  Rim  neighbors.     *« 

Which  leads  to  a  thought.  Now  that  our  gov- 
ernment has  degraded  our  paper  currency  by  mak- 
ing it  look  like  play-money,  why  not  go  all  the  way 
and  sell  the  backs  of  our  various  notes  to  corporate 
sponsors?  Just  as  we  have  the  Staples  Center  or  Bank  One  Ballpark,^5 


# 


how  about  Bill  Gates  and  Microsoft  on  the  back  of  j 
Alexander  Hamilton  ($10  bill)  or  The  Lincoln 
National  Life  Insurance  Co.  on  the  reverse  side  of  | 
Abe  Lincoln  ($5)  or  Franklin  Templeton  Invest- 
ments backing  up  Ben  Franklin  ($100)?  Sponsor- 
ships could  be  put  out  to  bid  every  few  years,  and 
we  could  use  the  funds  to  reduce  taxes.  This  would  I 
delight  sponsors,  because  it  would  mean  their  I 
names  and  logos  would  be  more  in  circulation. 
I  am  only  kidding,  but  not  by  much — until 
we  get  a  currency  that  once  again  looks  like  real  money. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Brasserie  Les  Halles— 41 1  Park  Ave.,  between  28th  and  29th 
streets  (Tel.:  212-679-4111).  This  place  reminds  you  of  how 
much  fun  an  eatery  can  be.  Wondei  ful  escargots  and  salads;  ter- 
rific steak  frites  and  pheasant.  Comp.  tensive,  honest  wine  list. 
Petaluma-1356  First  Ave.,  at  73rd  St.  (Tel.:  212-772-8800). 
Spacious,  airy  restaurant  that  atti  a  largely  neighborhood 
crowd.  Well-known  for  the  tasty  fri.  (  dive  tidbits  that  appear 
on  the  table  as  you  read  the  menu.  But  the  rest  of  the  6  kn  is  a 
problem.  Everything  is  very  ordinary;  the  swordtish  is  too  dry; 
the  prosciutto  and  figs,  tired;  and  the  desserts,  fai   cm  >  sweet. 


•  industry  (food)-509  East  6th  St.  (Tel:  212-777-5920).  Super- 
hip  and  happening,  this  place  also  manages  to  offer  absolutely 
first-rate  food.  Memorable:  lobster  bruschetta,  perfect  roast 
chicken  and  scrumptious  desserts.  All  presented  beautifully. 

•  Yujin-24  East  12th  St.  (Tel:  212-924-4283).  Perfect  spot  for  an 
unusual  lunch.  All  three  courses  of  the  prix  fixe  are  delicious. 
Shrimp  dumplings  in  a  rich  and  slightly  spicy  broth;  miso-glazed 
salmon  with  assorted  baby  vegetables  and  broccoli  rabe  on  a 
banana  leaf,  and  exotic-flavored  ice  creams  and  sorbets.  The  delec- 
table sushi  is  fresh  and  expertly  rolled  with  moist  rice.  F 
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REDEMPTION       DEFINED: 


rraveling  beyond  the  borders 
of  your  imagination. 


Your  dream  destination  awaits.  Starwood  Preferred  Guest*  offers  you  750  hotels  and  resorts 
worldwide.  Redeem  your  Starpoints""'  instantly  and  enjoy  no  blackout  dates — ever. 

BECOME    A   STARWOOD     PREFERRED     GUESTATSPG.COM 
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Westin         Sheraton        FourPoints        St.  Regis       Luxury  Collection        hotels 

Sheraton 

VOTED    BEST   FREQUENT   GUEST   PROGRAM    4   YEARS    IN   A    ROW   —    FREDDIE   AWARDS    1999-2002 
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We  go  places  for  you  tfoat 

or  making  sure  you  have  a  speo'a\blen 
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board,,  we'll  go  out  of  our  way  to  make  your  preferences  our  priority.  It's  al 
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ner-focused  service  commitment.  Because  at  F!igm,;0ptions,  when  you  become  a  fractional 
ter,  we  treat  you  like  one.  Find  out  more  by  calling  8^,7-703-2348  or  visiting  our  Web  site. 


OTHER  COMMENTS 


Ym  opposed  to  millionaires,  but  it  would  be  dangerous  to  offer  me  the  position. 

—MARK  TWAIN 


Blame  uailie  Scapegoating  China  for  job  loss  in  American 
manufacturing  divert[s]  attention  from  policies  that  would  actu- 
ally help  U.S.  workers.  First,  President  Bush  proposed  Personal 
Re-employment  Accounts,  which  would  provide  substantial 
funds  to  unemployed  workers  to  defray  costs  of  training  or  find- 
ing a  new  job.  Second,  his  proposal  to  use  tax  subsidies  to  encour- 
age private  health  insurance — a  pilot  for  which  was  enacted  in  the 
recent  Trade  Adjustment  Assistance  Act — offers  support  for  indi- 
viduals adversely  affected  by  trade  dislocations.  Third,  repealing 
the  steel  tariffs  would  provide  a  boost  (three  manufacturing  jobs 
were  lost  for  each  one  protected  in  the  steel  industry).  While  these 
steps  are  not  as  powerful  as  the  positive  effects  of  tax  cuts  in  the 
pipeline,  they  are  constructive.  There  is  no  "silver  bullet"  to 
reduce  the  job  losses  in  American  manufacturing:  Fashioning 
Chinese  currency  revaluation  as  one  risks  both  unwelcome  inter- 
national consequences  and  failure  to  take  helpful  steps  at  home. 
— R.  GLENN  HUBBARD,  professor  of  finance, 
Columbia  University,  Wall  Street  Journal 

Penny  for  Your  Thoughts?  a  new  study  by  Michael 

Podgursky,  chairman  of  the  University  of  Missouri's  economics 
department,  suggests  that  when  pay  is  computed  on  an  hourly 
basis,  teaching  is  among  the  highest-paid  professions.  In  the  2000- 
01  school  year,  the  average  teacher  made  $43,250.  By  comparison, 
midlevel  accountants  earned  an  average  of  $52,664  and  lawyers, 
$82,712.  To  Podgursky,  those  comparisons  are  misleading  because 
teachers  generally  have  shorter  workdays.  And  typically  they  are  on 
the  job  less  than  190  days  a  year — or  about  30%  fewer  days  than 
an  accountant  or  lawyer,  even  after  vacation,  paid  holidays  and 
personal  leave  are  taken  into  account.  Using  Bureau  of  Labor  Sta- 
tistics data,  Podgursky  concluded  that  elementary  school  teachers 


"This  fundamentally  changes  everything        ';now  about  elephants!" 


made  about  $30  an  hour  in  2001,  about  the  same  amount  as  engi- 
neers, architects  and  surveyors  in  the  private  sector  and  more  than 
computer  programmers,  accountants  and  auditors.  Some  teach- 
ers also  enjoy  fringe  benefits  superior  to  those  in  the  private  sector. 
Under  Missouri's  pension  system,  for  example,  teachers  with  30 
years  of  service  can  retire  at  55  with  84%  of  their  annual  salary. 
— Children  First  America's  A  Voice  for  Choice 

1  alk  IS  v>heap  Liberal  big  government  do-gooders  are  in 
many  ways  the  ultimate  hypocrites:  To  advance  social  justice 
they  demand  sacrifices  of  others  that  they  will  not  make  volun 
tarily  themselves.  For  example,  Warren  Buffett  recently  and 
sanctimoniously  wrote  that  he  opposes  the  Bush  tax  cut  and  that 
rich  people  like  him  don't  need  a  tax  cut.  But  when  he  was  asked 
whether  he  would  turn  over  the  millions  of  dollars  that  will  be 
returned  to  him  from  the  Bush  tax  cut,  he  was  deafeningly  quiet. 
—STEPHEN  MOORE,  Cato  Institute,  Washington  Times 

At  ISSUe  Izzue,  a  Hong  Kong-based  fashion  chain  targeting 
youngsters,  grudgingly  began  withdrawing  its  Nazi-themed 
autumn  collection  on  Aug.  12  after  the  merchandise  triggered  a 
flurry  of  complaints.  In  early  August,  izzue  festooned  its  shops 
with  flags  of  the  Third  Reich,  projected  film  clips  of  Adolf  Hider 
on  shop  walls  and  began  selling  clothes  emblazoned  with 
swastikas  and  other  insignia  worn  by  the  SS.  Some  shoppers, 
along  with  Israeli  and  German  diplomats,  expressed  outrage.  The 
company  said  it  was  bewildered  by  the  reaction.  "It's  not  promot- 
ing or  saluting  Nazis  or  anything  else,"  says  [a  company  spokes 
woman].  "It's  just  a  military  theme  we  want  to  project."  "Of 
course  the  boss  is  unhappy  about  having  to  recall  the  clothes,  but 
I  don't  think  the  creative  people  should  be  blamed  very  harshly 
because  they  didn't  know  it  was  wrong  in  the  first  place,"  she  says. 

— Far  Eastern  Economic  Review 

It's  a  Small  World  There  is  no  point  in  trying  to  hide 
from  your  bacteria,  for  they  are  on  and  around  you  always,  in 
numbers  you  can't  conceive.  If  you  are  in  good  health  and  aver- 
agely  diligent  about  hygiene,  you  will  have  a  herd  of  about  1  tril- 
lion bacteria  grazing  on  your  fleshy  plains.  They  are  there  to 
dine  off  the  10  billion  or  so  flakes  of  skin  you  shed  every  day, 
plus  all  the  tasty  oils  and  fortifying  minerals  that  seep  out  from 
every  pore  and  fissure.  You  are  for  them  the  ultimate  food  court. 
By  way  of  thanks,  they  give  you  B.O. 

—BILL  BRYSON,  A  Short  History  of  Nearly  Everything 

Money  True,  you  can't  take  it  with  you,  but  then  that's  not 
the  place  where  it  comes  in  so  handy. 

—BRENDAN  FRANCIS     F 
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Honeywell  wanted  to  lower  operational  co  o 
multi-function  technology  to  consolidate  ass<  i 
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iURRENT  EVENTS 

Y  Paul  Johnson 


Europe/s  Utopian  Hangover 


•it  THING  HISTORY  TEACHES,  OVER  AND  OVER  AGAIN,  IS  THAT 
ere  are  no  shortcuts.  Human  societies  advance  the  hard  way; 
ere  is  no  alternative.  Communism  promised  Utopia  on  Earth. 
iter  three-quarters  of  a  century  of  unparalleled  sufferings,  the 
'viet  Union  collapsed  in  privation  and  misery,  leaving  massive 
issia  with  an  economy  no  bigger  than  tiny  Holland's.  We  are 
>w  watching  the  spectacle  of  another  experiment  in  hedonism, 
e  European  Union,  as  it  learns  the  grim  facts  of  life. 

The  EU  is  built  on  a  fantasy — that  men  and  women  can  do 
is  and  less  work,  have  longer  and  longer  holidays  and  retire  at  an 
rlier  age,  while  having  their  income,  in  real  terms,  and  their  stan- 
ird  of  living  increase.  And  this  miracle  is  to  be  brought  about  by 
e  enlightened  bureaucratic  regulation  of  every  aspect  of  life. 

The  EU  is  a  French  concept  and  is  still  largely  run  according  to 
ench  ideas.  And  France  is  the  archetypal  EU  country.  If  you  have 
■egular  job  in  France,  your  life  is,  in  theory,  lyrical.  You  work  35 
iurs  a  week  You  generally  get  four  weeks  of  holiday  in  August,  plus 
urther  three  weeks  throughout  the  year,  in  addition  to  1 1  state 
lidays.  Full  medical  care  is  provided,  even  in  retirement.  Retire- 
ent  age  varies,  but  it  is  now  typically  55.  Pensions  may  be  two- 
irds  to  three-quarters  of  a  person's  salary  at  the  time  of  retirement. 

arnished  Image 

1  this  is  wonderful,  but  it  is  dependent,  even  in  theory,  on  the 
iropean  Union's  expanding  continuously,  its  economy  run- 
ng  at  full  throttle,  its  productivity  steadily  increasing  and  a 
ofound  peace  cocooning  the  world  in  a  nest  of  luxurious 
mquility.  But  in  the  real  world,  things  are  different.  The  EU 
s  discovered,  since  the  autumn  of  2001,  that  it  has  little  ability 
determine  events  because  its  armed  forces  are  small,  under- 
nded,  obsolete  and  ill-trained.  Apart  from  making  trouble  at 
e  UN,  France  and  Germany — those  two  former  military 
ints  that  once  made  the  world  tremble — have  been  mere  spec- 
:ors.  Now  France,  followed  by  a  still  more  reluctant  Germany, 
being  obliged  to  take  defense  seriously  for  the  first  time  in 
any  years,  thus  upsetting  all  its  budget  calculations. 

France  received  a  shock  this  summer,  when  more  than  10,000  of 
elderly  citizens  died  in  distress  during  a  heat  wave — some  while 
pposedly  under  medical  care  in  hospitals.  Thanks  to  the  35-hour 
)rkweek  and  the  long  August  holiday,  these  institutions  were 
ort-staffed.  The  families  of  those  who  died  were  on  holiday,  too. 

Yet  another  shock — and  at  the  same  time — the  French  govern- 
ent  discovered  that  its  unemployment-benefit  plan  for  part-time 
)rkers  in  the  entertainment  industry,  though  generous,  was 


underfunded  and  in  danger  of  imminent  collapse.  The  govern- 
ment suddenly  decided  to  cut  the  benefits  radically.  As  a  result,  the 
workers  went  on  strike,  and  virtually  all  the  great  cultural  festivals 
that  are  the  pride  of  France's  tourist  industry  had  to  be  canceled. 

Reality  Bites 

These  are  all  symptoms  of  a  painful  disease,  a  continental  depres- 
sion born  of  the  realization  that  EU  prosperity  is  a  house  built 
upon  sand.  While  the  American  economy  is  picking  up,  the  EU's 
remains  in  stagnation,  bordering  on  recession.  The  35-hour 
workweek  is  splendid,  provided  you  have  a  job.  But  what  of  the 
growing  millions  who  are  out  of  work  and  whose  social  security 
payments  are  now  threatened  with  reduction  or  cut-off  dates? 
Unemployment,  already  high,  is  rising  in  France  and  Germany. 

In  virtually  every  industry  there  are  plans  to  shrink  the  work 
force.  People  have  become  too  expensive,  especially  in  France  and 
Germany,  where  social  security  payments  cost  an  employer  almost 
as  much  as  wages.  In  a  desperate  attempt  to  get  its  economy  moving, 
France  is  set  to  cut  income  taxes,  though  this  will  raise  its  deficit  to  a 
level  strictly  forbidden  by  the  rules  governing  the  common  Euro- 
pean currency  (the  euro).  France  thus  risks  having  enormous  fines 
levied  against  it  or,  more  likely,  a  collapse  in  confidence  in  the  euro. 

The  truth  is  that  the  EU  has  been  living  beyond  its  means,  and 
its  bills  are  coming  due.  The  biggest  bill  of  all — the  cost  of  generous 
state  pensions,  which  in  most  EU  countries  are  underfunded — is 
looming.  It's  true  that  most  advanced  countries  are  having  difficul- 
ties meeting  pensions  because  people  are  living  longer  and  work 
forces  are  expanding  more  slowly  (or  not  at  all).  Britain  is  running 
into  a  pension  crisis.  Most  of  those  who  banked  on  a  healthy  pri- 
vate pension  for  their  old  age  are  going  to  be  disappointed,  partly 
because  returns  on  investments  are  so  low  and  partly  because  the 
Labour  finance  minister,  Gordon  Brown,  has  been  raiding  the  till 
by  abolishing  tax-free  pension  dividends.  This  is  the  issue  that  will 
lose  Tony  Blair  the  next  election,  as  the  pain  of  Labour's  "pension 
raid"  is  felt.  But  at  least  Britain  has  a  properly  funded  public  pen- 
sion plan.  And  the  British  economy  is  moving  forward,  perhaps 
not  as  fast  as  America's,  but  at  a  healthy  and  accelerating  rate. 

The  omens  for  continental  Europe,  however,  are  sinister.  The 
entire  plan  for  perpetual  improvement  upon  which  the  EU  depends 
is  based  on  continuous  economic  expansion.  There  is  no  provision 
for  stagnation.  As  we  see  in  Japan,  once  stagnation  sets  in,  it  can  last 
many  years.  Americans  should  count  their  blessings,  above  all  the 
supreme  blessing  of  having  an  economy  that  is  run  by  businessmen 
not  bureaucrats,  or  that — under  wise  governance — runs  itself.     F 


Forbes 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the 
Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing  this  column.  To  see 
past  Current  Events  columns,  visit  our  Web  site  afwww.forbes.com/currentevents. 
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SECURITY  SERVICE 
GUARANTEE  PROTECTION? 

IT  SHOULD. 


ged  Protection  Services.  After  all,  not  all  managed 
Dnly  Internet  Security  Systems'  X-Force  Managed  Protection 
bn  beyond  the  mere  management  of  security  devices.  We 
ete  protection,  we  put  our  money  where  our  mouth  is, 
it  things  -  like  your  business.  For  more  information,  call 
/iss-forbes. 
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1IG1TAL  RULES 


y  Rich  Karlgaard,  publisher 
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Where  To  Get  Rich 


HAT  DO  THESE  TOWNS  HAVE  IN  COMMON:  ALBUQUERQUE, 
ustin,  Bentonville,  Dayton,  Denver,  Omaha,  Racine  and 
acoma?  They  are  the  birthplaces  of  firms  that  created  17  of  the 
>p  23  personal  fortunes  in  this  year's  FORBES  400  list. 

Microsoft  started  life  as  Micro-Soft  in  Albuquerque,  N.M.  in 
175.  Michael  Dell's  side  business  overran  his  dorm  room  at  the 
Diversity  of  Texas,  but  he  stayed  in  Austin.  The  world  knows  about 
ny  Bentonville,  Ark.  and  mighty  Wal-Mart.  Everybody  also  knows 
/arren  Buffett's  hometown,  Omaha,  Nebr.,  as  the  place  he  re- 
uned  to  in  the  1950s  (from  New  York)  to  start  his  first  investment 
ind  out  of  a  spare  bedroom.  You  probably  didn't  know  that 
lox  Communications  began  life  in  Dayton,  Ohio  in  1922.  Or 
»at  Charlie  Ergen  started  EchoStar  in  a  Denver,  Colo,  suburb. 
»r  that  Racine,  Wis.  boasts  SC  Johnson  and  that  Tacoma,  Wash, 
ys  claim  to  where,  in  1911,  Frank  and  Ethel  Mars  began  mak- 
ig  buttercream  candy  and  later  chocolate  out  of  their  kitchen. 

There  is  a  funny  American  myth  that  you  have  to  go  to  big 
aces  such  as  New  York  or  California  to  make  your  fame  and 
>rtune.  Maybe  fame.  But  fortune,  as  this  year's  FORBES  400 
lows,  is  more  often  found  off  the  beaten  track. 

Best  place  to  make  a  future  FORBES  400  fortune?  Start  with  this 
reposition:  The  most  valuable  natural  resource  in  the  21st  century 
brains.  Smart  people  tend  to  be  mobile.  Watch  where  they  go! 
pause  where  they  go,  robust  economic  activity  will  follow. 

If  you  agree,  then  put  your  chips  on  cities  that:  a)  attract 
nart  people;  and  b)  are  low-cost  enough  to  incubate  a  business 
)  it  won't  need  much  outside  capital,  which  is  dilutive  to  wealth 
uilding.  In  other  words,  look  for  cities  with  these  attributes: 
Universities.  Especially  those  with  strong  science  and  engineer- 
ig  departments.  Modern  innovation  springs  from  a  deep 
nderstanding  of  physics,  electronics,  math,  chemistry  and  biol- 
5y— not  Proust.  Business  schools  and  law  schools  are  nice,  too, 
ut  are  of  ancillary  importance.  There  is  an  interesting  twist  to 
lis.  In  the  old  days  a  state's  flagship  university,  with  its  law  and 
oeral  arts  schools  and  alumni  networks,  carried  a  higher  pres- 
ge  than  the  ag  or  tech  school.  A  degree  from  the  University  of 
wa  hoisted  you  further  up  the  Des  Moines  business  and  social 
dders  than  a  degree  from  Iowa  State  University.  But  this  peck- 
ig  order  could  reverse  itself  in  the  21st  century.  The  Iowa  States 
f  the  world  are  more  adept  at  creating  scientists,  engineers, 
atents  and  R&D  grants — the  seed  corn  of  wealth. 
Stellar  K-12  education.  Very  simple  proposition  here.  Smart 
:ople  want  smart  kids.  They  demand  a  strong,  education  for 
leir  children.  One  way  or  another  (public  school  or  private), 
ley  will  seek  it  out. 

Capital  for  experimentation.  This  is  an  underrated  factor.  The 
resence  of  local  funds  for  research  and  development  is  a  dis- 


tinct advantage.  It  doesn't  seem  to  matter  if  the  R&D  money  is 
corporate,  government  or  military.  R&D  attracts  smart  people 
and  out-of-the-box  thinkers. 

•  Capital  for  business  risk.  Necessary  but  overrated.  Conventional 
wisdom  says  you  need  lots  of  local  venture  capital  to  nourish 
startups.  A  look  at  the  FORBES  400  says  otherwise.  The  best 
entrepreneurs  bootstrap  and  only  much  later  take  outside  money. 

•  Low  taxes  and  light  regulations.  These  continue  to  matter,  espe- 
cially along  borders.  The  classic  story  of  the  1980s  is  Gateway.  It 
was  founded  in  1985  by  a  young  man  from  a  farm  near  Sioux 
City,  Iowa.  Ted  Waitt  had  the  idea  of  selling  personal  computers 
by  mail.  Waitt  staffed  his  company  with  family  and  friends  from 
Sioux  City.  Gateway,  along  with  Dell,  convinced  Americans  that 
buying  PCs  through  the  mail  or  over  the  phone — and  later  on 
the  Internet — was  a  good  idea.  Gateway  grew  to  be  a  multibil- 
lion-dollar  business  and  Ted  Waitt,  a  billionaire  (at  least  for  a 
time).  Gateway  was  as  much  of  an  Iowa  success  story  as  any  true 
Hawkeye  could  hope  for,  with  one  itty-bitty  problem.  Shortly 
after  its  founding,  Gateway  sneaked  across  the  Big  Sioux  River 
into  North  Sioux  City,  South  Dakota,  which  has  no  corporate  or 
personal  income  taxes.  (Gateway  moved  its  headquarters  to  Cal- 
ifornia in  1998  and  promptly  began  losing  ground  to  Dell.) 

•  Love  of  creative  mess.  Central  planning  always  fails,  whether  in 
Cuba  or  in  American  cities.  You  simply  can't  plan  your  way  to 
greatness.  What  cities  can  do  is  create  the  conditions  for  success.  I 
always  advise  cities  to  forget  million-dollar  bets  on  a  single  indus- 
try— biotech  is  hot  now — and  instead  make  hundreds  of  $10,000 
bets  on  bright  entrepreneurs  who  need  cheap  rent  and  a  pat  on 
the  back.  Why  not  Wi-Fi  up  the  downtown  so  that  entrepreneurs 
can  sit  in  coffee  shops  and  surf  the  Net?  Why  not  lighten  the  reg- 
ulatory load  for  startups?  Why  not  run  business  plan  contests, 
open  to  everybody  in  town,  regardless  of  age  or  pedigree,  with 
$5,000  prizes? 

•  Inclusive  optimism.  Left-wing  cities  such  as  Berkeley,  Calif,  tend 
to  be  pessimistic.  Stay  away.  I  also  know  a  few  conservative  cities 
that  claim  to  be  "business  friendly"  but,  in  fact,  are  closed  clubs. 
The  best  places  welcome  outsiders. 

•  Respect  for  the  risk-taker.  Here's  a  test.  You  gather  200  friends 
and  acquaintances  in  a  room — the  sort  of  people  who  attended 
your  wedding  or  might  attend  your  funeral — and  you  clink  a 
glass.  The  room  goes  silent.  You  announce:  "I've  just  quit  my 
job!  I'm  starting  a  company!"  Watch  the  immediate  reaction.  In 
some  communities,  people  will  burst  into  applause.  In  others, 
people  will  stare  at  their  shoelaces,  check  their  watches  and  go 
home.  Thriving  communities  applaud  the  bold  risk-taker.       F 


T^Yvfllf3'^  I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
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or  e-mail  him  at  publisher@forbes.com. 
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Not  the  Master  of  His  Own  Domain 


Wrong 
plaintiff? 
Ronald 
Lauder. 


Estee  Lauder,  the  cosmetics  firm  co-owned  b 
Forbes  400  member  Ronald  Lauder  (se 
p.  206),  has  no  right  to  the  Internet  domai 
names  ronaldlauder.com  or  ronaldlauder.orj 
The  World  Intellectual  Property  Organizatio 
ruled  the  addresses,  registered  in  2002  by  one  Je 
remy  Stamper  of  Seattle,  were  "not  confusingl 
similar"  to  the  Estee  Lauder  trademark.  Laude 
had  hired  a  big-name  law  firm,  but  Stamper  wo 
without  even  responding.    — William  P.  Barre, 

Kohler  Family  Agrees:  A  Toilet  Is  Truly  a  Throne 

The  Forbes  400  list  heirs  of  Wisconsin  plumbing- fixtures  magnate  Frederic  C.  Kohle: 
who  died  in  1998,  are  disputing  an  Internal  Revenue  Service  claim  that  the  estate  own 
another  $64  million  in  taxes  and  penalties.  The  IRS  valued  Kohler's  taxable  estate 
mostly  a  13%  stake  in  Wisconsin-based  Kohler  Co.,  at  $152  million;  the  heirs,  at  $5 
million.  The  estate  admits  that  small-firm  holdings  held  by  nonfamily  members  wer 
sold  for  very  high  prices — as  much  as  $134,000  a  share,  nearly  triple  the  $48,000  figur 
used  by  Kohler  valuation  experts.  But  in  a  recent  U.S.  Tax  Court  lawsuit  the  family  (se 
p.  222)  contends  that  was  due  to  a  "glamour  factor"  that  government  tax  auditor 
should  simply  ignore. 

— Janet  Novack  and  W.P.B. 


Four  Days  at  $32  Million  Per 

Just  four  days  before  her  death  in  1995,  Barbara 
Fasken,  widow  of  Midland,  Tex  1982  rich  lister 
David  Fasken,  transferred  to  a  family  limited 
partnership  some  liquid  assets  worth,  by  her 
estate's  reckoning,  $498  million  after  discounts 
for  lack  of  control  and  marketability.  Calling 
this  a  sham,  the  IRS  sought  estate  taxes  on  a 
value  of  $762  million.  The  opponents  just  set- 
tled, fixing  the  midnight  transfer  value  at  $634 
million — 27%  above  the  family's  revised 
calculation  but  1 7%  off  the  IRS  claim.    —J.N. 


Gatescrasher 

Nonprofit  organizations  have  been  warn 
about  a  scam  involving  someone  identifyi 
herself  as  from  the  Bill  &  Melinda  Gat 
Foundation.  Via  e-mail,  she  says  she  has  a 
grant— and  all  that's  needed  to  issue  the 
funds  is  complete  financial  in- 
formation such  as  tax  identi' 
cation  numbers.  No  firm  woi 
on  whether  anyone  actuall 
-as  been  taken.  With  $24  bi1 
lion  in  assets,  the  Seattle-base 
charity  is  by  far  the  country's  large: 
foundation.  —J.N.  and  W.P.l 


Old  Money,  New  Problems 


Early  20th-century  fortunes  spawned  some  very  large  charitable  institutions.  But  they 
haven't  exactly  been  immune  to  the  recent  woes  of  the  financial  markets. 

FOUNDATION               CREATED  ASSETS1 

Carnegie  Corp.  of  New  York  1911  $1,628 

Duke  Endowment  1924  2,085 

Ford  Foundation  1936  9,300 

John  A.  Hartford  Foundation    1929  489 

W.K.  Kellogg  Foundation  1930  5,530 

Kresge  Foundation  1924  2,164 

Henry  Luce  Foundation  1936  696 

Rockefeller  Foundation  1913  2,679 

Alfred  P.  Sloan  Foundation  1934  1,171 

I  year  ended  2002,  in  millions  of  dollars.  Sources:  Annual  reports;  IRS  Form  990. 
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It's  no  fairy  tale. 

Your  employees  really  can 
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The  Tooth  Fairy 

ADA  member  since  1859 


Chances  are,  your  employees  already  have  dentists  they  like.  Luckily  with  Direct  Reimbursement 
(OR),  they  can  visit  any  dentist  they  want,  including  their  current  one.  They'll  also  enjoy  the        ™ 
simplicity  of  being  reimbursed  directly  by  dollars  spent,  not  by  type  of  treatment  received.  And  you'll 
like  how  simple  OR  is  to  administer,  whether  on  your  own  or  through  a  third-party  administrator. 
A  cost-effective  dental  plan  that  can  improve  employee  satisfaction.  Imagine  that. 
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>  POINT-COUNTERPOINT  < 


Jeanne  Capachin 


CREATING  THE  ENTERPRISE 
BPO  PAYMENT  UTILITY 

The  Good,  the  Bad  &  the  Inevitable 


vmsn 


Robert  Hunt 


The  banking  industry  is  in  the  throes  of  a  major  transformation,  fed  by  expanding  electronic  payment  option 
declining  check  volumes  and  the  expected  passage  this  year  of  the  digital  imaging-friendly  Check  Clearing  for  tr 
21st  Century  Act,  known  as  Check  21. 

Many  major  banks  and  lending  institutions  are  already  addressing  this  new  reality  with  outsourced  payments  and  new  elel 
tronic  payment-processing  methods.  But  could  they  benefit  further  by  teaming  with  a  knowledgeable  third  party  in  a  larg 
regional  approach?  In  this  point-counterpoint,  two  leading  experts  discuss  the  likely  scenarios,  opportunities  and  pitfalls. 

Jeanne  Capachin  is  research  director  at  Financial  Insights,  where      processing;  others  may  want  to  outsource  only  part  of  it. 


she  focuses  on  corporate  banking  and  business-to-business 
payments. 

Robert  Hunt  is  a  senior  analyst  specializing  in  core  banking  and 
transaction  processing  technology  for  TowerGroup,  the  leading 
research  and  consulting  firm  focused  exclusively  on  the  global 
financial  services  industry. 

JC:  The  check-processing  business  is  in  a  crisis,  Bob.  There's 
uncertainty  about  which  payment  options  will  increase  market 
share  and  which  will  stagnate.  Yet  institutions  need  to  make 
investments  now  to  enable  their  check-processing  environment 
to  transform  over  time.  Those  who  don't  have  the  stomach  to 
make  internal  investments  will  look  to  outsourcing  or  forming  a 
consortium  with  other  institutions,  where  the  costs  are  much 
more  predictable. 

RH:  I  don't  view  this  as  a  crisis,  but  rather  as  an  opportunity.  The 
problem  is  that  check  volume  is  declining  at  a  time  when  banks 
need  to  reinvest  in  their  processing  infrastructure.  Many  banks  are 
realizing  that  outsourcing  some  or  all  of  their  check  processing  will 
improve  operating  efficiency.  The  use  of  outsourcing  or  a  pro- 
cessing consortium  will  allow  banks  to  reengineer  their  process- 
ing, particularly  as  check  volume  continues  to  decline,  while  avoid- 
ing a  considerable  portion  of  the  related  capital  costs. 

Institutions  need  to  make  investments  now 
to  enable  their  check-processing  environ- 
ment tO  transform  Over  time.  —Jeanne  Capachin 

JC:  Qnks  are  looking  at  right  now  is  simple  check  pro- 
cess nse  where  large  financial  institutions  gather 
to  bene'  '  fect  and  share  IT  investments.  But 
that''  mks  haven't  always  been  successful 
at  coc .  what  is  the  utility  and  what 
isn't;  what's  i  it  can  be  outsourced. 

RH:  This  diff i(  party  facilitator,  which 

needs  to  be  i  i  ;nks  to  select  services 

from  a  menu  tr  at  li  .v  always  did,  but  with 

some  modify           Some  banks  i1  to  outsource  all  their 


JC:  For  midsize  and  smaller  banks,  investing  in  a  regional  paym« 
utility  will  be  a  relatively  easy  decision.  However,  when  you  ge1 
the  top-tier  players,  the  ones  that  could  benefit  the  most  from  tl 
they'll  continue  to  develop  their  own  processing  and  may 
unwilling  to  let  go  of  that. 

RH:  Approximately  2,500  midsize  and  smaller  banks  currer 
outsource  their  check  processing.  The  large  banks  will  look 
a  provider  that  will  commit  to  the  business,  approaching  the  be 
relationship  as  a  long-term  partnership.  They'll  want  to  exp 
technology  as  it  continues  to  develop  and  have  an  effect 
transition  plan  that  mitigates  the  risk  for  the  banks  wt 
accommodating  their  unique  requirements. 

The  problem  is  that  check  volume  is 
declining  at  a  time  when  banks  need  to 
reinvest  in  their  processing  infrastructure 
I'm  convinced  that  we'll  see  a  significant 
increase  in  outsourcing.  —  Robert  Hunt 

JC:  You're  also  looking  for  someone  who  will  serve  your  ne< 
well  now  and  help  develop  a  road  map  to  get  to  future  produ 
and  services.  They'll  need  to  foster  confidence  in  forecasts 
check  volumes  while  demonstrating  knowledge  of  fixed  and  v 
able  costs,  the  ability  to  price  competitively  to  grow  volumes,  < 
to  scale  up  and  down  to  adjust  to  demand.  In  the  next  18  mon 
we'll  have  a  good  idea  what  all  of  the  top-tier  banks  are  doing,  I 
we'll  see  the  emergence  of  these  large  regional  utilities. 

RH:  The  one-  to  three-year  time  frame  is  critical.  Although 
timing  realistically  will  depend  on  the  effective  date  of  Check 
leading  banks  are  already  well  into  this  process.  There  may  b 
few  processing  models  to  begin  with  —  how  work  is  captured, 
example,  and  how  the  back-office  processing  is  accomplisheo 
but  I  expect  only  one  model  to  survive  in  the  long  run.  Chi 
processing  is  a  business  that  depends  on  a  single  mo< 
operandi  for  its  efficiency,  and  like  a  Wild  West  town,  it  can't  hi 
two  sheriffs.  I'm  convinced  that  we'll  see  a  substantial  incre; 
in  outsourcing. 
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Imagine  it.  Done. 


'ichael  Roney 


For  the  full  debate,  go  to 
www.unisys.com/experts/jcvsrh  or 
www.forbes.com/specialsections/unisys-paymentutil  ity.p 


How  secure  is  secure? 
We  help  uncover  the  cyber 
risks  so  AIG  can  provide 
more  cyber  insurance 


than  anyone  else. 


Systems  Integration 


Outsourcing. 


Infrastructure. 


Server  Technology. 


Consulting. 


Imagine  it: 

Underwriting  cyber  risks  -  from  viruses  to 


extortion.  How  do  you  provide  insurance  for  these 
new  and  devastating  threats?  You  understand  them 
first  -  and  work  with  a  partner  who  could  uncover  a 
broad  range  of  security  and  technology  gaps. 
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Done: 


AIG's  eBusiness  Risk  Solutions  Group  partnered 
with  Unisys  and  leapt  together  into  cyber  protection. 
Today,  AIG  eBRS  provides  most  of  the  world's 
network  security  and  cyber  insurance.  And  Unisys 
integrates  planning  and  protection  for  a  broad 
range  of  needs  like  privacy.  Identity.  Collaboration. 
Business  Continuity.  Infrastructure.  Our  holistic 
approach  is  one  reason  why  Unisys  has  been 
awarded  IT  security  integration  for  U.S.  airports. 
Can  we  help  you  identify  security  gaps?  Call  us. 


Security  with  precision  thinking  and  relentless 
execution  to  drive  your  vision  forward. 


Imagine  it.  Done. 

www.unisys.com/security     800.874.8647  x372 

Insurance  underwritten  by  member  companies  of  American 
International  Group.  Inc.  (AIG).  ©  2003  Unisys  Corporation. 
Unisys  is  a  registered  traderpark  of  Unisys  Corporation. 
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Double-wide  trouble:  James  Lee  Clayton. 

A  year  ago  we  told  the  tale  of  James 
Lee  Clayton,  a  Tennessee  share- 
cropper's son  who  had  built  a  for- 
tune, and  earned  a  slot  on  The  Forbes 
400,  in  the  unglamorous  business  of  mo- 
bile homes.  Even  while  the  sector  was 


going  through  one  of  its  periodic  busts, 
Clayton  Homes  was  holding  steady. 
Clayton's  personal  assets  were  robust,  at 
$620  million. 

After  our  story  ran,  the  stock  edged 
down.  But  then,  last  April,  Berkshire  Hath- 
away's  Warren  Buffett  struck  a  $1.7  billion 
deal  to  buy  Clayton's  company. 
The  transaction  would  have 
made  Clayton's  28%  stake  in  the 
company  worth  almost  half  a  bil- 
lion. Clayton,  69,  boasted  to  the 
local  press  that  it  was  the  highest 
multiple  Buffett  had  paid  for  a 
company  in  five  years. 

But  some  big  Clayton  share- 
holders were  not  pleased.  Orbis 
Investment  Management  and 
Cliffwood  Partners  charged  that 
Clayton  had  given  away  the 
company  at  too  low  a  price. 
Court  challenges  by  another 
shareholder,  the  Denver  Area 
Meat  Cutters  and  Employers 
Pension  Plan,  has  put  the  deal 
on  hold. 

Now  that  Clayton's  shares  are  worth 
$12.50  instead  of  last  year's  $16.65,  he 
falls  off  this  year's  400  list.  And  taxes  on 
the  $475  million  that  Clayton  would 
make  on  the  transaction  would  knock  off 


more  of  his  assets.  Meanwhile,  if  th 
Berkshire  deal  is  blocked  in  court,  Cla) 
ton's  shares  could  plummet. 

— Monte  Burh 

MAY  13.  2002 

To  Russia  With  Love 

Since  we  profiled  Shari  Redstone,  daugh 
ter  of  Viacom  Chairman  Sumner  Rec 
stone  (19th  on  The  Forbes  400,  with  a  n< 
worth  of  $9.7  billion),  the  president  c 
National  Amusements  has  taken  ht 
show  on  the  road.  Through  a  new  par' 
nership  called  Rising  Star  Media,  ( 
which  Shari  Redstone  is  chief  executiv 
she  just  opened  a  theater  complex  i 
Moscow,  with  1 1  state-of-the-art  screen 
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-.  capitalists?  Who  are 
these  fellows  who  now  own  millions,  live  in  palaces,  own  yachts  and 
horses  and  fleets  of  automobiles?  Almost  the  last  one  of  them  was 
thing  but^an  ordinary  worker  not  so  many  years  ago.  They  started 

.     ■ 

advantages  than  the  rest  of  us.  Most  of  them,  however, 

'•■  or  I.  Some  of  them  may  have  indulged  in  busi- 

not  be  countenanced  today,  but  they  played 

}\es  then  in  ypgue,  just  as  you  and  I  are  now 

y  rules,  some  of  which  may  be  held 

years  from  now. 

80  YEAR 


reached  the  highest  pinnacle  of  achievement  and  success?  Frank 
Vanderlip  won  nationwide  fame  as  a  successful  banker  and  a  su 
cessful  man  although  no  emphasis  has  ever  been  laid  upon  the  e 
tent  of  his  wealth.  Without  question,  the  tendency  is  to  rate  men  at 
regard  men  according  to  how  much  they  have  accomplished  in  tl 
world,  not  according  to  how  much  money  they  have  collected  from  tl 
world.  A  wholesome,  inspiring  trend,  is  it  not? 
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disposed  to  ask, 
much  has  he?"  Roo 
didn't  mankind  unite  in 

achieved  the  most  distin 
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Edison  is  far  from  being  one  oi 
America,  but  is  he  not  always 
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confrontations— with  some  of  the  Named,  there's  almost  invarial 
understanding  of  the  principal  raison  d'etre  for  The  Forbes  Four  Hu 
dred:  What  more  dramatic  indicator/vindicator  of  the  vitality  of  the  f  r 
enterprise  system  can  there  be?  For  every  dollar  flaunted,  hidden 
irded  by  this  current  Forbes  Four  Hundred,  there  are  99  to  999 
their  dollars  at  work  providing  the  capital  that  fuels  the  free  enterpn 
economy  on  which  every  American's  personal  freedom  depends.  Tl 
Four  Hundred,  individually  and  in  toto.  are  living  proof  that  the  syste 
works.  If  some  of  'em  feel  their  wealth  is  too  much  of  a  burden,  I'm  su 
there'll  be  no  lack  of  volunteers  to  relieve  them  of  their  load. 
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BlackBerry6210™ 
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tus'  Domino"''  and  Microsoft'-  Exchange,  keeping  you  connected  to  your  office.  It  also  utilizes  Triple  DES 
cryption,  protecting  even  your  most  sensitive  corporate  information.  To  learn  more  about  how  Cingular  can 
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digital  sound  and  stadium  seating  for 
3,500.  It's  the  first  time  a  U.S.  theater 
chain  has  broken  ground  in  Moscow.  Ris- 
ing Star  plans  to  open  60  screens  in 
Moscow  and  other  Russian  cities  over  the 
next  five  years.  Redstone,  49,  is  still  presi- 
dent of  National  Amusements,  her  fam- 
ily's $600-million-a-year  entertainment 
giant.  She  also  sits  on  the  board  of  Via- 
com where,  she  told  us  last  year,  she'd 
"like  to  take  a  larger  role."  Redstone 
spokesperson  Jennifer  Hanson  wouldn't 
comment  on  speculation  that  she's  plan- 
ning on  taking  over  the  helm  at  Viacom, 
but  she  admits,  "she's  spending  more 
time  at  Viacom  lately." 

— Dirk  Smillie 

OCTOBER  6.  2001 

Life  on  Easy  Street 

Forbes  400  member  S.  Robert  Levine  has 
stayed  decidedly  unbusy  since  retiring  in 
1997,  at  the  ripe  old  age  of  39.  Levine 
amassed  a  fortune  FORBES  estimates  at 
$625  million  at  Cabletron  Systems  Inc., 
the  Rochester,  N.H. -based  PC  networking 
company  he  cofounded  in  a  garage  in 
1983.  For  six  years  he  has  skied  in  winter, 
fished  in  summer,  and  zoomed  around  in 
his  Gulfstream  jet. 

But  now  he's  back,  sort  of.  Last  year 
Levine  quietly  seeded  a  Portsmouth, 
N.H. -based  startup  called  Pannaway 
Technologies,  whose  equipment  will  let 
telecom  companies  deliver  TV  signals 
over  high-speed  phone  lines.  Levine  says 
telcos  can  use  the  gear  to  fight  back 
against  the  cable  companies  that  have 
been  encroaching  on  their  turf  by  selling 
phone  service  over  cable  lines.  So  far 
seven  telecom  providers  are  testing  Pann- 
away's  gear. 

Levine  lv    pi       ■  !      ,  [ion  into  Pan- 
naway and  plan  iother$10 
million  in  the  next  i „■-  Heowns 
35%  of  the  company      d  i  onsults  with 
its  top  managers,  most   •   whom  are  for- 
mer  Cabletron   execj-        d    longl 
Levine  pals.  But  Levine  o 
day  responsibilities,  and  I 
it  that  way.  "I  don't  waiii 
work,"  he  says. 

Hard  to  imagine  tins  is    h< 
happy  warrior  who  once  .  d  at  a 


What's  better  than  the  millions  you'll 
technology?  The  fact  that  we'll  guaranf 
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sales  meeting  dressed  in  combat  fa- 
tigues, swinging  a  machete.  Levine's  an- 
tics helped  Cabletron  become  a  top  gun 
in  computer  networking  in  the  1990s 
but  were  not  enough  to  keep  Cabletron 
from  being  eclipsed  by  Cisco  Systems. 
Levine  shrewdly  sold  his  shares  before 
things  fell  apart. 

His  cofounder  at  Cabletron,  Craig 
Benson,  held  on  longer  and  paid  the 
price.  Benson  has  fallen  off  The  Forbes 
400  list.  But  he's  doing  all  right.  Last  year 
he  was  elected  governor  of  New  Hamp- 
shire. He  also  owns  a  $2  million  stake  in 
Pannaway.  As  governor,  Benson  has  put 
his  assets  in  a  blind  trust. 

— Daniel  Lyons  and  Steven  Sun 

SEPTEMBER  30,  2002 

A  Penny  Saved 


David  Gold  started  his  99  Cents  Only 
store  chain  two  decades  ago,  but  it 
wasn't  until  last  year  that  he  climbed 
onto  The  Forbes  400  list.  Since  then  his 
idea  has  caught  on  with  major  retailers. 
Kroger  recently  started  testing  an  inde- 
pendent line  of  dollar  stores  in  Houston, 
while  Wal-Mart,  A&P  and  half  a  dozen 
other  chains  are  trying  out  just-a-dollar 
areas  in  their  stores.  Gold  has  made 
headlines  for  offering  to  sponsor  a  99- 
year-old  candidate  for  governor  in  Cali- 
fornia's recall  election  (the  woman  he 
got  is  101).  But  the  real  story  is  the 
chain's  continued  growth  despite  ever 
greater  competition.  Sales  are  up  22%, 
net  income  13%  and  the  stock  has  leapt 
40%.  Gold,  71,  has  yet  to  sell  a  single 
share.  Since  our  story,  his  personal  for- 
tune has  vaulted  32%  to  $860  million. 
— Brendan  Coffey 
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The  Do-lt-Yourself 
Billionaire 

John  Menard's  home-improvement  chain  doesn't  get  the  attention  that  Home  Depot 
and  Lowe's  do.  But  now  a  tiff  with  the  IRS  is  prying  open  the  books  |  by  janet  novack 


JOHN  R.  MENARD  JR.  PASSED  UP  A  JOB  AT  IBM  WHEN  HE 
graduated  from  the  University  of  Wisconsin  at  Eau  Claire 
in  1963.  He  had  his  own  show  to  run,  a  small  farm  con- 
struction business  he  had  started  during  college.  Good 
career  move:  Today  his  Menards  home-improvement 
chain  rings  up  $5.5  billion  in  annual  sales  from  184  stores  in  ten 
midwestern  states.  And  the  63-year-old  billionaire  still  does  things  his 
own  way.  He  owns  100%  of  Menard  Inc.'s  voting  stock,  has  69  de- 
partment heads  reporting  to  him,  and  makes,  subordinates  say,  all  the 
important  and  sometimes  not-so-important  decisions,  such  as 
whether  to  use  asphalt  or  concrete  paving  at  a  distribution  center. 

Menard  is  so  hands-on  that  in  1997 — so  the  state  of  Wisconsin 
alleged  in  an  environmental  case — he  personally  carted  bags  of 
chromium  and  arsenic-tainted  incinerator  ash  home  from  a  com- 
pai  his  pickup  truck  and  then  put  them  out  with  his  house- 

d  Menard  Inc.  paid  $1.15  million  in  fines. 
■  hard  line  with  shoplifters  and  disgrunded  em- 
ploy lanager  of  a  Menards  store,  now  suing  for  age 
dischminal  ion  containing  such  provisions  as  a  60% 
cut  in  pay  sh(  be  unionized,  a  $100  cut  in  his  bonus  if  a 
"mystcr)  nity  was  able  to  shoplift 
$1,000  in  good.-..  "performance  infractions," 
e,g.,  $5  if  employ  i<ected  when  they  left. 
Now  Menard  •  |  dm  into  a  tiff  with  the 
Internal  Revenue  S<  ,  to  FORBES,  but  five 
previously  unreported  ]  h  Menard  and  bis 
company  are  contesting  ;  []  q  extra  taxes  and 
penaWes,  provide  an  intriguing  l  .!>>  Claire- 
based  operation. 
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The  debt-free  Menard  Inc.  is  wonderfully  prof- 
itable, booking  $45 1  million  of  pretax  profits  for  its 
fiscal  year  ended  January  2000  and  posting  higher 
profit  margins  through  the  1990s  than  Lowe's. 
Menard  builds  his  profits  by  doing  a  lot  in-house, 
including  manufacturing  products  such  as  doors, 
and  developing  his  own  shopping  malls  and  then 
renting  or  selling  to  such  retailers  as  Wal-Mart  and 
Best  Buy.  "It's  just  fascinating  to  me  that  you  can 
take  a  bare  chunk  of  land  and  divide  it  up  and  put 
our  store  in  one  corner  of  it,  and  all  of  a  sudden 
that  land  is  worth  ten  times  what  it  was  before  when 
it  was  a  farm  field,"  Menard  mused  during  a  Tax 
Court  trial  earlier  this  year. 

Menard's  IRS  problems  are  also  of  the  do-it-yourself  variety,  r 
didn't  use  aggressive  shelters  devised  by  a  big  accounting  firm;  in  fei 
Menard  Inc.  paid  a  lot  of  corporate  income  tax — $158  million  in  fi 
cal  2000.  But  the  IRS  contends  that  from  1998  through  2000,  Mena 
Inc.  improperly  deducted  $68  million  too  much  in  pay  for  Mena 
personally  and  $20  million  in  expenses  for  his  auto-racing  team. 

The  salary  structure  at  Menard  Inc.  leaves  no  doubt  as  to  whe 
in  charge.  In  1998  Menard's  chief  financial  officer  earned  $55,70 
Menard's  younger  brother  Lawrence,  who  runs  store  operations  ai 
has  worked  for  him  for  40  years,  rated  a  $45,000  salary  and  $180,01 
bonus.  Menard  himself  was  paid  $20.6  million  under  a  30-year-o 
formula  awarding  him  5%  of  pretax  profits  as  a  bonus. 

The  IRS  cites  such  skewed  executive  pay  as  evidence  that  Menai 
as  owner,  was  really  taking  dividends  in  disguise.  (Pay  is  a  deductit 
business  expense  and  so  only  gets  taxed  once,  on  John  Menard's  pe 


»nai  tax  return,  whereas  dividends  "I  tend  to  be  a  micromanager;  t 

mst  be  paid  from  Menard  Inc.'s  af-  ...      , 

ktax  corporate  income  and  so  get  one  of  my  1  aults    Menard  testified 

xed  twice.)                                              _ 
Menard's  lawyers  argue  that     dUfing  a  trial  Jn  U.S.    I3X  COtiffc 

lenard,  as  the  driving  force  behind 

le  of  the  few  chains  to  withstand  the  Home  Depot  onslaught,  is 
orth  his  pay.  Menard  and  others  testified  that  he  works  12  to  16 
Durs  a  day,  6  to  7  days  a  week;  reads  all  company  mail  and  cus- 
mer  complaints;  and  reviews  hundreds  of  detailed  store  reports 
epared  each  week.  "I  tend  to  be  a  micromanager;  that's  one  of  my 
ults,"  Menard  said. 

Menard  does  take  time  out  for  his  six  kids  (he's  twice  divorced) 

id  for  car  racing,  his  longtime  passion.  His  son  Paid,  23,  races  for 

s  team.  Menard  Inc.  began  sponsoring  racecars  back  in  1979.  But 

1992,  on  the  advice  of  his  lawyers,  Menard  says,  he  incorporated 


Deductible?  John  Menard  in  his 
racing  gear,  in  1997. 

Team  Menard  Inc.  (TMl)  as  a  sep- 
arate entity,  to  shield  Menard  Inc. 
from  liability  "in  case  of  a  cata- 
strophic accident  of  some  sort  dur- 
ing the  racing  proceedings." 

Reasonable,  yet  he  continued  to 
pay  TMl's  salaries  and  expenses  di- 
rectly from  dozens  of  Menard  Inc's 
accounts,  even  claiming  deprecia- 
tion for  TMl's  equipment  on 
Menard  Inc.'s  books.  It's  a  basic  tax 
rule  that  one  company  can't  deduct 
the  expenses  of  another  unless  they 
are  filing  a  consolidated  return. 
Menard  says  Menard  Inc.  paid 
TMl's  bills  because,  as  head  of  both 
companies,  he  made  an  oral  agree- 
ment with  himself  that  Menard  Inc. 
would  pay  "whatever  was  neces- 
sary" to  support  TMI  and  would  get 
the  benefits  of  sponsorship  in  re- 
turn. He  contends  this  sponsorship 
boosted  the  chain's  name  recogni- 
tion, relationships  with  suppliers 
and  employee  morale. 

The  government  points  out 
that  only  one  of  Team  Menard's 
races  during  1997  and  1998 — the 
Indianapolis  500 — took  place  in  a 
state  where  Menard  Inc.  had  stores 
and  complains  that  Menard  Inc. 
can't  even  ferret  out  from  its  ac- 
counts all  the  racing  bills  it  paid.  It 
contends  those  payments  were  re- 
ally another  dividend  to  Menard. 
Tax  Court  Judge  L.  Paige  Marvel 
has  yet  to  rule  in  the  case,  but  at  the 
trial  criticized  Menard's  methods. 
"This  is  not  the  way  to  run  a  set  of 
records,"  she  lectured.  "Expenses 
ought  to  be  calculated  or  classified 
in  a  way  that  makes  it  easy  to  figure 
out  what  the  sponsorship  fees  are, 
and  I  would  hope  never  to  see  a  case  like  this  in  this  court  again." 

Ironically,  Menard's  uncharacteristically  casual  approach  to 
racecar  spending  probably  made  it  easier  for  former  Team  Menard 
manager  Larry  R.  Curry  to  cheat  him.  In  2001  Curry  and  a  con- 
federate pleader  guilty  to  defrauding  Menard  Inc.  of  $1.5  million 
with  bogus  invoices,  including  some  from  a  company  called  "Total 
Fabrication."  So  now,  while  one  arm  of  the  Department  of  Justice 
is  attempting  to  collect  more  tax  money  from  Menard,  another  is 
trying  to  collect  restitution  for  him  from  Curry,  who  is  doing  33 
months  in  the  federal  pen.  F 
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This  Land 
Is  My  Land 


id,  unlike  microchips,  is 
being  made  anymore.  So 
re's  something  to  be  said  for 
accumulating  it,  if  you  have  the 
means  to  do  so.  Collectively, 
the  nation's  ten  largest 
landowners — two  of  them 
members  of  The  Forbes  400 — 
own  10.6  million  acres,  or  one 
out  of  every  217  acres  in  the 
country.  The  dollar  values  shown 
represent  the  value  only  of  their 
land,  apart  from  buildings  and 
other  assets  these  landholders 


possess. 


— By  Monte  Burke 
and  William  P.  Barrett 


1.  ROBERT  E.  (TED)  TURNER1 

^.AMONT,  FLA. 

1,800,000  acres  in  Colo.,  Fla.,  Ga.,  Kans.,  Nebr.,  N.M.,  Mont.,  Okla.,  S.C.,  S.O.I 

Bison,  farm,  minerals,  timber,  tourism:  $750  million 

"Scarlett  O'Hara  says  that  land  is  the  only  thing  that  matters  because  it's  the  on 
thing  that  lasts,"  recounts  Turner,  who  once  owned  the  movie  Gone  With  th 
Wind.  Poignant  words  for  Turner.  As  AOL  Time  Warner's  largest  individiici 
shareholder,  Turner  has  seen  his  net  worth  drop  75%  since  2000.  His  real  estat 
portfolio:  "It's  done  a  heck  of  a  lot  better." 

Despite  his  reputation  as  a  die-hard  conservationist,  the  cable  pioneer  mako 
plenty  of  money  off  his  land.  He  sells  bison  meat  to  restaurants  (including  h 
own).  He  opened  some  of  his  New  Mexico  holdings  to  gas  and  coal  exploration 
Timber  is  harvested  and  sold.  Hunting  and  fishing  fees  generate  $5  million 
year.  "I'm  doing  things  as  natural  as  I  can  and  trying  to  make  some  money  at  th 
same  time,"  he  says.  "I  have  the  same  credo  with  my  land  as  I  had  with  my  bus 
ness:  He  who  profits  most  serves  the  best." 

Turner  says  the  land  eventually  will  go  into  a  trust  and  the  Turner  Famil 
Foundation,  headed  by  his  five  children.  They'll  have  some  flexibility  to  se. 
parcels  if  needed.  But  they  might  do  well  to  learn  from  their  father.  Stocks 
tuate;  land  tends  to  creep  up  in  value. 

2.  IRVING  FAMILY 

SAINT  JOHN,  N.B. 

1,600,000  acres  in  Me. 
Timber:  $400  million 

From  his  base  in  New  Brunswick,  Canada,  Kenneth  Colin  Irving  amassed  a  bl 

national  timberland  empire  by  the  time  he  died  in  1992.  His  secretiv 

sons,  James,  Arthur  and  John,  tripled  the  family's  U.S.  holdings  in  199 

L___  buying  1  million  acres  in  Maine  for  S216  million,  making  them  th 

state's  biggest  property  owners.  The  family  also  owns  an  esti 

EL  ..-     mated  2  million  acres  in  the  Canadian  Maritimes.  I 
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FOR  ITSELF. 


Shrinking  budgets  present  you  with  difficult  challenges,  like  "How  on  earth  do  I  do  more  with  less?" 
Answer:  with  new  packaged  solutions  from  SAP.  Based  on  industry  best  practices  (and  our  30  years'  experience), 
these  preconfigured  solutions  address  specific  problem  areas  within  your  organization.  And  because 
implementation  is  simpler,  you  see  quicker  R.OI.  Learn  more  about  our  new  packaged  solutions.  And  how 
affordable  they  really  are.  Visit  sap.com/packaged  or  call  800  880 1727  for  more  details. 
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3.  ARCHIE  (RED)  EMMERSON1 

REDDING,  CAUF. 
1.500,000  acres  in  Calif. 
Timber:  $1  billion 

In  1949  Emmerson  and  his  father,  Curly, 
leased  a  sawmill. that  eventually  became 
Sierra  Pacific  Industries.  In  1987  Red  bor- 
rowed $460  million  to  buy  522,000  acres 
of  California  timberland.  When  he 
became  the  nation's  largest  private 
landowner  ten  years  later,  he  remarked, 
" When  Ted  Turner  hears  about  this,  he'll 
probably  run  out  and  buy  more  land." 
(He  was  right).  Enimerson's  privately 
owned  SPI  is  the  nation's  third-largest 
lumber  company,  and  not  reliant  on 
access  to  government  land.  Emmerson, 
74,  has  two  sons  working  in  the  business. 

4.  SINGLETON  FAMILY2 

SANTA  FE,  N.M.  AND  BEVERLY  HILLS,  CALIF. 
1,200,000  acres  in  Calif,  N.M. 
Cattle:  $100  million 

While  serving  as  head  of  the  conglo. 
ate  Teledyne,  Henry  Singleton  assembled 
a  string  of  cattle  ranches  along  a  250-mile 
swath  of  New  Mexico.  He  died  in  1999  at 
82,  but  the  land  remains  in  the  famil" 
Son  William  oversees  the  holdings  fr< 
Santa  Fe. 


5.  PINGREE  HEIRS 

BANGOR,  ME. 
960,000  acres  in  Me. 

Timber:  $240  million  ,'■    " 

■•■■  ■  ..■    ■■         -  ■ 

In  1840  businessman  David  Pingree,  wod>  V  • 
ried  about  the  declining  port  business  in 
Salem,  Mass.,  started  buying  Maine  tim- 
befjand  as-a  hedge.  A  century  and  a  half 
I*|e'r  some  70>Pingree  descendants  still 

'  iiahy  of  which  have 


opment: The 
t&TP  of  David   : 


the  boat  captain  who  began  amassing  the 
large  south  Texas  spread  in  1853.  The  ranch 
is  run  like  a  business  out  of  offices  in  a  high- 
rise  200  miles  away  in  Houston.  This  sum- 
mer the  Texas  Supreme  Court  threw  out  a 
lawsuit  claiming  that  King  cheated  the 
widow  of  his  business  partner  out  of  an  in- 
terest in  15,500  King  Ranch  acres. 


7.  REED  FAMILY2 

SEATTLE,  WASH. 

770,000  acres  in  Calif.,  Ore.,  Wash. 

Timber:  $775  million 

In  1890  Sol  Simpson  founded  Simpson 
Timber.  He  began  acquiring  land,  often  at 
bargain  prices,  in  the  Northwest  and,  later, 
California  redwoods.  In  1987  great-grand- 
son William  Reed  bought  out  outside  share- 
holders. Today  Simpson  Investments  is 
headed  by  Colin  Moseley,  another  descen- 
dant of  the  founder. 


It* 


boss.  * 
Pingni 


6.  KING 

KINGSVILLE.  i 
900,000  acres. 
Cattle,  farm,  horses, 
$750  million 

America's  famous  King  Ranch  is  still  o 

by  dozens  of  descendants  of  Richard  KinjE 
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8.  ALLYN  FORD2 

ROSEBURG,  ORE. 

750,000  acres  in  Calif.,  Ore. 

Timber:  $450  million 

Kenneth  Ford  started  a  West  Coa.s 
sawmill  during  the  Depression,  workin. 
as  superintendent,  salesman,  logged 
camp  cook — and  landbuyer.  He  died  i  | 
1997  at  age  88,  leaving  Roseburg  Fore' 
Products  (2002  sales:  $750  million)  t 
son  Allyn,  62,  and  family.  The  Fords  con 
tinue  to  add  acreage  to  their  portfolio 
which  has  stands  of  Douglas  fir,  pine  an 
hemlock. 

9.  LYKES  FAMILY 

TAMPA,  FLA. 

640,000  acres  in  Fla.,  Tex. 

Cattle,  citrus:  $1  billion 

In  the  1870s  Howell  T.  Lykes  abandoned  i 
medical  career  to  run  his  family's  50( 
acre  Florida  cattle  ranch.  Thus  began  a 
empire  that  eventually  would  embrau 
shipping — the  famous  Lykes  Lines,  sine 
sold — and  citrus  production.  In  the  193d 
rs,  Howell's  sons,  bought 
265,000-acre  cattle  ranch  in  wester 
Texas.  Today  200  descendants  have 
piece  of  the  action. 

10.  DOLPH  DRISCOE  JR.2 

UVALDE,  TEX. 

560,000  acres  in  Tex. 

Cattle,  farm,  minerals:  $150  million 

Briscoe  ancestors  began  acquiring  Tex. 
land  in  the  1820s.  But  it  was  during  tl 
Depression  that  Briscoe\s  father  statu 
acquiring  large  South  Texas  holdings, 
two-term  Texas  governor  in  the  19701  ' 
Briscoe  Jr.,  now  80,  is  credited  wit 
helping  to  eradicate  the  screwworn 
Son  Dolph  III  runs  the  ranches.  Tl 
land  is  held  in  a  family  corporatioi 
where,  says  the  ex-governor,  "We  hope 
will  stay  for  a  long  time." 

Beneficial  interest  must  lie  with  an  individual  and 
related  family  members.  Whether  title  is  held 
individuallyor  in  corporations,  partnerships  or 
trusts  is  immaterial.  We  exclude  land  owned  by 
public  corporations,  private  entities  with  unrelatei 
investors,  nonprofits  and  government.  Only  deede 
acreage,  not  leased,  is  counted.  Valuations  aren't 
reduced  for  any  mortgage  debt. 

1  Forbes  400  member. 

2  Ex-Forbes  400  member  among  past  or 
present  beneficiaries. 
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eservations  at  Asia's  finest  luxury  hotels,   please  call  USA  &  Canada  toll-free:    1    800  942   5050,  your  travel  consultant, 
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WHEN  LESS  IS  MORE 

Bill  Gates  may  be  a  lot  richer  than  Houston  Texans  owner  Robert  McNair, 
but  with  a  6.7  handicap,  McNair  is  a  better  golfer.  In  fact,  the  world's 
richest  man  doesn't  even  measure  up  to  his  right-hand  man  at  Microsoft, 
Steven  Ballmer.  Here's  how  some  other  members  of  The  Forbes  400  stack 
up  on  the  links.  — Carrie  Coolidge 

Name  Club/State  Handicap 


Robert  McNair 

River  Oaks  Country  Club/Tex. 

6.7 

Henry  R.  Kravis 

Shinnecock  Hills  Golf  Club/N.Y. 

6.9 

Richard  Rainwater 

Dallas  National  Golf  Club/Tex. 

7.7 

Charles  R.  Schwab 

San  Francisco  Golf  Club/Calif. 

8.0 

Philip  Anschutz 

Castle  Pines  Golf  Club/Colo. 

13.3 

Henry  L.  Hillman 

Jupiter  Island  Club/Fla. 

15.2 

Steven  Ballmer 

Seattle  Golf  Club/Wash. 

16.3 

Charles  Ergen 

Pinehurst  Country  Club/Colo. 

16.5 

Bernard  Marcus 

Atlanta  Country  Club/Ga. 

17.6 

Warren  Buffett 

Omaha  Country  Club/Nebr. 

20.8 

William  Gates  III 

Broadmoor  Golf  Club/Wash. 

24.1 

Source:  www.ghin.com. 

Robert  McNair,  putting  at  home. 


With  a  Little  Help  From  His  (Filthy  Rich)  Friends 

On  his  2 1st  birthday,  Johnson  &  Johnson  heir  Jamie  W.  Johnson,  now  23, 
inherited  a  lot  of  money.  He  felt  really  guilty  about  that.  So  much  so  that  he 
decided  to  make  a  film  poking  fun  at  his  fellow  heirs.  The  result,  Bom  Rich, 
airs  later  this  year  on  HBO. 


Jamie  Johnson  (top); 

S.I.  Newhouse  IV,  Ivanka  Trump. 
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forbes:  In  the  movie,  you  are  repeatedly 
warned  not  to  question  people  about 
their  wealth  because  it's  not  "polite." 
Why  isn't  it? 

Johnson:  We  live  in  a  society  that  thinks 
everyone  earns  what  they  have;  if  you 
work  hard,  you'll  get  rewarded.  But  it's 
not  the  case.  Here  all  these  kids  were 
born  rich  and  have  done  nothing  to  earn 
it.  They  don't  want  it  to  become  a  topic 
of  conversation,  because  then  they  might 
have  to  question  whether  or  not  they're 
worthy  of  it. 

;  ORBES:  So  how  did  you  get  people  to 
talk? 

Johnson:  It  took  three  years.  I 
had  a  Rockefeller  heir  and  a 
Campbell's  Soup  heir  both  say 
yes  add  chen  back  out,  saying 
'My  father  won't  let  me." 
People  got  a  lot  of  pressure 
Families  not  to  talk. 
jes:  S.L  Newhouse  IV  said  he  lives  in 


constant  fear  of  being  cut  out  of  his 
father's  will.  Was  that  common? 
Johnson:  It's  a  serious  fear  these  kids 
have.  I  think  it's  one  of  the  reasons 
people  would  back  out. 
FORBES:  You  became  aware  of  your  fam- 
ily's wealth  at  10  years  old,  only  after  see- 
ing your  father  listed  in  The  Forbes  400. 
Johnson:  It's  an  interesting  way  to  find 
out  information  about  your  family.  But  I 
think  if  someone  possesses  great  wealth, 
they  should  be  comfortable  with  it  and 
not  try  to  mask  reality. 
FORBES:  Luke  Weil,  heir  to  the  Autotote 
gaming  empire,  sued  you  [unsuccess- 
fully] to  be  taken  out  of  the  film.  Yet  he 
spoke  the  most.  What  spooked  him? 
Johnson:  The  reaction  of  his  friends, 
family  and  community. 
forbes:  Is  he  talking  to  you  these  days? 
Johnson:  We've  had  interactions,  but  we're 
not  that  friendly.  I  don't  hate  him — I  jus 
don't  like  him.  — Kiri  Blakeh 


.ETTING  A  JET  WHEN  AND  WHERE  YOU  WANT 
5  NO  PROBLEM  WITH  ACCESS  TO  THE  WORLD'S 
ARGEST  FRACTIONAL  FLEET. 


ning  a  fractional  share  is  really  a  very  simple  proposition, 
en  you  call  for  a  plane,  you  get  a  plane.  No  excuses.  No  delays. 

a  Netjets  Owner  you'll  always  have  a  plane  ready  and  waiting 
you  with  as  little  as  four  hours  notice  just  about  anytime, 
where.  We  can  say  that  because  ours  is  the  largest  fleet  in 
fractional  aircraft  industry.  With  over  500  planes  under 
nagement  across  the  U.S.,  Europe  and  the  Middle  East 
i're  never  far  from  a  plane,  especially  important  when  an 
oreseen  need  arises.  In  fact,  having  that  many  planes  makes 
equivalent  in  size  to  the  world's  fourth-largest  airline. 

i  since  we're  the  largest  buyer  of  business  jets,  independent 
Iny  manufacturer,  we're  free  to  buy  only  the  most  desirable 


jets.  Most  important,  owning  a  share  as  small  as  1/16  gives 
you  access  to  our  entire  fleet.  So  if  your  travel  plans  require  a 
larger  or  smaller  aircraft,  you  have  the  option  to  interchange 
to  another  aircraft  type.  You'll  choose  from  among  14  different 
aircraft  types  with  light,  mid-sized  and  large  cabins  accommodating 
from  7  to  18  passengers. 

Giving  our  Owners  the  freedom  and  control  to  fly  when  and 
where  they  want  is  just  one  reason  we  sell,  finance  and  lease 
more  fractional  jets  than  all  our  competitors  combined. 

To  see  why  more  fractional  jet  owners  choose  Netjets,  call 
l-877-356-07S4orvisitwww.netjets.com. 


%r,$. 
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netjets:  leave  nothing  to  chance: 


Netjets  Inc.  is  a  Berkshire  Hathaway  company. 
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Passion  Fruit 

A  billionaire  evangelizes  about  the  benefits 
of  healthy  eating  |  by  Josephine  lee 


You  can  never  be  too  thin  or  too  rich.  If  that  motto  sounds 
right  to  you,  you  might  find  inspiration  in  David  Mur- 
dock,  who  has  a  net  worth  of  $  1 .5  billion  and  the  physique 
<  A  an  underfed  person.  He  fervendy  avoids  dairy  products,  meat, 
processed  foods,  even  pasta  and  bread.  Trim  and  energetic,  the 
octogenarian  believes  his  strict  diet  will  preserve 
his  health. 

.'  5 -mile  marathon  most  of  the  time,"  he 
sch  of  soybeans  and  pineapple.  Murdock 
food  regimen  that  he  intends  to  spend 
to  follow  his  lead.  "The  thing  I 
:  leople  how  to  eat  in  a  healthy  way." 
ling  $200  million  on  nutrition 
i  y  hotel  and  spa,  all  ,\;\^cd  at 


bo, 

millioi 
want  to  ■ 
Which  ,: 
education 
making  Amc; 
How  co  iv 
one  of  the  world's 
Murdock  insists  hi- 
with  increasing  Dole's 


■  nil-  ]  Dole  Food, 

i    fnii  ,     s<  gut 

h  food  h<  s  nothing  do 

ingto  do 


with  his  personal  life.  Entering,  on 
ninth  decade  concentrates  the  mind 
matters  of  health  and  longevity.  "1 
best  motivating  factor  to  get  someone 
eat  a  healthy  diet  is  to  tell  them  th 
were  going  to  die  of  cancer,  heart  att£ 
or  diabetes,"  says  Murdock. 

Later  this  year  Murdock  expects 
break  ground  on  his  hotel-cum-me 
ical-spa.  Located  on  a  30-acre  site  an 
strip  malls  and  residential  developme: 
north  of  Los  Angeles,  it's  not  quite  1 
location  one  would  think  suitable  fo 
luxury  spa.  Nevertheless,  the  comp 
will  be  all  that  and  more,  with  285  gu 
rooms  and  suites,  a  grand  ballroom, 
indoor  pool,  a  culinary  institute,  a  te 
vision  studio  and  a  medical  and  der. 
center.  Murdock  estimates  that  I 
556,000-square-foot  health  center  v 
cost  $150  million  to  build.  Nighdy  ra 
will  range  from  $300  to  $1,500 
rooms,  and  up  to  $2,000  for  suites. 

Last  year  he  published  the  Encyc 
pedia  of  Foods:  A  Guide  to  Heal. 
Nutrition,  a  5-pound  tome  that  exha 
tively  lists  the  nutrient  contents  of  frt 
and  vegetables.  He's  particularly  int 
ested  in  the  phytochemicals  found 
most  fruits  and  vegetables  and  the  eft 
these  chemicals  have  on  aging,  heart  disease,  vision,  cancer  p 
vention  and  some  chronic  diseases.  He  also  wants  to  research 
health  effects  of  lutein  and  carotenoid,  two  antioxidants  co 
monly  found  in  vegetables. 

Murdock's  employees  are  already  too  familiar  with  the  b( 
diet.  Prices  at  the  company  canteen  have  been  rejiggered 
encourage  workers  to  eat  salads  and  low-calorie  entrees,  i 
tirades  on  the  deleterious  effects  of  saturated  fats  and  sugar 
legendary  at  Dole's  headquarters;  executives  avoid  the  morn 
muffin  when  the  chairman  is  around. 

Murdock  bought  Dole  in  March  in  a  leveraged  buyout  a 
ued  at  $2.5  billion.  He  says  he  took  Dole  private  because 
wanted  to  spend  more  money  teaching  people  how  to  eat  pn 
erly.  "As  a  private  company  I  don't  have  to  worry  about  w 
Wall  Street  says  I  should  do,"  he  says,  justifying  himself. 

To  finance  his  purchase  of  Dole,  Murdock  raised  $2  bill 
in  bonds  and  secured  debt.  Though  they  have  little  say  ab 
how  Murdock  runs  Dole,  bondholders  may  be  starded  to  le 
about  the  scope  of  Murdock's  culinary  endeavor.  "If  he  i 
Dole's  funds  for  this  effort,  it's  going  to  make  a  lot  of  pec 
very  concerned,"  says  Arthur  Roulac,  a  junk  bond  analys 
Bank  of  America's  brokerage  arm.  If  Murdock's  plans  don't  \ 
late  certain  restrictions  in  the  bond  agreement,  there  isn't  mi 
Dole's  bondholders  can  do.  "He  has  a  captive  audience  here,' 
concedes. 
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►HARP 


Solar  Energy  System 


SUNVISTA 


be  enlightened 


■ducing  the  more  enlightened  home  energy  choice  -  Sunvista  solar  energy  systems  from  Sharp.  The  cleaner,  more 
ent  way  to  power  your  home,  from  the  world's  leading  manufacturer  of  solar  panels.  Sharp's  fully  integrated  system  helps 
manage  your  energy  costs,  providing  reliable,  environmentally  responsible  power,  while  reducing  your  dependence 
>cal  power  companies.  Sunvista  from  Sharp.  Des  jned  for  the  way  you  think,  designed  for  the  way  you  live,  sharpusa.com 


be  sharp 


Master  Builder 

The  one  name  you  won't  find  on  The 
Forbes  400  is  the  most  influential 
real  estate  developer  in  the  country: 
Larry  Silverstein, 

Far  less  known  than  New  York 
developers  like  Donald  Trump  or 
Mort  Zuckerman,  Silverstein  finds 
himself  in  the  position  to  create  and 
own  a  New  York  landmark,  and  in 
the  process  become  a  billionaire.  But 
he's  not  there  yet. 

Silverstein  is  in  the  catbird  seat  by 
virtue  of  having  leased  the  World 
Trade  Center  in  a  $3.25  billion  deal  a 
mere  six  weeks  before  its  destruction. 

Silverstein,  72,  got  his  start  in  the 
1950s,  when  he  joined  his  father's  real 
estate  brokerage  and  pushed  it  into 
property  syndication.  That  eventually 
made  him  a  mainstay  on  The  Forbes 
400  throughout  the  1980s,  during 
which  he  made  his  reputation  with  the 
construction  of  7  World  Trade  Center. 
It  was  built  at  a  cost  of  $300  million  in 
1986;  but  Silverstein  waited  two  long 
years  to  secure  an  anchor  tenant, 
Salomon  Brothers.  The  real  estate 
bust  of  1990  knocked  him  off  The 
\  but  he  painstakingly  rebuilt  his 


BUILDING  RELATIONSHIPS 

Last  February  architect  Daniel  Libeskind  won  a  government-sponsored  com- 
petition to  design  the  successor  to  the  World  Trade  Center.  He's  been  fighting 
with  developer  Larry  A.  Silverstein  ever  since.  Silverstein,  who  owns  the  lease 
rights  for  the  property,  has  even  hired  his  own  architect,  David  Childs  of  Skid 
more,  Owings  &  Merrill,  to  "collaborate"  with  Libeskind  on  the  project.  Maybe 
the  two  should  take  a  cue  from  these  Forbes  400  members,  who  have  figured 
out  how  to  work  with  celebrity  architects  over  and  over  again.       — Steve  Sun 


,  retail  and  luxury 
'  that  makes 
^450  million. 


Tha. 
fial  pay. 
insurers 
insurers' 
was  one 
should  hi-, 
$3.6  billion.  Silv< 
occurrences,  jus 
he  wins,  says  Sih 
Gerald  McKelvey, 
into  rebuilding." 
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Paul  Mellon  I  I.M.  Pei 


,! 


in 


First  project:  1968 

East  Building  of  the  National  Gallery  of  Art 

Washington,  D.C.,  $83  million 

Art  Center  at  Choate-Rosemary  Hall 

Wallingford,  Conn.,  $4.7  million 

Science  Center  at  Choate-Rosemary  Hall 

Wallingford,  Conn.,  $11  million 

"Our  relationship  grew  not  only  out  of  professional  respect;  it  was  also  a 
real  friendship.  In  my  professional  life,  which  is  about  43  years,  I've  only 
come  across  a  few  [clients  who  were  also  friends]  and  none  of  them  comes 
close  to  being  like  Mr.  Mellon. "  — Pei 

Other  rich  listers  who  have  worked  with  Pei: 
Herbert  F.  Johnson  (of  S.C.  Johnson  Wax) 

Peter  Lewis  |  Frank  Gehry 

First  project:  1987 

Lewis  residence  (planned  but  never  built) 

$80  million 

New  Science  Library  at  Princeton  (under  construction) 

Princeton,  N.J.,  $60  million 

Case  Western  Reserve  University's  business  school 

Cleveland,  Ohio,  $61.7  million 

"I  love  the  creative  process  and  I  love  creative  people  and  I  love  people  wh 
challenge  the  status  quo,  who  are  trying  to  do  it  differently  and  better  anc 
who  are  willing  to  suffer  the  slings  and  arrows  that  go  with  that. "  —Lew 

Other  rich  listers  who  have  worked  with  Gehry: 
Lilian  Disney,  Paul  Allen 

Bass  family  I  David  M.  Schwarz 

First  project:  1981 

Sundance  West 

Fort  Worth,  Tex.,  $40  million 

Bass  Performance  Hall 

Fort  Worth,  Tex.,  $67  million 

"Da\id  is  tireless  on  details.  Tliere's  no  part  of  the  building  where  David  is  m 
willing  to  sit  down  and,  as  part  of  the  fee  that  has  already  been  settled,  sit 
down  and  give  you  more  work  to  make  this  little  piece  a  special  detail.  Not 
costii  ig  more,  but  involving  a  little  more  design  and  creativity. " — Edward  Ba 

Other  rich  listers  who  have  worked  with  Schwarz: 
Thomas  Hicks,  Martha  Ingram 


are  tech  reasons  to  love  Linux.  And  there  are  business  reasons  With  new  Novell®  Nterprise™  Linux  Services,  you  get  both.  An  application  suite  that  helps  you 
productivity.  And  gives  your  tech  staff  the  deep  support  they've  been  looking  for.  Bottom-line  types  will  appreciate  the  increased  efficiency  that  comes  from 
ig  an  array  of  applications  -  everything  from  secure  identity  management  to  remote  access  to  messaging  -  on  an  operating  system  that's  renowned  for  its  low 
id  reliability.  And  while  everybody's  in  favor  of  better  financial  performance,  what's  really  going  to  get  your  tech  crew  jazzed  is  the  unprecedented  multilevel 
rt.  Right  on  down  to  the  actual  operating  system.  To  find  out  how  new  Novell  Nterprise  Linux  Services  can  free  your  business  to  be  more  productive,  call 
•218-1600orvisitwww.novell.com/linux  ®  WE   speak   your   language. 
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Unrealized  Riches 

There's  a  lesson  to  be  learned  now  that  the  feds  have  rolled  out 
their  own  list  of  the  400  top  taxpayers  |  by  william  p.  barrett 

DO  THE  RICH  PAY  A  FAIR  SHARE  OF 
their  wealth  in  taxes?  That's  a  philo- 
sophical question  we  won't  try  to 
answer  here,  but  we  can  give  you  the  sta- 
tistics on  which  to  base  your  own  judg- 
ment. The  statistics  come  from  two 
places.  One  is  our  own  collection  of  files 
on  wealthy  families.  The  other  is  a  curi- 
ous Internal  Revenue  Service  report,  new 
this  year,  summarizing  the  data  on  the 
400  personal  income  tax  returns  with  the 
highest  adjusted  gross  incomes  (AGl). 

Is  there  a  coincidence  in  the  number 
of  people  covered?  No.  The  IRS  candidly 
states  that  its  survey,  using  confidential 
data  not  available  to  the  public,  was 
inspired  by  the  FORBES  rich  list.  They 
aren't,  of  course,  precisely  the  same  peo- 
ple. Our  catalog  is  by  net  worth,  the  IRS 
ranking  by  reported  income.  But  there  is 
presumably  some  overlap,  and  therein 
some  indication  of  tax  burdens  relative  to 
net  worth. 

For  the  IRS  group,  average  federal 
taxes  paid  as  a  percentage  of  AGI  was  22% 
for  2000.  Taxes  relative  to  net  worth  is  a 
much  lower  number.  Compare  the  aver- 
age federal  tax  bill  in  the  IRS  group,  $39 
million,  to  the  average  net  worth  of  the 
FORBES  group,  $3  billion:  Circumstantial 
evidence  is  that  the  very  rich  forfeit  barely 
1%  of  their  net  worth  to  the  U.S.  Treasury 
every  year. 

How  do  the  superrich  get  away  with 
paying  so  little?  Not,  evidently,  from 
ic  tax  shelters,  but  from  a  simple 
and  long-standing  rule  of  tax  law  that 
you  don't  have  to  pay  taxes  on  unreal 
ized  gains.  Start  a  company,  watch  its 
value  grow,  hold  on  to  most  of  vour 
shares,  avoid  dividends — that's  on 
to  accumulate  a  huge  net  worth  wii 
ever  ha\  i  ig  to  report  your  good  foi 


The  very  rich  forfeit 
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Treasury  every  year. 


on  a  Form  1040. 

The  very  rich,  that  is,  do  not  get  that 
way  by  clipping  coupons.  Their  indi- 
cated cash  return  on  assets — adjusted 
gross  income  per  the  IRS,  divided  by  net 
worth  per  FORBES — averaged  only  5.8% 
over  the  period  from  1992  through 
2000.  After  taxes  the  income-to-assets 
figure  is  a  minuscule  3.6%.  Yet  during 
that  same  period  the  average  net  worth 
of  a  Forbes  400  member  rose  a  com- 
pound annual  19%,  from  $752  million 
to  $3  billion. 

The  rich  do  sometimes  take  gains.  Bill 
Gates,  for  example,  has  been  peeling  off 
20  million  shares  every  quarter,  using  the 
(aftertax)  proceeds  to  diversify.  He  still 
has  1.2  billion  shares  left.  Michael  Dell  is 
lightening  up  his  Dell  position. 

According  to  the  IRS,  in  1992  only 
36%  of  the  average  IRS  400  member's 
AGI  came  from  capital  gains.  But  by  2000 
'hat  doubled,  to  72%.  Meanwhile,  for  IRS 
400    members,    interest 
and  dividends  as  a  per- 
cent of  adjusted  gross 
income    dropped    from 
1 3%  to  6%. 

You  might  see  some 
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shift  in  those  numbers  now  that  the  fet 
eral  dividend  tax  has  been  cut  from  40 
to  1 5%.  Microsoft  just  started  a  quarter 
dividend.  It  seems  the  rich  do  respond 
tax  incentives.  The  push  toward  capit 
gains  accelerated  after  capital  gains  tax 
were  lowered  in  1997. 

We  also  have  no  firm  w; 
of  knowing  how  much  overl; 
there  was  in  a  given  ye 
between  people  on  the  IRS  4( 
and  people  on  our  400.  But 
has  to  be  considerably  short 
100%.  Congress'  Joint  Eo 
nomics  Committee  says  2,2. 
taxpayers  were  on  the  IRS  41 
list  at  some  point  from  1992 
2000,  and  less  than  1%  were  c 
it  every  year.  Only  about  6( 
individuals  made  the  Forb 
400  list  from  1992  to  2000,  b 
about  10%  were  on  it  eve 
single  year. 

Indeed,  there's  a  pret 
good  chance  that  the  IRS  4* 
for  those  years  didn't  inclui 
one  perennial  Forbes  400  listee:  Warn 
Buffett,  who  topped  our  1993  list  ar 
hasn't  been  lower  than  fourth  since  the 
He  draws  a  minimal  salary  from  Ber 
shire  Hathaway,  which  he  heads,  and  hi 
n't  cashed  in  significant  portions  of  \ 
holdings.  Buffett  is  living  proof  of  f 
power  of  unrealized — and  therefo 
untaxed — capital  gains. 

Meanwhile,  the  influence  of  f 
Forbes  400  report  continues  to  sprea 
Every  three  years  the  Federal  Reser 
publishes  its  Survey  of  Consumer  Financ 
which  collects  nationwide  net  worth  d< 
and  is  considered  the  government's  b< 
word  on  the  subject.  It  explicidy  excluc 
Forbes  400  members  on  the  grounds  th 
aren't  likely  to  talk  to  researchers.  Ho 
ever,  this  year's  edition  contains  an  anal 
sis  of  data  FORBES  published  betwe 
1989  and  2001. 

Biggest  conclusion:  Collective  Forb 
400  wealth  as  a  percent  of  all  persor 
wealth  nationally  rose  from  1.6%  in  19 
to  2.3%  in  2001.  The  Fed  notes:  "The 
was  an  increase  in  concentration  even 
the  top  of  that  group." 

But  the  government  doesn't  nar 
names. 
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Building  the  Complete  Executive  Wardrobe 


n  an  episode  of  the  hit  HBO  series  Curb 
Your  Enthusiasm,    Edward   Asner   guest- 
starred  as  a  wealthy  man  who  was  consid- 
ering  changing    his   will*    But   when    he 
I    arrived  at  the  offices  of  the  lawyer  who  was 
mmended  to  him,  he  found  the  attorney  decked  out  in  a  golf  shirt  and 
os.  Dismayed  over  the  casualness  of  the  man's  attire  and  unswayed  by 
attorney's  assertion  that  it  was  "casual  Friday,"  Asner's  character 
se  to  take  his  business  elsewhere. 

et  that  be  a  lesson  to  professionals  everywhere.  Life  can  imitate  art. 
I  think  we  went  through  a  period  of  time  when  it  appeared  there 
3  no  guidelines  for  business  attire,  but  now  we  understand  that  we 
ildn't  suspend  the  rules  of  appearance,"  says  Brad  Martin,  chairman 
CEO  of  Saks  Incorporated.  "The  appropriateness  of  dressing  in  busi- 
attire  is  now  paramount." 

We  are  seeing  a  very  nice  resurgence  in  the  formal  dressing  area," 
Christina  Johnson,  president  and  CEO  of  Saks  Fifth  Avenue 
rpnses.  The  specialty  store  is  doing  more  than  200  trunk  shows  of 
's  fashion  this  year  and  expects  thousands  of  customers  to  take 
ntage  of  this  personalized  service.  It  also  has  added  a  new  clothing 
Hield,  from  England. 
ther  fashion  executives  agree  wholeheartedly.  "Most  men  who  dress 


To  many  people  — 
especially  prospective 
clients  —  you  are  what 
you  wear,  And  that 
means  that  the  casual 
combinations  so  popular 
in  the  21  st  century  simply 
don't  cut  it  in  this 
competitive  business 


environment. 
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Executives  are  spending  their  days 

(and  nights)  impeccably  dresse 


casually  look  like  they're  getting  ready 
to  wash  their  car,"  says  Alexander 
Zschokke,  the  managing  director  of 
Bruno  Magli.  "I  think  they  instantly  lose 
their  credibility  as  professionals." 

"I  think  the  trend  toward  more  formal 
dressing  in  the  workplace  is  welcome," 
says  Tom  Murry,  president  and  COO 
of  Calvin  Klein,  Inc.  "The  pendulum  has 
swung  too  far  in  the  other  direction. 
There  is  a  place  in  business  for  well- 
dressed  people." 

"My  opinion  has  always  been  that 
seriously  dressed  men  take  their  busi- 
ness seriously,"  says  Giorgio  Canali, 
executive  vice  president  of  Canali. 

"I  look  at  some  professionals  and  I 
think  the  way  they  dress  is  shameful," 
says  Herschel  Victor,  the  80-year-old 
chairman  and  CEO  of  suit  maker  Jack 
Victor.  "I  think  the  mission  of  our  indus- 
try is  to  convince  businessmen  and 
professionals  that  they  must  wear  suits 
in  order  to  be  properly  dressed.  I  hope 
casual  clothing  will  soon  be  forgotten." 


Cartier 


Fortunately,  many  men  have  nee< 
only  minimal  convincing  to  sharpen  t 
sartorial  style.  While  just  a  handfu 
corporations  such  as  Bear  Stea 
Lehman  Brothers  and  Mercedes-E 
have  formally  reinstated  a  suit-ant 
dress  code  for  men,  more  and  it 
executives  are  spending  their  days 
nights)  impeccably  dressed,  returnim 
an  era  of  luxury  and  elegance  that  jo 
few  years  ago  seemed  as  extinct  as 
brontosaurus. 

"I  think  men  are  wanting  a  retur 
elegance  after  years  of  dressing  dov 
says  Christopher  Bailey,  creative  dire 
for  Burberry. 

"I  love  walking  up  from  my  garag> 
Park  Avenue  and  seeing  so  many  \ 
dressed  men  on  the  streets,  we; 
suits  and  ties,"  says  Roger  Cohen,  f 
ident  of  Comeliani  USA. 

He's  particularly  pleased  that  rt 
seasoned  executives  have  returne 
the  formal  dressing  trend.  "I  think 
mentoring  is  an  important  part  of  rr 
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"You  have  to 
continuously 
innovate  both 
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The  Starter  ->    / 
wardrobe 

If  a  man  is  willing  to  start  from  scratch  this  fall  —  or  has  to  by  necessity  — 

Comeliani's  Roger  Cohen  suggests  these  pieces  as  the  basic  executive. 

wardrobe: 

1  solid  gray  wool  suit,  two-button  or  double-breasted 

1  dark  blue-stripe  wool  suit,  two-button  or  double-breasted 

1  gray/brown/taupe  plaid  wool  suit,  two-button  or  double-breasted 

1  navy  blue  wool  blazer  with  real  gold  buttons 

2  pair  charcoal  gray  dress  trousers 

1  pair  tan  gaberdine  trousers 

5  blue  dress  shirts,  all  with  French  cuffs 

2  knit  turtlenecks,  color  optional 

assorted  ties  and  coordinating  pocket  squares 

1  polo  coat  with  horn  buttons 

2  pair  black  dress  shoes 
1  pair  brown  dress  shoes 


fashion,  and  that  means  those  who  are 
already  in  the  executive  ranks  should  be 
showing  the  way  to  those  who  hope  to 
get  there.  They  need  to  demonstrate  for 
the  employees  the  proper  decorum  for 
the  office,  and  once  they  do  it  will  'rub 
down'  to  everyone." 

NEVER  TOO  YOUNG 

"There  is  a  whole  generation  that  has  not 

been  exposed  to  wearing  a  suit,"  says 

Jon  Morales,  vice  president  of  Hickey 

Freeman.    "I   think   they   will   find   that 

wearing  a  suit  leads  to  self-confidence, 

and   that   may   change   how   they   see 

themselves.  Hopefully,  it  will  also  lead 

ne  of  them  to  a  passion  for  clothing." 

I   am   really  seeing  an   increase  in 

youngei    customers,"    says   Domenico 

of    Domenico    Spano    Custom 

"Younger  people  are  beginning 


to  enjoy  dressing  up." 

Before  men  of  any  age  start  thei 
shopping,  it's  imperative  to  check 
what's  already  in  the  closet.  Starting  1 
scratch  is  probably  not  necessary  —  ur 
you've  never  been  in  a  corporate  job 

Nonetheless,  experts  agree  you  r 
have  the  basics  before  you  can  start 
process  of  expanding  your  wardr 
And  that  investment  dressing  is  alv 
a  good  investment.  "Build  your  ward 
with  timeless  items  of  superior  qi 
fabrics  and  construction,  and  which 
will  be  comfortable  wearing  year 
year, "  says  Jack  Wu,  founder  and  CE 
outerwear  manufacturer  Rainforest. 

"Always  make  sure  you  have  it 
that   you    know   you    look   good 
feel    good    in,"    concurs    Christo 
Bailey,    creative   director   of   Burb 
"And  then  take  some  risks  to  give 
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"Jack  Victor  suits, 
sportcoats  and 
trousers  are 
elegantly  styled 
and  precision 
tailored  in  the 
most  up-to-date 
and  luxurious 
tabrics.  Particular 
attention  is  always 


important  detail 
in  order  to  make 
certain  that' we j  .; 
offerthe  finest  in  ' 
fashion;  and  value 
atall  times." 
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wardrobe  some  excitement." 

"I  always  suggest  selecting  quality 
garments  when  adding  any  piece  of 
clothing  to  one's  wardrobe,"  says 
Djordje  Stefanovic,  fashion  director  of 
Ermenegildo  Zegna.  "Beyond  that,  I  think 
the  younger,  more  fashion-conscious 
man  should  follow  the  trends  of  the  sea- 
son, while  still  remaining  coherent  to  his 
own  style  and  personality." 

SUIT  YOURSELF 

If  there  is  one  piece  of  clothing  that  is  the 
cornerstone  of  the  business  executive's 
wardrobe,  it  is  the  suit.  And  with  the 
return  to  more  formal  dressing,  suits  are 
de  rigueur  —  morning,  noon  and  night. 
Which  means  a  man  must  have  a  com- 
plete suit  wardrobe,  since  no  one  wants 
to  wear  the  same  suit  five,  or  even  three, 
days  a  week. 

The  overall  watchwords  for  suits  this 
season  are  "dark  and  dressy,"  say  the 
experts.  "It  goes  with  the  new  traditional, 
more  formal  attitude,"  says  The  Doneger 
Group's  creative  director,  David  Wolfe. 

"Dark  and  dressy,"  however,  can  be 
interpreted  many  ways:  A  solid  black  suit 
is  always  a  good  choice,  especially  use- 
ful for  going  from  office  wear  to  night- 
time events.  (In  New  York,  especially, 
black  tie  optional  often  translates  into 
black  suit  and  almost  any  tie.) 

One  also  can  never  go  wrong  with  a 
solid  suit  in  either  navy  or  charcoal  gray, 
both  of  which  afford  enormous  versatility 
and  can  be  enlivened  with  colorful  fur- 
nishings that  help  make  the  suits  "pop." 

But  this  season,  dark  suits  with  strip- 
h  subtle  and  bold,  are  especially 
'or  the  fashion-conscious  execu- 
hmk  our  navy  suit  with  a  fine  soft 
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pearl  stripe  is  the  product  from  our  c 
lection  I  would  consider  the  seasoi 
must-have  item,"  says  Herschel  Victa 

Deeper  colors  with  colorful  accerj 
including  apple  green  and  lilac,  are  t 
hallmark  of  the  first  clothing  collection 
Hield  Brothers,  the  81-year-old  Bnti 
fabric  mill. 

"We  are  focusing  on  deeper  blu 
and  grays  with  very  rich  coloration! 
says  Adam  Freeman,  the  line's  design 
"They  are  beautifully  tied  to  the  seasoi 

Those  men  willing  to  expand  th 
wardrobe  even  further  should  next  c< 
sider  a  suit  in  a  lightish  brown  or  oli 
(which   can   be  especially  flattering 
men  with  darker  skin  tones). 

"It's  important  to  accessorize  the 
kinds      of      suits      properly," 
Corneliani's  Roger  Cohen,  adding  tl 
blue  and  gray  are  often  complement 
colors  to  that  palette. 
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abnc  is  always  an  important  criterion  in  choosing 
the  suit,  but  experts  don't  always  see  things  the 
same  way.  Some  recommend  lightweight  (or  trop- 
ical) wools  that  can  be  worn  practically  all  year  —  a 
plus  for  both  comfort  and  convenience, 
hers,  however,  still  believe  in  the  concept  of  seasonality, 
of  the  character  of  clothing,  and  therefore  the  character 
men  who  wear  it  as  well,  can  best  be  expressed  by  its 
nality  —  its  colors  and  textures,"  says  Hickey  Freeman's 
lorales.  "When  you  go  to  Europe  and  you  see  men  walk- 
wn  the  street  in  a  great  linen  suit  or  light  cotton  suit,  you 
;  that  we're  missing  something  in  America." 
'  fall,  a  pure  cashmere  suit  is  both  the  height  of  sea- 
ty  and  elegance.  So  are  the  to-die-for  flannel  suits  being 
t  by  Armani  Collezioni.  Zegna's  new  Z-Segna  line  uses 
il  stretch  fabrics,  which  provide  a  trimmer  and  more 
rn  silhouette.  Hield's  new  line  will  feature  fabrics  made 
company's  English  mills,  ranging  from  cashmere  to 
:ine  wools. 

lile  women  tend  to  focus  on  hemlines,  men  turn  their 
d  buttons,  as  in  how  many  buttons  there  should  be 
3  suit.  The  two-button  suit,  which  came  back  with  a 
ance  last  season,  is  definitely  sticking  around  —  so  let 
e  space  in  your  closet  with  your  old  friend,  the  three- 
i  model. 

jble-breasted  suits  are  less  of  a  statement,  but  they 
t  disappeared  completely  —  and  they  may  make  a  larg- 
neback  in  2004,  so  if  you  favor  them  you're  already 


For  fall,  a  pure  cashmere  suit 
is  both  the  height  of  seasonality 
and  elegance. 
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"A  watch  does 
more  than  tell  time, 
it  becomes  part  ot 
one's  character.1' 


m 


Stanislas  de  Quercize 
President  and  CEO  of 
Cartier  North  America 


ahead  of  the  curve. 

Vents  also  remain  a  matter  of  some 
preference  —  side  or  center,  it's  your 
call  —  but  the  ventless  suit  is  definitely 
out  of  favor. 

MADE  FOR  EACH  OTHER 

Ask  any  man  what's  at  the  top  of  his 
fashion  wish  list,  and  the  answer  you're 
most  likely  to  hear  is  "custom  cloth- 
ing." Who  doesn't  dream  of  having  a 
suit  (or  shirt)  made  in  your  favorite 
color,  pattern  and  fabric,  not  to  mention 
contoured  exactly  to  the  measure- 
ments of  your  body? 


"Everyone  deserves  to  have  a  custonl 
made   suit  at   least   once   in   his   life, 
says  Dan  McCampbell,  vice  president  (I 
men's  fashion  merchandising  for  Saf<| 
Fifth  Avenue. 

While  there's   no  arguing  with  th<| 
statement,  the  question  remains:   In 
still-shaky  economy,  is  a  custom-madl 
suit  a  foolhardy  purchase?  On  the  su 
face,  the  custom-made  suit  may  seer| 
like  a  true  extravagance  —  given  .a  pncl 
tag  that's  anywhere  from  double  (thl 
average  cost  of  a  custom-made  suit    I 
$3,600)   to  five  times  the  cost  of  a 
off-the-rack  suit.  But  a  custom-made  su 
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My  opinion  has 
always  been  that 
seriously  dressed 
men  take  their 
business  seriously. 


mm  msP  •"■■ 


Giorgio  Canali 
Executive 
Vice  President 
of  North  American 
Operations 
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V  J  ilanese-born  Giorgio  Canali  has  spent  his  entire  professional  life  in  t 
\  /  men's  fashion  industry,  working  at  his  family's  company,  one  of  Ital 
V  leading  manufacturers  of  high-end  tailored  clothing.  As  executid 
vice  president  of  North  American  Operations,  the  38-year-old  Canali  has  on 
mission:  to  ensure  that  American  men  understand  the  importance  of  dressin 
well.  "I  would  like  to  see  all  men  embrace  the  time-honored  tradition  c 
wearing  a  suit,"  he  says.  But  he  also  wants  his  customers  to  remain  fashior 
forward.  "My  greatest  challenge  is  educating  consumers  on  the  new  trends  i 
the  market.  As  manufacturers,  we  take  change  for  granted,  because  we  ar 
constantly  involved  in  the  process." 


is  so  well-crafted  that  it  will  last  for  years 
and  years,  which,  in  reality,  makes  it  a 
wonderful  long-term  investment. 

Financial  considerations  aside,  many 
reasons  exist  for  having  a  suit  made 
exactly  to  your  specifications.  Fit  is  one 
of  them,  but  unless  you  are  unusually 


tall,    heavy  or  oddly   proportioned,   th 
truth   is,  an  off-the-rack  suit  combine 
with  a  good  tailor  will  do  the  trick,  say 
Domemco  Spano  of   Domenico  Spa 
Custom  Tailors  at  Saks. 

The  biggest  advantage  to  going 
extra  yard  and   having  a   suit  custo 
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CANALI  SHOP     Village  of  Merrick  Park,  Miami    tel.  305  446  1499 
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is  to  see  someone 

with  a  great 

suit  and  terrible 

footwear. 

It  just  degrades 

the  whole 

appearance." 

—  John  Stollenwerk 
CEO 
Allen-Edmonds 


Tailored  clothing  manufacturers  are  heralding 
a  return  to  great-looking  tweeds  and  plaids. 


made,  says  Spano,  is  individuality.  "Most 
people  want  a  pattern  that  is  just  theirs. 
They  simply  don't  want  to  look  like  any- 
one else." 

If  you  have  Spano  make  your  suit,  it's 
most  likely  you  will  look  like  a  throwback 
to  the  earlier,  more  elegant  era  of  the 
1920s  and  1930s,  from  which  he  derives 
most  of  his  inspiration.  His  favorite  look 
for  fall  is  a  bold-striped  blue-and-silver 
suit,  which  he  describes  as  "very  George 
Raft"  and  extraordinarily  popular. 

Spano  is  a  fan  of  double-breasted 
suits.  "I  would  say  almost  half  the  suits 
I  make  are  double-breasted.  Most  peo- 
ple tend  to  think  that  a  double-breasted 
suit  is  cumbersome,  but  the  truth  is  it 
is  very  comfortable,"  he  says.  "And  it's 
also  a  fallacy  that  you  have  to  be  natu- 
rally thin  to  wear  one.  I  can  make  it  look 
very  slimming." 

Spano  is  also  adamant  about  using 
the  finest  fabrics  available,  traveling 
frequently  to  Europe  to  discover  the 
newest  and  best  cloths,  from  fine 
cashmeres  to  "super"  wools.  Like 
many  in  the  business,  he's  always  on 
the  lookout  for  lighter-weight  fabrics, 
because  comfort  is  as  important  a  "c" 
word  as  custom. 

Hield  provides  its  own  twist  on  the 
custom  business,  by  sending  cus- 
tomers a  piece  of  suiting  fabric,  either  in 
a  Super  1 00  or  Super  1 20  wool,  that  can 
be  taken  to  the  tailor  of  their  choice  to 
make  a  suit. 


JUST  FOR  SPORT 

One  expected  by-product  of  the  "busi 
ness  casual"  revolution  was  that  mer 
were  supposed  to  stock  their  closet! 
with  sportcoats.  In  most  cases,  tha' 
didn't  happen,  as  men  decided  that  i 
polo  shirt  and  khakis  —  sans  jacket  — 
suited  them  just  fine. 

But  the  hard  truth  is,  no  busines: 
executive's  closet  is  complete  without  < 
sportcoat  or  two.  The  navy  blazer  is  the 
epitome  of  understated  elegance  and  i 
remains  a  must-have  item,  says  Hersche 
Victor.  As  it  always  has,  the  solid  blaze 
looks  equally  appropriate  whether  dininc 
at  the  country  club  or  participating  in  i 
Friday  business  meeting. 

For  fall,  however,  tailored  clothinc 
manufacturers  are  heralding  a  return  t( 
great-looking  tweeds  and  plaids,  primari 
ly  in  cashmere,  cashmere  blends  anc 
nubby  wools.  If  there  is  one  key  word,  i 
is  texture. 

"I  suggest  buying  a  jacket  with  < 
sophisticated  yet  rustic  feel,"  say: 
Doneger's  David  Wolfe.  "  It's  perfect  for  < 
more  casual  business  meeting,  bu 
works  equally  well  on  the  weekends." 

These  blazers  also  allow  you  t( 
expand,  ever  so  slightly,  your  colo 
palette:  light  grays,  browns,  taupes  anc 
even  a  splash  of  burgundy  are  popula 
hues  for  sportcoats. 

For  those  men  who  can  pull  off  < 

truly  casual  yet  sophisticated  look,  Saks'; 

continued  on  page  m 
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SHOE    IN 
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^4^1  Styles  from  business  to  casual,  sizes  6-16  and  widths  AAA-EEE.  Truly  the  widest 

H  fitTl/'\ri/lO  selecti°n  available.  And  with  our  exclusive  Recrafting"  process,  they'll  be  on 

J^LLLIlUIlvJb  the  job  for  a  long  time.  For  a  catalog  and  dealer  near  you,  call  1-800-235-2348. 


Fvr  All    Walks  of  Life"     Made  in  USA 


Shoes  from  top  to  bottom:  Park  Avenue,  Hancock.  Siena 


allenedmonds.com 
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"For  some,  a  bracing  citrus  scent  is  right,  I 
while  for  others,  a  warmer,  woodier  fragrance 
works  best.  I  think  the  best  way  to  select  a 
fragrance  is  similar  to  selecting  a  pair  of  shoed 
—  you  have  to  try  it  on,  see  how  it  feels  and  | 
make  sure  it  suits  your  lifestyle." 


Massimo  Ferragam 
CEO 
Ferragamo  USA 
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START  MAKING  SCENTS 

Even  the  most  sophisticated  man's 
sense  of  smell  is  not  always  as  highly 
developed  as  his  sense  of  style.  But  that 
shouldn't  be  an  excuse  to  avoid  making 
fragrance  an  essential  part  of  one's  daily 
wardrobe. 

"Using  fragrance  should  be  no  differ- 
ent for  a  man  than  a  woman,"  says 
Rochelle  Bloom,  president  of  the 
Fragrance  Foundation.  "Fragrance  is  an 
extension  of  one's  personality;  you  could 
even  say  it  often  defines  the  person  who 
is  wearing  it.  The  way  a  person  smells  is 
part  of  their  self-image.  It  is  often  a  con- 
fidence booster,  as  well.  In  fact,  smelling 
good  leads  to  feeling  good." 

Many  men  are  stymied  by  the  vast 
number  of  fragrances  on  the  market. 
How  many  different  fragrances  should 
they  buy?  "I  think  men  should  have  a 
minimum  of  two  fragrances,  one  for  day 
■nd  one  for  evening,  which  should  be  a 


little  more  sophisticated,"  says  Bloorl 
"The  more  adventurous  man  may  ala 
want  one  for  weekends,  one  for  form] 
occasions,  even  one  for  playing  sportsl 

More  importantly,  how  does  a  m;| 
know  which  fragrance  is  the  right  fil 
grance  for  him?  "Above  all,  a  fragranJ 
should  feel  comfortable,"  says  Massinl 
Ferragamo,    CEO   of   Ferragamo   US 
which    has   just   released    its   newel 
fragrance,    Subtil    Pour   Homme.    "Fj 
some,   a  bracing  citrus  scent  is  rigll 
while  for  others,  a  warmer,  woodier  f 
grance  works  best.  I  think  the  best  wj 
to  select  a  fragrance  is  similar  to  sele 
ing  a  pair  of  shoes  —  you  have  to  try! 
on,  see  how  it  feels  and  make  surej 
suits  your  lifestyle." 

And  it  doesn't  hurt  if  it  suits  one's  si 
nificant  others  —  at  the  office  and 
home.  "I  think  if  people  important  tc 
man  enjoy  how  he  smells,  then  it's  t 
right  one,"  says  Bloom. 
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expression  of 
one's  personality 
and  style  serving 
as  the  ultimate 
complement  to 
the  complete 
wardrobe." 

—  Daniel  Lalonde 
President  &  CEO 
TAG  Heuer 
North  America 
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Their  Favorit* 
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Every  man  has  at  least  one  piece  of  clothing  that  is  his  touchstone  he 

wears  again  and  again.  Fashion  executives  are  no  different.  Here's  what 

the  top  brass  consider  their  top  choices. 

Roger  Cohen,  Corneliani:  A  wonderful  inky  blue,  super  150s, 

three-button  suit  with  a  side  vent. 

Herschel  Victor,  Jack  Victor:  A  superfine  gaberdine  suit 

in  medium  taupe. 

Alexander  Zschokke,  Bruno  Magli:  A  white  shirt. 

I  just  never  get  tired  of  wearing  one,  no  matter  what  the  occasion. 

Jack  Wu,  Rainforest:  My  classic  barn  coat. 

Giorgio  Canali,  Canali:  A  solid  navy  cashmere  tie. 

Christopher  Bailey,  Burberry:  A  trench  coat. 

Djordje  Stefanovic,  Zegna:  An  unlined  vicuna  sportcoat. 


continued  from  page  18 
McCampbell  suggests  adding  a  beautiful 
leather  blazer  to  one's  wardrobe.  "Leather 
continues  to  be  a  big  story  this  fall." 

THE  FLAT-OUT  ANSWER 
With  the  purchase  of  a  sportcoat,  a  man 
next  needs  to  think  about  the  right 
trousers  to  wear.  The  answer  is  not  the 
slacks  from  one  of  your  suits.  Nor  is  it 
khakis.  If  there  is  one  item  that  men 
most  need  to  replenish  this  season,  it's 
the  dressy  trouser. 

Once   again,    that    means    beautiful 

wools  and  blends  that  look  and  feel  as 

elegant  as  any  suit.    Forget   cotton  — 

superfines  and  cashmeres  reign  supreme. 

question  that  remains,  however, 

ieat  or  not  to  pleat? 

Adam  Freeman  has  designed 
-  doul  ^-pleated  pant  —  "pleats  are  very 


English,"  he  points  out  —  that  fits  mo 
snugly  around  the  front.  "It's  very  cle» 
looking.  There's  none  of  that  excess  do 
one  usually  sees  in  pleated  pants,"  he  sav 
On  the  other  hand,  Comeliani's  Rog 

Alien  -Edmondd 
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"...always  look 
for  details:  the 


the  handmade 
construction,  a 

i  r>  i 


and  a  great  pair 
of  Italian  shoes." 

: ,. Alexander  Zschokke 
\  Managing  Director 
BruF^c-Magli 


Canali 


Cohen  favors  single-pleated  trousers. 
"I  think  they  bring  a  modern  touch  to 
the  man's  wardrobe." 

For  his  part,  Hickey  Freeman's  Jon 
Morales  touts  the  beauty  of  flat-front 
pants.  "I  think  it's  a  more  slimming  sil- 
houette," he  says.  "Ironically,  when  I 
started  here  1 5  years  ago,  flat-fronts 
were  all  we  sold.  Many  of  our  cus- 
tomers were  reluctant  to  try  pleated 
pants.  Now  that  they're  used  to  them, 
we're  trying  to  convince  them  to  go 
back  to  the  original  style." 

Wolfe  agrees  that  flat-front  pants  are 
usually  more  slimming,  but  every  rule 
has  its  exception.  "If  you're  not  on  the 
side,  you  may  have  to  try  on  a  lot 
of  flat-front  pants  to  find  the  one  that 
makes  you  look  good,"  he  says.  "It's 
important  to  be  ruthlessly  self-critical." 


FREEDOM  OF  EXPRESSION 

Because  a  man  needs  more  shirts  th 
any  other  single  item  of  clothing  (well,  r 
counting  your  socks  or  underwear),  he  c 
put  a  great  variety  of  colors,  patterns  a 
styles  into  his  wardrobe. 

Not  that  some  don't  stick  to  their 
favorite:  the  classic  white  shirt.  In  fj 
they  remain  Bruno  Magli's  Alexant 
Zschokke's  favorite  piece  of  clothing,  fi 
he's  not  alone  —  no  matter  the  seas 
white  shirts  remain  a  vital  part  of 
man's  wardrobe. 

"The  great  thing  about  a  white  shir 
that  it  can  be  worn  with  everything  ft 
jeans  to  a  sport  jacket  to  a   tuxed 
says  Dan  McCampbell.  "But  a  white 
doesn't  have  to  be  a  plain  white  shii 
can   have  some  wonderful  detailing 
embroidery  to  make  it  special." 
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lude  blues,  purples,  bolder  colors 


ut  white  should  not  be  the 
be-all  and  end-all  of  a  man's 
wardrobe.  While  wearing  a 
"wild,"  "outre"  or  "outland- 
iirt  with  one's  suit  would  be  taking  individuality  to 
jlous,  ill-advised  extreme,  men  can  —  and  should 
Dress  themselves  by  the  particular  shirt  they 
3  to  pair  with  their  suits. 

e  used  to  think  that  the  necktie  was  the  only 
;ory  that  allowed  men  some  creative  expression," 
ohn  Fowler  of  Ike  Behar,  the  luxury  shirtmaker. 
ve  now  think  that  the  elegant  dress  shirt  is  the 
hat  really  sets  a  man  apart  from  his  contempo- 
while  still  working  within  the  construct  of  the 
ate  wardrobe.  The  shirt  really  has  been  in  the 
mt  of  a  man's  accessory  wardrobe  in  this  way 
:he  1970s." 

colorful  dress  shirt  can  really  be  an  exciting  option 
rave  guy,"  says  Doneger's  David  Wolfe, 
ute  shirts  with  bold,  colorful  stripes  add  an  air 
hness  to  a  man's  outfit.  So  do  solid-colored  shirts 
i  well-dressed  man  should  include  all  shades  of 
light  purples  and  even  some  bolder,  deeper 
in   his   closet,   provided   they  coordinate  well 
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with  blacks,  grays  and  navies,  the  basic  Hield's  new  shirts  and  ties  also  will     the  office,  whether  paired  with  jeans 

suit  colors.  feature   lilacs  and   purples,   along   with     sportcoat. 

"We  found  that  shades   of   purple,     strong  blues,  gold,  oyster  and  plenty  of  Men    can    experiment   this   seasi 

specifically  mauve  and  lilac,  turned  out  to     whites,  says  Freeman.  with  a  variety  of  textures  and  weavef' 

be   our  number-one  fashion   color  this  Both   Fowler  and   McCampbell   also     Corneliani's  Cohen  goes  so  far  as  '"c 

year,"  says  Fowler.  note  that  dress  shirts  look  great  out  of     say  a  great  knit  shirt  with  a  patternti 

sportcoat  is  more  than  acceptable  fori 
casual    Friday   when    clients   are  n 
around,   or  for  a   particularly   infornrj 
business  meeting. 

The  other  big  shirt  story  is  the  rela 
gence  of  the  French  cuff.  "The  Fren 
cuff  is  one  of  the  season's  big  trends 
says  McCampbell.  "And  it's  not  limited 
dress  shirts.  Many  of  this  season's  spa 
est  sport  shirts  have  them  as  well." 

That  means  that  men  also  will  be  we 
ing  more  cufflinks  —  for  better  and  won!] 
"I  think  cufflinks  are  going  to  be  fashi 
mistake  number  one,"  says  Wolfe.  "\ 
advice  is,  go  for  restraint.  You  don't  want: 
look  like  Elvis." 


MIXING  IT  UP 

Along  with  shirts,  neckties  have  be 
the  most  traditional  way  for  men 
give  some  individuality  and  persona 
to  their  wardrobe.  "Personalizing  on| 
accessories  is  a  very  important  thi 
for  men  to  do,"  says  Fowler.  "We  v 
be  seeing  a  lot  of  stripes,  especi< 
in  bolder  colors,  and  plenty  of  mi 
colored  wovens  as  well." 


t 


And  this  year,  say  the  experts,  rr 
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:>p  for  fall  at  The  Men's  Store  at  any  Saks  Fifth  Avenue  and  earn  a  Forbes 
/ard  based  on  your  spending  from  October  1  to  November  1 ,  2003. 


Spend  $10,000-$24,999 


>  Receive  a  Forbes  Reward:  A  dinner  cruise  for  two  aboard  the 
Forbes  Highlander  yacht. 

Join  our  other  special  guests  for  a  delightful  evening  on  the  Highlander.  Dinner  aboard 
Forbes'  elegant  151 -foot  yacht  is  always  a  memorable  event.  Guests  enjoy  cocktails  while 
touring  the  yacht,  which  boasts  an  eclectic  art  collection,  a  19-foot  Cigarette,  a  23-foot  Donzi 
and  two  BMW  motorcycles.  The  cruise  in  New  York  Harbor  offers  guests  gourmet  cuisine 
and  striking  views  of  the  Statue  of  Liberty  and  the  New  York  City  skyline. 

Please  note:  Dinner  cruises  depart  from  New  York  City  and  guests  are  responsible  for  their  own 
transportation  to  the  city  and  the  Highlander's  berth  at  Chelsea  Piers. 


Spend  $25 ,000-349, 999 


>  Receive  a  Forbes  Reward:  An  all-expenses-paid  trip  for  two  to 
the  Forbes  Trinchera  Ranch  in  Colorado. 

Trip  includes  Friday  and  Saturday  night  accommodations  at  the  Ranch,  all  meals  and  appro- 
priate seasonal  activities,  plus  round-trip  coach  airfare  and  ground  transportation  to  and  from 
the  Alamosa  airport  in  Colorado. 


U  IP  Spend  $50,000  or  more 

^  >-  Receive  a  Forbes  Reward:  An  all-expenses-paid  trip  for  two  to 

the  Forbes  Chateau  de  Balleroy  in  Normandy. 

Trip  includes  Friday  and  Saturday  night  accommodations  at  the  Chateau,  tours  of  the  artwork, 
gardens  and  lawns  and  all  meals,  plus  round-trip  business-class  airfare.  Forbes  will  reimburse 
recipient  for  car  rental  for  Friday,  Saturday  and  Sunday  to  allow  travel  to  and  from  the  airport 
in  France  and  local  sightseeing.  Recipient  and  guest  will  depart  from  the  U.S.  Thursday,  arrive 
in  France  Friday,  and  depart  for  the  U.S.  on  Sunday. 


se  note:  SFAE  and  Forbes  employees  and  their 
lies  are  not  eligible.  Only  residents  of  the  48 
iguous  United  States  can  participate.  Events 
travel  reward  dates  are  subject  to  scheduling 
ability  at  the  Forbes  properties.  Airfare  must 
nate  from  the  48  contiguous  United  States  only, 
hases  must  be  made  between  October  1  and 
amber  1,  2003.  Deadline  to  enroll  in  the 
ards  program:  November  17,  2003.  Returns 
be  adjusted  in  calculation  of  reward.  Taxes, 
y,  on  the  rewards  are  the  sole  responsibility  of 
ecipient. 


Simply  fill  out  the  registration  card  and  send  it  to  Saks  Fifth  Avenue  with  copies  of 
your  receipts  to  redeem  your  reward.  Deadline  to  enroll  is  November  17,  2003. 

To  claim  your  spending  reward,  check  off  your  spending  level,  fill  out  the  form  on  the 
registration  card  and  mail  the  card  and  copies  of  your  Saks  Fifth  Avenue  receipts  to: 
Saks  Fifth  Avenue  Dressing  Up  America  Rewards  Program 
Attn:  Vice  President  of  Marketing 
12  East  49th  Street,  6th  Floor 
New  York,  NY  10017 


SAKS  FIFTH  AVENUE 
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"Mediocrity  on 
any  level  of  life  or 
business  opens 
up  to  extreme 
competition. 
Success  comes 
in  having  the 


marKeipiace 
see  the  value 
in  trading  up." 

—  Jack  Wu 

Founder  and  CEO 
Rainforest  Inc. 


As  founder  and  CEO  of  Rainforest,  Jack  Wu  knows  the  importance  of  lo 
ing  just  as  good  outside  the  office  as  inside.  And  so  do  his  custome 
who  have  made  Rainforest  one  of  this  country's  leading  outerwear  co 
panies.  The  secret  to  sartorial  success,  says  the  48-year-old  Taiwanese-be 
executive,  is  investment  dressing.  "Build  your  wardrobe  with  timeless  items 
superior-quality  fabrics  and  construction,  items  that  you  will  be  fashional 
comfortable  wearing  year  after  year,"  says  Wu.  "In  fact,  my  favorite  piece 
clothing  is  a  classic  barn  coat,  which  is  why  I've  kept  that  style  in  my  line 
many  years." 


RAINFOREST. 

RUGGl  I)   F.lli.  \\(  I 


si  .ild  go  all  out  in  asserting  their  per- 
son :yle  through  daring  shirt-and-tie 
com  inations.  Yes,  you  can  wear  stripes 
with  ipes,  stripes  with  prints  and  pat- 
terns with  patterns. 

ncourage  men  to  mix  patterned 
shirts  'ith  printed  ties  —  provided  you 
do  it  /vit  i  a  salesperson  who  really  has 


a  great  eye,"  says  Wolfe.  "If  you  try  i 
home,  it  could  spell  disaster." 

"Since  many  men  have  to  stick  v 
dark  and  dressy  suits,  they  must  If 
things  up  with  their  furnishings,"  s 
Morales.  "Why  wear  a  spread-collar  s 
when  you  can  wear  a  cutaway?  V 
wear  a  simple  blue-and-white  check  s 
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"Wearing  a 
suit  leads  to 
self-confidence." 

—  Jon  Morales 
Vice  President 
Hickey  Freeman 


Available  at  SAKS  FIFTH  AVENl 


when  you  can  wear  an  enlarged  ging- 
ham? Why  wear  a  boring  regimental  tie 
when  there  are  great  jacquard  woven 
prints  out  there?  I  am  a  big  advocate  of 
never  being  afraid  of  combining  patterns. 
If  people  see  enough  of  it  out  there,  it 
will  become  more  acceptable." 

Without  question,  Morales  practices 
what  he  preaches.  "One  of  my  favorite 
things  to  do  is  to  go  through  my  closet 
and  dig  through  my  shirts  and  ties  to 
find  out  what  looks  different.  I  think 
when  people  try  to  be  sartorially  safe, 
they  lose  their  expressiveness  And  the 
fact  is,  I  tend  to  get  the  most  compli- 
ments on  what  I  wear  when  I  am  wear- 
ing something  different." 

TOP  OF  THE  ORDER 
Even  though  only  a  small  percentage  of 
your  clients  or  associates  may  ever  see 
ii  coat  —  since  you're  probably  in  the 


office  long  before  everyone  else  — 
remains    an    important    part    of   yoi 
wardrobe. 

For  those  who  do  see  your  coat,  it; 
their  first  impression  of  you,  and  we  I 
know  there  is  no  second  chance  to  maf 
a  good  impression. 

As  with  so  many  other  areas  in  lif 
good  things  come  in  threes  —  and  yo 
coat  wardrobe  will  have  three  comp 
nents:    a    dressy   topcoat/overcoat,  | 
raincoat  and  a  more  casual  jacket. 

The  topcoat  may  be  one  of  your  mcj 
extravagant    purchases,    especially 
you    favor    an     all-cashmere    mod 
"Having   that  touch   of   luxury  in  \ 
wardrobe  is  important  to  most  merj 
says   Corneliani's   Cohen.    "It  signil 
importance  and  wealth." 

Rainforest   CEO    Jack   Wu    rec 
mends  lightly  constructed  yet  tailor  | 
topcoats  in  cashmere  or  cashmere/v 
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HICKEY     FREEMAN 
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"The  art  of  fine 
shirtmaking  isn't 
dead... I  feel  fine!" 

—  Ike  Behar 


I  K  E 

BEHAR 


NEW    YORK 


TAG  Heuer 


blends  in  black,  charcoal  or  vicuna. 

For  raincoats,  technical  fabrications  — 
many  deriving  from  the  activewear 
world  —  are  an  important  component, 
especially  when  mixed  with  cotton. 
These  fabrications,  such  as  Tencel,  make 
the  coats  more  waterproof,  breathable 
and,  in  some  cases,  lightweight.  While 
dark  colors  are  always  appropriate, 
men  can  expand  their  palette  to  include 
earth  tones,  bronzes  and  even  cobalt 
blues,  says  Wu. 

IN  THE  TRENCHES 
The  classic  trenchcoat  also  remains  a  vital 
element  of  a  man's  wardrobe,  says 
Bui  cony's  Christopher  Bailey.  Burberry's 
omes  in  a  variety  of  coat  styles, 
•  !  Mchable  lining,  for 


Available  at  SAKS  FIFTH  AVENt 

winter  warmth,   is  also  available  alon 
with  a  complementary  undercollar. 

Casual  jackets,  which  you  migl 
choose  to  wear  when  you  leave  tie 
office,  run  the  greatest  gamut.  Leathi 
jackets  are  not  as  vital  as  they  have  bet 
in  past  seasons,  but  they  remain  I 
attractive  option.  This  season,  there  a 
some  unusual  twists  on  leather.  Arma 
Collezioni  has  a  magnificent  faux  leath 
jacket  with  an  elephant-hide  finis  j 
Deerskin  is  also  popular  and  extreme 
luxurious. 

Parkas  and  bombers  come  equippi 
with  some  nifty  bells  and  whistle 
Rainforest's  Air  Vantage  jacket  featur 
an  inflatable  lining  that  allows  adjustme 
of  your  warmth  level  without  havin 
remove  the  jacket. 
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We  are  focusing 
on  deeper 
blues  and  grays 


Adam  Freeman 
Designer 
Hield  Brothers 


HIELD 
BROTHERS 


exclusively  at 
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Help  is  on 
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Men  are  not  always  equipped  to  make  the  right  clothing  decisions.  Yet 
they  aren't  always  comfortable  asking  those  closest  to  them  for  advice.  Is 
there  another  way  for  the  fashion-backward  man  to  get  help?  Absolutely, 
say  the  experts. 

V  Look  at  magazine  ads.  In  today's  climate,  companies  are  using  their 
valuable  ad  pages  to  lay  out  their  favorite  and  most  usable  looks  for  the  fall, 
rather  than  creating  so-called  "image"  advertising,  which  is  created  to 
maKe  a  memorable  statement  without  featuring  realistic  looks. 

Pay  attention  to  store  windows  and  displays.  As  with  advertising, 
retailers  are  no  longer  using  "in-store  visual  merchandising"  to  create 
fantasies.  The  clothes  in  the  front  window  or  on  the  mannequin  are  the 
very  ones  you  should  be  buying.  Better  yet,  you  can  get  excellent  ideas 
on  how  to  coordinate  clothes  from  a  specific  collection. 

V  Attend  trunk  shows,  seminars  and  other  events  sponsored  by 
retailers  and  manufacturers  and  never  be  afraid  to  ask  questions.  It's  all 
about  being  part  of  the  solution. 

)►  Talk  to  a  sales  associate  at  your  favorite  store.  These  people 
are  trained  by  both  their  employer  and  the  manufacturer  to  know  every- 
thing about  current  lines,  trends  and  proper  fit.  It  is  not  in  their  best  inter- 
est to  sell  you  something  that  isn't  right  for  you.  Return  business  is  the  key 
to  retail  success. 

►  Watch  television.  Sportscasters,  newscasters,  game  show  hosts 
and  other  male  broadcast  personnel  are  often  outfitted  in  the  most 
current  styles. 


This  season,  men  will  be  dressing 
up  their  outerwear  more  than  ever. 
"Scarves  and  gloves  will  have  more  color, 
including  color  blocking,  which  we  have 
not  seen  in  men's  accessories,"  says 
McCampbell. 

NT  SLIP  UP 

Being  well-dressed  doesn't  just  mean 
being  well-dressed  head  to  toe.  In  fact, 
the  toes  are  often  what  separate  the  truly 


Allen-Edmonds 
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HAND  TAILORED  CLASSIC 
BRITISH  CLOTHtNG 
WITH  A  UNIQUELY 
MODERN  PERSPECTIVE. 
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Most  people  want 
a  pattern  that  is  just 
theirs.  They  simply 
don't  want  to  look 
like  anyone  else/' 

—  Domenico  Spano 
Master  Tailor 
Domenico  Spano 
Custom  Clothiers 


SAKS 


The  elegant  dress  shirt  is  the  item  that  really 
sets  a  man  apart  from  his  contemporaries. 


well-dressed  men  from  the  boys. 

"You  can  have  an  expensive  suit  on, 
but  it's  that  great  pair  of  hand-crafted 
shoes  that  really  make  your  look  distinc- 
tive," says  Alexander  Zschokke,  manag- 
ing director  of  Bruno  Magli. 

"The  worst  thing  is  to  see  someone 
with  a  great  suit  and  terrible  footwear.  It 
just  degrades  the  whole  appearance,"  con- 
curs John  Stollenwerk,  CEO  of  Wisconsin- 
based  shoe  company  Allen-Edmonds.  "I 
really  believe  in  investing  in  good-quality 
footwear.  With  recrafting,  a  good  pair  of 
shoes  can  last  more  than  six  years." 

While  that's  true,  one's  shoe  wardrobe 
should  be  updated  every  year.  Right  now, 
the  wing  tip  is  way  out  of  fashion,  and  the 
right  shoe  for  the  office  is  a  simple  lace-up. 

"We  are  really  seeing  the  resurgence 
of  the  more  formal  dress  shoe  for  work. 
When  the  economy  is  a  bit  challenging, 
people  start  to  dress  up  again,"  says 
Stollenwerk.  "There  is  a  place  for  a  slip-on 
shoe  or  a  boot,  but  I  think  they're  both 
inappropriate  in  the  workplace." 

"I  think  we've  gotten  to  the  place 
where  dress  shoes  are  dress  shoes  and 
casual  shoes  are  casual  shoes,"  agrees 
Joseph  Molinaro,  creative  director  for 
Bruno  Magli.  "In  the  '90s,  everyone  was 
focusing  on  one  shoe  that  did  everything 
—  the  rubber-bottomed  shoe  that  went 
from  work  to  play.  But  I  think  it  proved  to 

leither  fish  nor  fowl." 

'all  200?.  models  from  Bruno  Magli 
feature  an  elongated  last.  "It  follows  the 


more  formal  tailoring  of  the  clothir 
says  Molinaro.  "It  makes  for  a  little  clc 
fit,  but  it's  not  at  all  uncomfortable." 

A  DAY  OF  REST 

The  smart  businessman  should  have 
least  two  pairs  of  black  shoes  handy 
they  can  be  rotated  on  a  daily  basis 
third  pair,  either  in  brown  or  burgundy, 
also  desirable;  it  makes  a  nice  accom 
niment  to  blue  or  gray  suits. 

"Shoes  should  be  worn  for  only  o) 
day  and  then  allowed  to  rest,"  sa 
Molinaro,  adding  that  it's  not  just  ab 
preventing  odor,  but  making  your  shaj 
last.  "And  it's  really  important  to  ke 
them  on  wooden  shoe  trees." 

If  one's  business  involves  going  tc 
lot  of  black-tie  occasions,  a  separate  p 
of  shoes  for  those  formal  events  is 
necessity.  Stollenwerk  and  Molin? 
both  prefer  the  ultra-traditional  pate 
leather  shoe,  but  have  no  objection 
either  a  very  elegant  lace-up  in  a  p 
ished  finish  or  a  grosgrain  model, 
more  understated,  but  still  very  stylisl 
says  Molinaro. 

WATCH  WHAT  HAPPENS 

While  there  may  be  areas  of  a  ma 
wardrobe  where  he  can  be  a  II 
budget-conscious  —  will  anyone  re 
know  if  your  socks  cost  $3  or  $30?  — 
watch  isn't  one  of  them.  No  matter  h 
much  those  $10  knockoffs  on  Cc 
Street   might   look   like  the   real  thi 
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SPANO 


DISCOVER 
DOMENICO  SPANO, 
RENOWNED,  MENSWEAR 
DESIGNER  AND 
MASTER  TAILOR. 
EXCLUSIVELY  AT 
SAKS  FIFTH  AVENUE 
NEW  YORK. 
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"A  MAN'S  STYLE  IS 
HIS  MIND'S  VOICE." 

RALPH    W  A  I.  DO  EMERSON 
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wearing  one,  even  to  mow  the  lawn,  is 
strictly  forbidden.  Your  watch  does  more 
than  tell  time,  it  tells  the  world  what  kind 
of  man  you  are. 

"Select  the  timepiece  that  best  repre- 
sents yourself  and  your  personal  values," 
says  Daniel  Lalonde,  president  and  CEO  of 
TAG  Heuer  North  America.  "We  see  TAG 
Heuer's  core  values  as  prestige,  precision 
and  performance,  and  we  have  found  that 
our  customers  embrace  the  very  same  val- 
ues they  find  in  our  watches." 

"When  you  have  a  luxury  watch  on,  it 
shows  not  only  that  you  value  yourself,  it 
shows  you  value  the  people  you  are 
with,"  says  Stanislas  de  Quercize,  presi- 
dent and  CEO  of  Cartier  North  America. 
"  It  is  a  sign  of  love  —  either  from  the  per- 
son who  bought  it  for  you  —  or  that  you 
love  yourself.' 

Not  surprisingly,  Quercize  sees  the 


watch  as  the  single  most  important  pie 
of  a  man's  wardrobe.  "It's  much  mc 
than  accessory,  it's  part  of  your  legac 
he  says.  "Your  watch  will  last  much  lont 
than  your  suit.  In  fact,  I  tell  people  to  si 
with  the  watch  and  buy  a  suit  to  matcrj 
While  you  could  start  with  such  Caril 
classics  as  the  Tank  or  Santos,  this  s 
son's  innovations  include  the  Roadsl 
Chronograph,  which  is  the  first  wa 
that  comes  with  interchangeable  me 
and  leather  straps.  "It's  two  watches 
the  price  of  one,"  says  Quercize. 
wonderfully  sturdy,  yet  very  elega 
which  makes  it  equally  good  for  jogginc 
the  park  or  going  to  a  black-tie  dmne 
He  is  also  excited  about  the  m 
Collection  Prive,  a  group  of  12  watch 
Will  anyone  really  buy  all  of  them?  "Y 
more  and  more  people  are  into  collect 
watches,"  says  Quercize. 
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ALABAMA 

BIRMINGHAM  (205)  298-8550 
ARIZONA 

PHOENIX  (602)  955-8000 
CALIFORNIA 

BEVERLY  HILLS  (310)  275-4211 

CARMEL-BY-THE-SEA  (831)  624-6300 

FASHION  VALLEY  (619)  260-0030 

LA  JOLLA  (858)  551-6100 

MISSION  VIEJO  (949)  347-5100 

PALM  DESERT  (760)  837-2900 

PALOS  VERDES  (310)  265-2600 

PASADENA  (626)  396-7100 

SAN  FRANCISCO  (415)  986-4300 

SANTA  BARBARA  (805)  884-9997 

SOUTH  COAST  PLAZA  (714)  540-3233 

COLORADO 

DENVER  (303)  393-6333 

CONNECTICUT 

GREENWICH  (203)  862-5300 

STAMFORD  (203)  323-3100 

FLORIDA 

BAL  HARBOUR  (305)  865-1100 

BOCA  RATON  (561)  393-9100 

DADELAND  (305)  662-8655 

FORT  LAUDERDALE  (954)  563-7600 

FORT  MYERS  (239)  489-0980 

NAPLES  (941)  592-5900 

ORLANDO  (407)  812-4500 

PALM  BEACH  (561)  833-2551 

PALM  BEACH  GARDENS  (561)  694-9009 

SARASOTA  (941)  364-5300 

TAMPA  (813)  371-5100 

GEORGIA 

ATLANTA  (404)  261-7234 

ILLINOIS 

CHICAGO  (312)  944-6500 

HIGHLAND  PARK  (847)  681-5100 

OLD  ORCHARD  (847)  676-3450 

INDIANA 

INDIANAPOLIS  (317)  816-0171 

LOUISIANA 

NEW  ORLEANS  (504)  524-2200 


MARYLAND 

CHEVY  CHASE  (301)  657-9000 
MASSACHUSETTS 

BOSTON  (617)262-8500 

MICHIGAN 

TROY  (248)  643-9000 

MINNESOTA 

MINNEAPOLIS  (612)  333-7200 

MISSOURI 

KANSAS  CITY  (816)  931-6000 

ST.  LOUIS  (314)  567-9200 

NEVADA 

LAS  VEGAS  (702)  733-8300 

NEW  JERSEY 

RIVERSIDE  SQUARE  (201)  646-1800 

SHORT  HILLS  (973)  376-7000 

NEW  YORK 

GARDEN  CITY  (516)  248-9000 

NEW  YORK  (212)  753-4000 

SOUTHAMPTON  (631)  283-3500 

WALT  WHITMAN  MALL  (631)  350-1 100 

OHIO 

BEACHWOOD  (216)  292-5500 

CINCINNATI  (513)421-6800 

COLUMBUS  (614)  430-3500 

OKLAHOMA 

TULSA  (918)  744-0200 

OREGON 

PORTLAND  (503)  226-3200 

PENNSYLVANIA 

BALA  CYNWYD  (610)  667-1550 

PITTSBURGH  (412)  263-4800 

SOUTH  CAROLINA 

CHARLESTON  (843)  853-9888 

HILTON  HEAD  (843)  341-2088 

TEXAS 

AUSTIN  (512)231-3700 

DALLAS  (972)  458-7000 

FORT  WORTH  (817)  590-3500 

HOUSTON  GALLERIA  (713)  627-0500 

SAN  ANTONIO  (210)  341-4111 

VIRGINIA 

RICHMOND  (804)  320-6960 

TYSONS  GALLERIA  (703)  761-0700 


WEB  LISTING 

SAKS  FIFTH  AVENUE 
www.saksfifthavenue.com 

Allen-Edmonds 
www.allenedmonds.com 

Armani  Collezioni 
www.armanicollezioni.com 

Bruno  Magli 
www.brunomagli.com 

Burberry 
www.burberry.com 

Canali 
www.canali.it 

Cartier 
www.cartier.com 

Corneliani 

www.corneliani.com 

Domenico  Spano 
www.saksfifthavenue.com 

Ermenegildo  Zegna 
www.zegna.com 

Ferragamo 
www.ferragamo.com 

Hickey  Freeman 
www.hickeyfreeman.com 

Hield  Brothers 
www.hield.co.uk 

Ike  Behar 
www.ikebehar.com 

Jack  Victor 
www.jackvictor.com 

Rainforest 
www.rainforest.com 

Tag  Heuer 
www.tagheuer.com 


FOR  MORE  INFORMATION:  PLEASE  CALL  1-800-347-9177   •   7AM  TO  MIDNIGHT  EST 
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A  /ith  a  quarter  century's  worth  of  experience  in  the  men's  fashion 
I  \  I  industry  —  including  stints  at  Barney's  New  York  and  Hugo  Boss  — 
I  V  Roger  Cohen,  president  of  Corneliani  USA,  has  seen  it  all.  Right  now, 
s  extremely  happy  to  see  men  dressing  up  again.  "I  love  walking  up  from  my 
age  on  Park  Avenue  and  seeing  so  many  well-dressed  men  on  the  streets, 
aring  suits  and  ties,"  he  says.  Cohen,  54,  can  sometimes  be  seen  in  his 
orite  piece  of  clothing  —  "a  wonderful  blue  super  150s,  three-button  suit 
h  a  side  vent"  —  but  admits  he  may  need  to  retire  it  soon. 


Lalonde  recommends  TAG  Heuer's 
tavia  Calibre  11,  which  is  sporty  and 
gant;  the  sophisticated  Carrera 
ronometer  in  18-karat  gold;  and  the 
ssic-look  Monza  Rose  Gold. 
No  matter  what,  both  men  agree 
t  the  executive's  watch  wardrobe 
)uld  never  be  limited  to  just  one 
lepiece.    "Italian    men    have   seven 


watches  on  average;  to  them  that's  a 
symbol  of  elegance,"  Quercize  says. 
"While  that  may  not  be  necessary,  I 
think  having  only  one  watch  your  whole 
life,  the  way  some  Americans  do,  is 
very  strange.  I  don't  think  wearing 
the  same  watch  you  got  for  your  bar 
mitzvah  or  wedding  really  reflects  well 
on  you  as  a  businessman."  I 
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The  Cost  of  Being  Rich 

Vhile  the  overall  Consumer  Price  Index  climbed 
:.l%  over  the  last  12  months,  FORBES'  index  of 
2  luxury  goods  climbed  an  average  7.3%. 

Y  JODY  YEN  WITH  RESHMI  BASU  AND  BILL  BOYCE 


2002 


2003 


Change 


lermes  purse,  Kelly  bag,  calfskin,  rigid,  28  centimeters  Popular- 
zed  by  Grace  Kelly  in  1956,  this  bag  is  still  in  high  demand. 

$4,150  $5,450  31% 


atek  Philippe  classic  men's  gold  watch  As  the  price  of  gold 
ncrcases,  so  do  the  prices  of  Patek  watches. 

$10,800  $13,650  26% 

Ilympic  swimming  pool  (50  meters)— Mission  Pools,  Escondido, 
*alif.  Travel-leery  consumers  create  bigger  demand  for  stay-at- 
lome  activities. 


$963,000      $1,050,000 


9% 


4otel:  two-bedroom  suite  with  park  view— Stanhope  Park  Hyatt, 
'Jew  York,  N.Y.  After  getting  a  $6.5  million  renovation,  its 
jrices  were  upgraded  too. 

$1,090  $1,140  5% 

Flowers  in  season,  arrangement  for  six  rooms,  changed  weekly, 
monthly  cost— Christatos  &  Koster,  New  York,  N.Y.  Aft,er  three 
(rears  of  flat  prices,  demand  for  flowers  is  blooming  once  again. 

$7,215 $7,431  3% 

Cigars,  Aniversario  No.  1,  Dominican  Republic,  25  cigars— 
Dayidoff,  New  York,  N.Y.  Antismoking  legislation  and  sin  taxes 
have  kept  cigar  purchasers  at  bay. 

$738  $738 0% 

Face-lift— American  Academy  of  Facial  Plastic  &  Reconstructive 
Surgery,  New  York,  N.Y.  Despite  an  aging  baby  boomer  popula- 
tion, a  new  face  doesn't  cost  any  more  than  it  did  last  year. 

$12,500  $12,500  0% 

Thoroughbred  yearling  average  price— at  Keeneland  Summer 
Select  Sale,  Lexington,  Ky.  Mare  Reproductive  Loss  Syndrome 
canceled  July  sales,  but  prices  are  expected  to  rise  sharply  at 
September^  Keeneland  sale. 

$487,184  NA 
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For  more  Cost  of  Living  information,  go  to  www.forbes.com/clewi. 
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Educati 

Eli  Broad  built  two  corporate 
empires  and  a  $4  billion  fortune. 
Now  for  a  real  challenge:  fixing 
inner-city  schools.  •  By  Neil  Weinberg 


Ell  Broad.  1S  worth  4  billion  bucks.  He  launched  two  com- 
panies onto  the  New  York  Stock  Exchange  and  vaulted  himself 
onto  FORBES'  list  of  the  400  richest  Americans.  A  world-class  art 
collector  and  a  civic  pillar  of  Los  Angeles,  he  globe-trots  in  a  Gulf- 
stream  IV  jet  and  pals  around  with  the  political  and  business  elite. 

Yet  two  days  short  of  his  seventieth  birthday  in  June,  Broad 
made  his  way  through  Los  Angeles'  edgy  South  Central  area,  past 
streets  teeming  with  prostitutes,  gang  graffiti  and  razor  wire.  His 
destination:  Figueroa  Elementary  School,  for  a  ceremony  cele- 
brating a  new  citywide  afterschool  arts  program. 

Broad  (rhymes  with  "load")  put  up  $500,000  as  one  small  step 
in  his  idealistic,  seemingly  impossible  crusade  to  fix  the  nation's 
broken  inner-city  schools.  Since  1999  Broad  and  wife  Edythe  have 
contributed  $400  million  to  the  Broad  Foundation  for  public  educ- 
tion reform,  and  pledged  a  few  hundred  million  more  to  medical  re- 
search and  foster  care.  With  their  two  sons  grown  and  prosperous, 
they  vow  to  give  most  of  their  fortune  to  charity,  eventually. 

The  way  Broad  sees  it,  the  big  problem  in  education  is  that 
principals  and  administrators — typically  former  teachers  with 
scant  business  training — are  overwhelmed  trying  to  run  their  or- 
ganizations and  aren't  focusing  effectively  on  education  and  aca- 
demic achievement.  Train  them  in  the  same  management  skills 
used  at  the  best  companies — and  replace  laggards  with  savvy  out- 
siders — and  the  entire  system  could  improve  sharply. 

Thus  his  foundation  runs  programs  that  teach  new  school- 
board  members  how  to  govern  big  organizations.  He  draws  high 
achievers  from  outside  of  education  to  train  for  new  careers  as 
district  superintendents.  1  le  funds  apprenticeships  for  aspiring 


principals  and  attracts  newly  minted  M.B.A.S  and  lawyers  to  big 
city  school  management  jobs.  Broad  even  woos  unions,  trying  t 
get  them  to  embrace  performance-based  pay  schemes,  such  a 
those  that  tie  teachers'  pay  to  students'  test  scores.  "I  want  to  givtj 
back,  and  I  also  have  a  big  ego,"  Broad  says.  "I'd  rather  be  recog 
nized  for  doing  good  than  for  just  making  money." 

No  question,  the  needs  are  sizable.  Students  in  urban  centers  la 
woefully  behind  their  suburban  peers  in  a  debilitating  cycle.  By  fourth 
grade  half  of  city  kids  can't  read  at  even  a  basic  level  (versus  38%  na 
tionally).  Math  skills  are  below  the  most  basic  level  for  more  than] 
two-thirds  of  inner-city  eighth  graders.  Dropout  rates  among  mi- 
norities, who  dominate  enrollment  in  urban  districts,  can  be  double 
that  of  white  students — or  even  higher.  In  New  York  City,  the  nation': 
largest  district,  40%  of  schools  don't  meet  federal  standards. 

Many  reform  initiatives  address  teaching,  but  Broad  says  this 
focus  on  the  bottom  level  of  the  system  makes  no  sense.  To  him, 
reforming  school  districts  from  the  classroom  up  makes  no  more 
sense  than  it  would  to  try  revamping  NASA  by  tweaking  the  inte- 
rior of  the  space  shutde.  The  answer,  he  insists,  lies  in  good  gov- 
ernance, strong  management  and  better  people  running  the  show. 
"These  are  huge  enterprises,"  he  says  of  urban  school  districts. 
"You  don't  start  at  the  bottom.  You  start  at  the  top." 

America  spends  $400  billion — or  about  4%  of  gross  domestic 
product — on  its  public  schools,  and  for  this  ton  of  cash  it  gets  an 
education  system  that  is  divisive,  poorly  run,  politicized  and  in- 
tentionally fragmented  for  patronage  purposes.  The  system  is 
balkanized  into  16,000  districts,  most  of  them  governed  by  what 
Broad  describes  as  a  hodgepodge  of  well-meaning  parents,  inter- 
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est  groups  and  political  hopefuls.  Standing  in  front  of  an  audience 
recently,  he  put  his  hand  on  a  stack  of  school  board  minutes  and 
declared  that  not  one  page  was  devoted  to  student  achievement.  In- 
stead, boards  spend  their  time  picking  out  building  colors  and  fix- 
ing football  field  lighting. 

Most  district  superintendents  are  trained  teachers  but  must 
run  multimillion-dollar  budgets,  haggle  with  unions  and  spend 
face  time  with  parents,  teachers  and  politicians.  Little  wonder  they 
now  last  an  average  of  only  four  years  on  the  job.  In  big  cities, 
principals  jump  from  crisis  to  crisis,  devoting  little  time  to  acade- 
mics, National  Center  on  Education  &  the  Economy  research  has 
found.  "He  has  the  right  idea,"  says  U.S.  Education  Secretary  Rod- 
erick Paige  of  Broad,  a  close  ally  "Governance  of  many  schools  is 
such  that  you  turn  the  steering  wheel  but  the  vehicle  doesn't  turn." 

Sensible  as  Broad's  strategy  sounds,  getting  big  education  to 
buy  in  is  the  real  test,  as  many  would-be  reformers  have  discov- 


d  Intentions 


Walter  Annenberg  stood  in  the 
White  House  Roosevelt  Room  in 
December  1993  and  announced  one 
of  the  biggest  gifts  in  American  his- 
tory: $500  million  to  improve  public 
education. 

A  decade  later  the  half-billion 
(plus  another  $600  million  in 
matching  grants)  is  all  spent.  The 
result:  "In  sad  fact,  for  all  the 
improvement  his  generosity  has 
brought,  he  might  as  well  have 
joined  Ted  Turner  [a  big  U.N.  con- 
tributor] and  poured  his  dollars  into 
the  sea,"  wrote  Chester  Finn,  presi- 
Thomas  8.  Fordham  Foundation,  which  did  a  detailed  study  of  the 
Anneri&E 

For  r  !j£'  reformers  the  lesson  is  clear:  Nothing  less  than  top- 

to-bottom  like  recent  mayoral  moves  in  several  big  cities  to  wrest 

control  from  hool  boards— will  incite  lasting  improvements.  Instead, 


in  Philadelphia 
a  district  so  bat 
$25  million  to  $5 
Annenberg's  effor 
schools.  They  also 
chalked  up  some  v.- 

"I  think  ihey'vi 
national  coordinate 
"They've  learned  to  be 

Thus  the  Bill  &  Me!r 
agement  and  build  small 
school  management;  and  N 
slotted  for  reading  in  Mississipj. 


ctly  to  existing  programs  and  got  swallowed  by 
-  it  over  in  2001.  In  New  York  and  Chicago 
vere  simply  too  small  to  have  much  impact, 
elated  academic  gains  and  create  smaller 
<  f  millions  of  dollars  in  added  money  and 
for  philanthropists  who  have  followed, 
•ns  from  us,"  says  Mary  Neuman, 
lenge,  of  new  education  charities, 
a  bunch  of  initiatives  at  once." 
aims  to  improve  school  man- 
ad  Foundation  focuses  on 
Barksdale's  $100  million  is 
-N.W. 


ered.  A  century  ago  upper-crust  do-gooders  replaced  corrupt 
ward  bosses  with  professional  school  managers.  In  time  the  sys- 
tem mutated  into  a  lethargic  bureaucracy.  Two  decades  ago  a 
report  tided  "A  Nation  at  Risk:  The  Imperative  for  Educational 
Reform"  created  a  new  sense  of  crisis,  yet  little  has  changed  since. 
"Rich  white  guys  have  been  doing  this  [trying  to  reform  educa 
tion]  for  a  long  time,"  says  Jeffrey  Mirel,  a  University  of  Michigan 
professor  of  education  and  history. 

Broad  admits  the  last  thing  he  wants  is  to  become  another 
Walter  Annenberg,  the  late  TV  Guide  publishing  mogul  whose 
giant  1993  gift  to  public  education  disappeared  with  hardly  a  trace 
(see  box).  "I  don't  think  there's  been  as  much  progress  as  he  de- 
served," Broad  says  delicately.  "We'll  write  checks,  too,  but  you've 
also  got  to  work  hard  to  get  value  in  this  field." 

Eli  Broad  is  a  precise  man  who,  even  semiretired  from  the  cor- 
porate world,  daily  dons  a  suit  and  arrives  by  8  a.m.  at  his  office  in 
west  L.A.  Its  walls  bear  paintings  by  Robert 
Rauschenberg  and  Jasper  Johns,  part  of  one  of  the 
richest  private  art  collections  in  the  world.  Born  in 
the  Bronx  and  raised  in  Detroit,  Broad  attended  pub- 
lic schools,  graduating  in  1951  from  the  then-excel- 
lent Detroit  Central  High  School.  He  earned  an  ac- 
counting degree  and  at  20  became  the  youngest 
person  ever  to  pass  Michigan's  CPA  exam,  then  kept 
the  books  for  business  clients,  including  home 
builder  Donald  Kaufman. 

Kaufman  soon  made  Broad  a  partner,  and  they 
built  the  business  on  cheap  homes,  eliminating  base 
ments  and  other  frills.  By  the  late  1950s  Kaufman  & 
Broad  Building  Co.  (later  KB  Home)  was  selling  hun- 
dreds of  houses  in  Detroit's  burgeoning  suburbs. 
The  company  went  public  in  1961  and  moved  to  Los 
Angeles  two  years  later.  Broad  eventually  took  over 
and  acquired  Sun  Life  Insurance  of  America,  ex- 
panding it  into  retirement  savings  and  $100  billion 
in  assets  under  management.  When  AIG  paid  $18 
billion  for  the  renamed  SunAmerica  in  1999,  Broad 
pocketed  $3.4  billion  for  his  19%  stake. 

Though  he  has  lived  in  LA.  for  40  years,  he  has 
held  on  to  his  midwestern  accent.  Dubbed  the  city's 
"cultural  rainmaker"  by  Los  Angeles  magazine,  he 
became  the  top  underwriter  of  the  city's  Museum 
of  Contemporary  Art,  led  the  push  to  save  Disney 
Hall  and  in  June  pledged  $60  million  to  the  Los  An- 
geles County  Museum  of  Art.  He  also  is  a  wheel  in 
the  Democratic  Party.  Yet  he  has  bucked  party  or- 
thodoxy by  supporting  performance-based  pay  and 
charter  schools,  allying  with  a  Republican,  former 
mayor  Richard  Riordan,  to  reform  L.A.  schools. 

A  longtime  California  university  trustee,  Broad 
shifted  his  focus  to  primary  and  secondary  education 
in  1998  after  hosting  a  score  of  educators  for  two 
days  of  talks  at  his  plush  home  in  Brentwood.  He 
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Some  of  the  most 
ardent  resisters 

r 


principals 
and  teachers. 

Broad  woos 
them  all. 


credits  one  of  the  lesser-known  guests,  a  veteran  principal  named 
Nancy  Ichinaga,  as  having  the  biggest  impact  on  his  thinking.  She 
told  of  taking  over  the  Bennett- Kew  Elementary  School  in  the  low- 
income  Inglewood  section  in  1974,  when  its  kids  were  scoring  in 
the  bottom  3%  on  reading  tests.  She  rejected  faculty  excuse-mon- 
gering  (with  its  veiled  racist  overtones),  ignored  California's  bilin- 
gual teaching  mandate  and  put  students  through  intensive  English- 
language  reading,  writing  and 
math  classes.  In  a  few  years  Ben- 
nett-Kew  ranked  among  top 
achievers  on  state  tests.  "Nancy 
showed  me  that  if  you  give  me  a 
good  principal,  I'll  give  you  a 
good  school,"  he  says. 

In  1999  he  set  up  the  Broad 
Foundation  with  a  $100  million 
grant,  later  kicking  in  $300  mil- 
lion more.  Good  timing:  Last  year 
President  Bush  signed  the  No 
Child  Left  Behind  Act,  which 
forces  states  to  improve  academic 
performance  or  risk  losing  con- 
trol of  schools.  Elsewhere,  the 
Broad  Foundation  has  joined  the 
Department  of  Education  and  private  funders  in  a  national  rollout 
of  Standard  &  Poor's  School  Evaluation  Service.  In  use  in  Pennsyl- 
vania and  Michigan  since  2001,  it  links  school  performance  and 
spending  to  produce  a  "return  on  resources"  rating.  "What  we  bring 
to  the  table  is  the  ability  to  look  beyond  the  anecdotes,  emotions  and 
politics  and  make  decisions  based  on  data,"  says  William  Cox,  who 
runs  the  S&P  service. 

Broad  also  is  allying  with  a  new  guard  of  big-city  school  lead- 
ers receptive  to  his  tough-minded  approach.  In  New  York,  Boston, 
Detroit,  Cleveland  and  Chicago,  mayors  have  grabbed  control  of 
school  districts  from  elected  boards,  bringing  in  fresh  blood  to  run 
them.  New  York  tapped  Joel  Klein,  a  superstar  litigator  who  de- 
feated Microsoft  on  behalf  of  the  U.S.  government  in  its  epic  anti- 
trust trial  :  \  les'  superintendent  is  former  Colorado  Gover- 
nor Roy  R<  >unty,  Fla.,  which  includes  Jacksonville, 
retired  A  i    !                    General  John  Fryer  is  in  command. 

The  Bi>  iking  with  all  these  leaders,  en- 

listing their  Li<  -  Broad's  management  programs 

and  using  their  (fices  to  train  recruits.  Broad 

notes  that  the  n..  i  disl  ricts  educate  9  million 

kids,  or  about  20'  'hat  means  some  400 

board  members  ha  over  <  ducational  perfor- 

mance. In  July  Broad's  !  vied  its 

second  session  for  new  ,ro. 

gram  tor  new  mayors  and 
dozen  hoard  members  at  a  t 
school  budgeting  contract  ti 

The  foundation's  i  en 
tential  new  school  system 


admiral,  a  biotech  chief  executive  and  a  Goldman  Sachs  analyst 
through  ten  months  of  weekend  sessions  in  student  achievement 
management  and  politics.  Five  graduates  switched  careers  to  be 
come  superintendents  or  senior-level  staffers.  Oakland,  Calif.  an< 
Charleston,  S.C.  appointed  superintendents  this  summer  who  at 
tended  Broad  Foundation  programs.  Broad's  newly  launched  Res 
idency  in  Urban  Education  brings  fresh  graduates  in  fields  lik< 
business  and  law  into  big-city  school  systems  for  tw« 
years  of  training  and  mentoring,  followed  by  publi 
education  careers. 

In  San  Diego  the  foundation  helped  design  anc 
fund  medical-style  residencies  in  which  aspirin] 
principals  mix  course  work  with  in-school  appren 
ticeships.  Fully  35  of  the  39  participants  to  date  art 
working  as  principals  or  vice  principals.  Once  ii 
place,  they  are  measured  against  peers  to  gauge  pro 
gram  effectiveness.  Early  tests  indicate  students  ii 
the  13  schools  run  by  Broad  graduates  are  improvinj 
more  quickly  than  are  other  students  in  taking  Cal 
ifornia  Academic  Performance  Index  tests. 

"The  finance  and  personnel  skills  needed  to  rui 
a  large  institution  are  not  something  people  pick  uj 
as  a  teacher,  principal  or  assistant  superintendent, 
says  Alan  Bersin,  a  former  U.S.  Attorney  and  the  su 
perintendent  of  schools  in  the  city  of  San  Diego.  "Unless  we  ere 
ate  an  infrastructure  for  professional  development  of  teachers] 
we'll  continue  to  have  a  system  that  lacks  focus." 

To  Broad,  New  York,  with  1 . 1  million  students,  has  the  mosi 
exciting  reform  program  in  the  U.S.  The  Broad  Foundation  helpec 
cofund  its  $4.7  million  Children  First  strategic  review,  which  ha 
led  to  cutting  a  5,000-strong  central  bureaucracy  in  half,  installin) 
a  single  curriculum  across  32  disparate  fiefs  and  freeing  schools  o 
duties  like  overseeing  bussing  and  serving  food.  "We're  trying  t< 
move  from  a  civil  service,  bureaucratic  model  to  a  performance 
based  one,"  says  Klein.  "There  are  resisters  who  figure  they  cat 
wait  it  out,  but  with  mayoral  control  I  think  we  can  do  it." 

Some  of  the  most  ardent  resisters  run  the  unions  for  prin 
cipals,  teachers  and  administrators,  but  Broad  woos  them  any 
way.  He  has  offered  a  grant  to  the  progressive  Teacher  Unioi 
Reform  Network,  and  in  Denver  he  has  backed  a  union-sup 
ported  program  that  pays  teachers  bonuses  when  students  per 
form  well  on  standardized  tests.  But  in  Michigan,  the  cradle  o 
S&P's  evaluation  service,  the  National  Education  Associatioi 
affiliate  vehemently  opposed  the  program.  In  New  York  th< 
United  Federation  of  Teachers  withdrew  early  support  fo 
Klein  when  his  budget  cuts  began  to  bite.  Principals  havi 
blocked  incentive  pay. 

"I  have  a  lot  more  confidence  in  what  Eli  will  achieve  witl 
governance  and  management  than  in  labor  relations,"  says  Paige 
the  U.S.  secretary  of  education.  "We're  not  there  yet,  but  at  sorm 
point  the  public  will  run  out  of  patience."  Broad  is  undaunted 
"  1  've  never  been  afraid  of  failure,"  he  says,  "and  the  worst  thing  tha 
ran  happen  is — nothing  changes."  • 
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When  it  comes  to  investing,  we  at  the  Marsico  Funds  believe  that  the  dreams  that 
grow  outside  your  portfolio  are  what  matter  most.  Our  inspired  approach  to  investing 
and  dedication  to  discipline  may  help  you  achieve  your  hopes  and  dreams.  It's 
an  approach  that  we  belieVe  in  —  enough  to  invest  in  our  funds  right  along  with 
you.  Because  we  too  have  hopes  and  dreams.  For  more  complete  information  about 
hi  <t  is  itti  Fiends;  including  fees  and  expenses,  call  888-860-8686  or  visit 
im\rsicofuii<is.com  for  a  prospectus.  Please  read  it  carefully  before  investing. 
Mutual  fluid  investing  involves  risks,  including  the  possible  loss  of  principal. 
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Powerful   enough   to   make  your  heart  race.   Quiet  enough   to   hear  the  beat.   Introducing   Rainier.™ 
ing  ar>   available   290-horsepower  V8.  The  comfort  of  standard   leather  appointments.  The  serenity  of  Buick's 
exclusive  QuietTuning™   All   styled   by  the  studio  where  the  world's  greatest  car  designer  hung   his  hat. 
Peaceful.    Powerful.    Rainier.    It's    a    brand-new    Buick. 


BUICK 


THE   SPIRIT  OF  AMERICAN    STYLE' 


Visit  www.onstar.com  for  system  information  and  details. 
Find  out  more  at  buick.com-    £  2003  GM  Corp.  All  rights  reserved. 
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But  sex  appeal  is 
Palms  caters  to  a  different  .1 
for  its  slot  machines,  generou 


:i  -mile  west  of  the  Las  Vegas  Strip,  has 
young  adults.  The  Palms  exudes  sex, 
tchin    I  i  its  "playpen"  bacheloi 
Shn  i  season  of  theft 
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It  S  a  JlOt,  dry  night  in  the  Nevada  desert,  and  George 
Maloof  Jr.  can  scarcely  contain  his  glee.  Peering  down  from 
V.I. P.  cabana  at  Skin,  the  poolside  lounge  at  his  family's  Palm! 
Hotel  &  Casino,  Maloof  smiles  at  the  debauchery  unfolding  below. 
Painted  in  green  and  purple  lights,  a  dozen  bikini -clad  bomb- 
shells from  two  of  Las  Vegas'  biggest  strip  clubs  frolic  in  the  water. 
Hundreds  of  young  partygoers  sip  expensive  cocktails  and  dance 
imps  out  the  latest  hip-hop  hits. 
Just  another  night  in  Sin  City,"  shrugs  Maloof,  the  39-year-old 
tor  of  the  Palms.  "The  true  spirit  of  Las  Vegas  is 
in  p  »  people  don't  want  attractions.  They  want  to 

drink,  da  ;  a  good  time." 

Und  lance,  the  Palms,  which  opened  in  No- 


Who  needs  Renoirs 
and  roller  coasters? 
In  Vegas  it's  all  about 
the  simple  pleasures. 
By  Matthew  Miller 


114      I    0   K   B   E  S  ■  Octobei  6, 


),  are  worth  at  least  $1  billion,  according  to  FORBES  estimates. 

Maloof  s  timing  for  the  Palms  couldn't  be  more  perfect.  Vega 
in  the  midst  of  an  image  makeover.  In  the  1990s  casino  opera  J 
tors  made  a  concerted  effort  to  sell  the  city  as  a  family  destina  j 
tion.  Deeper-pocketed  competitors  like  Steve  Wynn  and  Sheldo 
Adelson  built  lavish  theme  resorts  anchored  around  expensive  all 
tractions,  from  ancient  Egypt  (the  Luxor)  and  Renaissance  Euj 
rope  (the  Venetian)  to  big  art  collections  (the  Bellagio). 

But  sin  never  left  the  desert.  City  marketers  have  since  abanl 
doned  their  efforts  to  portray  Vegas  as  a  Disney  on  Dice,  and  ail 
once  again  enticing  visitors  with  hedonistic  slogans,  such  as  "Vega  J 
What  happens  here,  stays  here." 

All  of  which  plays  perfecdy  into  Maloof  s  hand.  Though  sma  j 
by  Vegas  standards — only  430  rooms,  7  restaurants,  3  nightclubs- 1 
the  Palms  is  producing  solid  returns.  Maloof  expects  to  earn  $5 
million  in  operating  profit  from  the  Palms  this  year.  Unlike  it 
highly  leveraged  competitors  on  the  Strip,  the  Palms  carries  ver 
little  debt  on  its  balance  sheet,  generating  a  20%  pretax  return  o  | 
Maloof  s  $265  million  investment. 

The  Palms  is  just  the  latest  score  by  the  Maloof  clan.  It  all  bega  j 
in  1892,  when  George's  grandfather  Joseph  Maloof  opened  a  grc 
eery  store  in  New  Mexico  after  emigrating  from  Lebanon.  His  fa 
ther,  George  Maloof  Sr.,  steered  the  business  into  wine  and  liquc 
distribution,  banking  and  hotels.  By  the  time  George  Sr.  died  i  | 
1 980,  he  had  become  one  of  New  Mexico's  richest  men. 
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George  MaSoof  Jr. 


Steve  Wynn 


In  1985  George  moved  to  Las  Vegas  to  study  hotel  manage- 
ment and  play  football  at  UNLV.  The  experience  wasn't  entirely 
academic.  "I'd  go  to  class,  play  football,  eat  and  then  go  gamble 
until  two  in  the  morning,"  he  admits.  "I  played  every  game  in 
every  casino.  I  learned  what  it  was  like  to  place  a  bet  and  lose." 

After  graduating,  Maloof  persuaded  his  family  to  buy  a  plot  of 
land  in  the  north  end  of  Las  Vegas  for  a  modern  casino  targeted  at 
local  gamblers  called  the  Fiesta.  By  the  late  1990s  Maloof  had  turned 
the  Fiesta  into  a  locals'  favorite.  The  key:  program- 
ming his  slot  machines  to  give  players  better  odds  of 
winning. 

"George  knows  his  customer,"  says  Anthony 
Curtis,  a  former  pro  gambler  and  publisher  of  the 
newsletter  Las  Vegas  Advisor.  "He  knows  he  has  to 
give  local  gamblers  a  feeling  of  entitlement  if  he  ex- 
pects them  to  play  his  machines." 

Slots  make  up  70%  of  the  Palms'  gambling  rev- 
enues (for  casinos  on  the  Strip,  it's  much  lower),  and 
at  least  60%  of  the  property's  profits  (for  public  Strip 
casino  hotels,  it's  about  30%).  Though  frowned 
upon  as  downscale,  the  machines  are  less  susceptible 
to  foul  play,  are  cheaper  to  operate  and  provide  a 
more  predictable  revenue  stream  than  table  games 
like  blackjack  and  craps.  They  also  serve  as  a  hedge 
against  high  rollers  who  can  win  six  figures  in  just  a 
few  hours  at  the  tables. 

"I'm  obsessed  with  slots,"  Maloof  confesses.  So 
obsessed,  his  cell  phone  receives  hourly  updates  on 
how  many  people  are  playing  his  2,000  machines. 

Maloof  sold  the  Fiesta  in  2001  to  gaming  con- 
glomerate Station  Casinos  for  $180  million.  He  used 
the  proceeds  to  build  the  Palms.  His  dream:  creating 
a  casino  that  would  attract  locals  and  indulge  his 
other  passion — the  bachelor  life. 

Both  markets  are  ripe.  Las  Vegas  has  become  one 
of  America's  fastest-growing  cities,  with  more  than  60,000  people 
moving  to  the  city  and  its  suburbs  each  year.  More  than  1 1  million 
people  under  the  age  of  40  visit  Las  Vegas  every  year. 

On  a  recent  Wednesday  afternoon  the  west  side  of  the  Palms 
casino  floor  looks  more  like  a  senior  center  than  a  gambling  hang- 
out. Amid  flashing  lights,  gray-haired  gamblers — most  of  whom 
live  within  5  n  the  Palms — feed  dollars  into  game-show- 

themed  slot  mat  h  i  i  iff  the  casino  floor,  several  patrons  are 

lining  up  to  pi  keno.  Others  are  cashing  in  bonus 

points  from  their  freqi  ■  er  cards. 

On  the  cast  side,  th,.  vr.  Across  from  the  Playboy 

slots  looms  the  "wheel  ol  This  summer  a  flaxen-haired 

siren  named  Amanda  lured  to  place  bets  on  whether  the 

wheel  would  stop  on  il  edhead  (at  most  casi- 

nos the  wheel  stops  on  \  u  ion  U     k-nominations).  On 

weekends,  when  Amanda  spur,  game's  drop) — in- 

dustry jargon  lor  money  .  I  500%. 

lust  oil  the  casino  floor  il  .  cavernous  dance 


club,  girls  in  skimpy  outfits  descend  from  the  ceiling.  A  flame) 
thrower  spews  fire  above  the  pulsating  mass  dancing  on  the  flo 
below.  High  up  on  the  55th  floor,  in  a  Palms  lounge,  cocktail  wail! 
resses  ply  the  floor  in  tight  white  miniskirts,  their  every  move 
ment  accented  by  black  light.  A  glass-floor  balcony  allows  revelei) 
to  gaze  straight  down  on  the  action  at  Skin,  below. 

When  he  persuaded  MTV  to  film  its  Real  World  reality  show£ 
the  Palms  in  early  2002,  Maloof  spent  $1  million  converting  si 


Casino  Royals 


With  a  little  gambler's  luck,  George  Maloof  Jr.  may  one  day 
join  these  casino  moguls  on  The  Forbes  400. 


Member 

Casino 

Net  Worth 

Carl  Icahn 

Stratosphere 

$7.3  billion 

Kirk  Kerkorian 

MGM  Grand 

$5  billion 

Donald  Trump 

Trump  Taj  Mahal 

$2.5  billion 

Sheldon  Adelson 

The  Venetian 

$1.8  billion 

Phillip  Ruffin 

The  New  Frontier 

$750  million 

Wynn  Las  Vegas  (under  construction)        $650  million 
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rooms  into  an  oversize  luxury  suite.  It  was  money  well  spent:  Th 
Palms  was  beamed  into  millions  of  homes  for  six  months.  Toda 
the  Real  World  suite,  which  can  go  for  up  to  $10,000  a  night,  is  en 
joyed  by  high  rollers  and  rock  stars  alike. 

Celebrities  play  a  big  part  in  Maloof  s  marketing  scheme.  Thei 
mere  appearance  in  the  hotel  brings  in  the  guests.  "Seeing  Pink  o 
Britney  Spears  or  Shaq  makes  their  whole  trip,"  he  says.  Maloof  oi 
fers  the  Real  World  suite,  along  with  other  perks,  to  encourag 
celebrities  to  stay  at  the  Palms.  To  entice  athletes,  Maloof  outfitte 
special  NBA  suites  widi  extra-long  beds  and  high  showerheads. 

As  for  George  Maloof,  he  may  be  as  Jekyll-and-Hyde  as  hi 
hotel.  Though  he  insists  he  leads  a  "boring"  life,  it  is  often  fodde 
for  tabloids.  He  dates  Playboy  Playmates,  but  spends  Sundays  i 
the  office  after  church.  "What  I'm  most  proud  of  is  the  fact  that  m 
casinos  have  been  responsible  for  2,500  jobs,"  he  says.  "That  in  il 
self  is  enough  to  motivate  me  to  not  screw  up." 

Provided  he  doesn't  screw  up,  Maloof  will  have  another  thin 
to  be  proud  of:  membership  in  The  Forbes  400.  I 


If  we  are  what  we  eat, 
the  future  is  looking  beautiful 


For  100  years,  ADM  has  worked  with  innovative  food  companies  and  the  American  farmer 

find  natural  ingredients  that  boost  taste  and  improve  health.  Right  now,  ADM  is  providing  heart-healthy 

latives  with  foods  from  soy.  And  on  the  horizon  are  vegetable  oils  that  help  you  curb  fat  and  lose  weight. 

Soon,  a  sensible  diet  will  be  something  we  can  all  live  with,  in  more  ways  than  one. 

Nature  has  answers.  Is  anyone  listening? 

Yes. 


THE  NATURE  OF  WHAT'S  TO  COME" 


eart  disea 


years  before  it  strikes. 


ou  see  it? 


usiness.  Where  deep  analysi  a  into  lifesaving  insight.  Treatment 

doesn't  have  to  wait  for  symptoms.  Preventative  tre  :an  be  customized,  based  on  genetic 

makeup.  Here,  medical  providers  predict,  sense  and  better  respond  to  patients'  needs,  on  demand. 

At  IBM,  we're  bringing  to  the  table  a  unique  combination  of  industry  experience,  deep  business 
insight  and  powerful,  proven,  enabling  technologies.  Behind  one  clear  vision,  we're  helping  our 
customers  drive  a  new  standard  of  productivity,  effectiveness  and  innovation.  In  short,  delivering 
esults.  On  demand  business.  Get  there  with  .iness  on  denjj 


ibm.com/ondemand 


IBM.  the  e-business  logo  and  e-business  on  demandire  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States 
and/or  other  countries.  ^2003  IBM  Corporation.  Aftrigt^ts  reserved. 
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Arriviste 

Can  a  multilevel-marketing  tycoon  blend  in  with  the  equestrian  set 

By  Josephine  Lee 


It's  race  day  at  Belmont  Park  in  New  York  and  the  grand- 
stands are  packed.  Despite  the  cold  June  rain,  celebrities  like 
Steven  Spielberg  and  Michael  Bloomberg  are  braving  the 
weather  to  watch  a  three-year-old  gelding  named  Funny  Cide 
run  in  the  Belmont  Stakes,  the  final  leg  in  horse  racing's  Triple 
Crown.  Funny  Cide  has  already  won  the  Kentucky  Derby  and 
the  Preakness  Stake-  tory  here  would  be  history-making. 

Few  horses  win  the  Tri]  wn;  a  gelding  has  never  done  it. 

Sitting  among  the  'her  creature  defying 

the  odds:  a  multilevel  ;  >  ny  A.  Troutt.  Troutt 

is  the  co-owner  of  WinSt  ,  Ky„  .1  Thorough- 

bred breeder  that  daim  ,  its  foals.  With  its 

towering  sycamores  and  roi  grass,  WinStar 

smacks  of  wealth  and  a   sloe 
finishing  touch  to  Trom. 

"1  am  living  a  dream,"  sig 

Indeed.  Troutt  has  come  a  i 


•  1  ves  a^  the 
hous- 
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ing  projects  where  he  spent  his  childhood.  Since  purchasin 
WinStar  four  years  ago,  Troutt  has  embedded  himself  amon 
the  cultured  gentry  of  the  horse  business,  the  people  he  becam 
so  enamored  with  as  a  teenager  toiling  as  a  groom  at  a  two-b 
track  in  Illinois. 

That  was  a  long  time  ago.  Today  the  55-year-old  rani 
among  the  nation's  many  billionaires  who  struck  it  rich  dui 
ing  the  1990s  tech  boom.  Like  many  of  his  nouveau  rich 
brethren,  Troutt  found  the  Thoroughbred  life  irresistible,  fror 
the  white-pillared  mansions  and  grand  cupola-topped  barns  t 
the  lush  Kentucky  estates  that  have  been  lorded  over  for  genei 
ations  by  blue-blooded  families. 

But  Kenny  Troutt's  blood  is  anything  but  blue.  The  son  ( 
a  bartender,  Troutt  got  a  partial  scholarship  to  Souther 
Illinois  University.  He  wanted  a  more  ivy-colored  existence. ' 
grew  up  very  poor,"  he  recalls.  "Getting  rich,  that  was  m 
whole  focus  in  life." 


I 


enny  Troutt 
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Kenny  Troutt 


His  big  chance  came  in  the  late  1980s,  when  he  started  buy- 
ing and  then  selling  long-distance  phone  time.  For  six  months 
he  trolled  parking  lots  and  street  corners,  signing  up  customers. 
Eventually  Troutt  gathered  enough  information  to  validate  his 
business  plan,  which  employed  an  Amway-like  marketing  net- 
work, thus  jump-starting  Excel  Communications. 

His  timing  couldn't  have  been  better.  The  telecom  industry 
was  in  the  throes  of  deregulation,  creating  a  heyday  for 
born  salesmen  like  Troutt.  By 


1996,  the  year  Troutt  took 
Excel  public,  the  company  was 
pulling  in  $1.4  billion  in 
sales.  In  1998  he  sold  Excel  to 
Montreal-based  Teleglobe  for 
$3.5  billion  (including  debt). 
Troutt,  who  owned  50%  of  the 
company,  walked  away  with 
$1.5  billion  in  cash  and  stock 
and  later  headed  for  Kentucky. 

For  all  his  successes  and 
newly  minted  millions,  Troutt 
is  still  awestruck  by  the  sport's 
ruling  elite.  He's  outwardly 
thrilled  to  be  hobnobbing 
with  them:  "I  have  gotten  to 
meet  the  Phippses,"  he  blurted 
to  this  reporter,  in  awkward 
disbelief. 

Apart  from  his  multilevel- 
marketing  credentials,  Troutt 
represents  a  new  breed  of  Thor- 
oughbred owner.  Armed  with 
business  plans,  quarterly  budget 
projections  and  sophisticated 
machinery,  they  are  changing  a 
sport  that  used  to  be  nothing 
more  than  an  expensive  pastime 
for  gentlemen. 

"There  was  a  time 
people  got  involved  in  tl 
game,"  recalls  Bol 


Funny  Cide 


Deep  Pockets  Required 

The  Thoroughbred  business  demands  a  stout 
heart  Entry  costs  are  prohibitive;  the  risks,  high 


$20,000 

acre  of  prime  Kentucky  bluegrass 

$75,000 

stud  fee  for  a  champion  stallion 

$500,000 

mare  of  high  pedigree 


I  111 


because  they  loved  the 
SP-'  .mager  of  Paris,  Ky.-based 

Stonerside  Stable.  ,  jn  the  horse  busi- 

ness for  more  than  •  ihout  the  love  for  the 


horses  and  the  pi. 
something  you  tra 
Making  mone; 
WinStar.  Troutt  sp 
plan.  He  runs  it  much 
ings  with  his  trainer, 
Mating,  yearling  sales  and 
agers  arc  to  Com< 

and  improve  efficiencies,  \ 
evei  \  horse  by  trackinj 
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ieone  else,  it  was  not 

ends  to  do  with 

WinStar's  business 

tnonl       neet- 

i  lsto<  k  agent. 

sed;  man- 
ner costs 
ns  of 
.  moneA 


spent  on  medication  and  the  number  of  hours  spent  on  train, 
ing.  The  farm  has  also  acquired  a  hyperbaric  chamber,  nor 
mally  used  to  treat  divers  suffering  from  decompression  sick 
ness.  The  pure  oxygen  pumped  into  the  chamber  is  believer 
to  speed  the  recovery  time  for  a  racehorse  that  has  worke» 
up  a  sweat. 

In  the  past  four  years  Troutt  and  his  partner,  Willian 
Casner,  have  spent  $70  million  on  horses,  land  and  improve 
ments.  Troutt  kicked  in  an  additiona 
$35  million  just  on  horses.  To  generate  rev 
enue,  Troutt  sets  aside  three  dozen  mare 
whose  offspring  are  automatically  sold.  On 
sale  was  Funny  Cide,  whose  recent  track  sue 
cess  has  been  a  boon  for  WinStar.  WinStai 
owns  Funny  Cide's  sire,  a  stallion  name* 
Distorted  Humor. 

The  Belmont  race  was  almost  a  Seabiscui 
moment  for  Funny  Cide,  which  came  ii 
third  over  the  1  ^-mile  distance,  five  length 
back.  Still,  the  flirtation  with  the  Tripl 
Crown  will  likely  more  than  doubl 
Distorted  Humor's  2004  stud  fee,  which  wa 
$20,000  this  past  breeding  season. 

"I'm  convinced  you  can  make  a  lot  o 
money  doing  this,"  says  Troutt.  The  odds  ar 
against  him.  Most  Thoroughbred  farms  ar 
lucky  to  return  5%  to  10%  annually,  am 
that's  after  a  ten-year  startup  period.  Trout 
believes  that  he  can  achieve  a  profit  in  as  lit 
tie  as  five  years.  Troutt  claims  WinStar  turnec 
cash  flow  positive  in  its  second  year  of  oper^ 
ation.  "I  try  as  much  as  I  can  to  take  the  emo 
tional  part  out  of  the  equation,"  says  Troutt 
a  tanned  and  athletic  man  who  look 
younger  than  he  is.  "If  you  get  hung  up  oi 
emotions  and  you  don't  have  a  business  plar 
you  will  lose.  And  once  you  start  losin 
money,  it  just  takes  the  fun  out  of  it." 
Maybe  a  financial  success  would  win  hin 
more  legitimacy  with  the  silver-spoon  set.  "I  am  not  expectin 
these  people  to  be  my  friends,"  he  shrugs.  "I  may  never  be 
part  of  that  group.  But  I  am  honored  when  I  meet  them." 

Last  year  Troutt  bought  a  mansion  in  a  tony  neighborhooi 
along  North  Broadway  in  Saratoga  Springs,  N.Y.,  next  door  ti 
William  S.  Farish,  the  U.S.  ambassador  to  the  U.K.  He's  als< 
building  a  Georgian-style  house  in  native  limestone  at  th 
1 ,450-acre  WinStar  Farm ,  where  he  plans  to  spend  much  of  th 
spring  and  fall  to  coincide  with  the  racing  seasons  there.  H 
has  won  a  spot  on  the  board  of  trustees  of  the  prestigiou 
Thoroughbred  Owners  &  Breeders  Association.  He  appeared  ii 
a  commercial  that  has  aired  for  the  Greatest  Game,  an  industr 
.ram  that  promotes  Thoroughbred  ownership. 
Says  Troutt,  "Sometimes  I  just  have  to  pinch  myself."      I 
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American  Traditions 


r\e  things  are  best  When  they  have  a  numerous  market  rotations.  This  perspective  allows  them 


to 


prise  inside.   Not  your  investments.  keep  our  funds  on  course  for  the  long  term.  To  learn  more, 


please  call  your  advisor  or  visit  www.americancentury.com. 


n  you  choose  a  value  fund,  you  expect  it  to  perform  like 


Lie  fund.  Which  is  why  our  funds  are  managed  to  ensure 


consistency.  They  let  you  build  a  balanced  portfolio 


confidence.  Our  seasoned  managers  have  been  through 


You  11  find  the  way  we 

Duration 

Equity 
Income 

(TWEIX) 

S&P500 

manage  our  value  funds 

1  Year 

4.84% 

0.25% 

3  Yea  rs 

11.92% 

-11.20% 

says  a  lot  about  our 

5  Years 

8.47% 

-1.61% 

Life  of  Fund 

14.20% 

10.75% 

(7/31/94) 

values  as  a  company. 

(as  of  6/30/03) 

fcrmanee  is  no  guarantee  of  future  results  Investment  returns  and  principal  values  may  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 

•ent  performance  information,  please  call  us  or  visit  itnviv.ainericancentury.com. 

•sented  reflect  past  performance  and  are  no  guarantee  that  the  advertised  performance  may  he  repeated  or  consistently  achieved  in  the  future  Performance  over  a  bngei  period  of 

tore  meaningful  than  short-term  performance.  Data  assume  reinvestment  of  all  dividend-  and  capital  gams.  Performance  reflect-  Investor  Class  shares.  For  information  about 

s,  pk-ase  consult  the  prospectus.  S&P  500  data  provided  by  Upper.  Inc. 
P  500  Index  is  a  capitalcation-weighted  index  of  500  widely  traded  stocks.  Created  by  Standard  &  Poor's,  it  is  considered  to  represent  the  performance  of  the  slock  market  in 
It  is  not  an  investment  product  azailablefor  purcliase. 

■all  1-877-44-AMCEN  for  a  prospectus  with  more  complete  information,  including  charges,  expenses  and  minimums.  Be  sure  to  read  it  carefully  before  you  invest 
money. 
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Oriental  Pearl  Tower 


_ao  Tower 


An  international  property  project  based  in  Shanghai  Chi 
tallest  river-view  house  in  China,  and  two-time  winner  of  P 
will  be  exhibiting  in  the  United  States  in  September.  Celebri  la 
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Shimao  Riviera  Garden 


Artist  Impression 


»d  in  the  Great  World  Guinness  Book  of  Records  as  the 
property  sales  award  in  Shanghai.)  —Shimao  Riviera  Garden 
affluent  individuals  are  warmly  invited  to  attend! 

<Kt  Macy's  Plaza  711    South  Hope  Street  Los  Angeles 
Airport  1333  Bayshore  Highway  Burlingame 


Riviera  Garden  merged  with  the  night  view 
ist  side  of  Huangpu  River 


ive  Agency: 


The  Bund-Shanghai,  China 

StephenfST(310)265-6057(^9t&i&) 

NancySyt»(626)964-8302(&t£fi*J|taE) 
Tel:  Tony*«(T-l4)356-2899(««ifelH) 
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Vindication 

Patrick  Soon-Shiong  is  tantalizingly  close  to  a  cancer  breakthrough 
with  huge  implications.  So  why  do  so  many  people  want  to  see 

him  fail?  •  By  David  Armstrong 


Dr.  Patrick  Soon-Shiong  has  been  called  ruthless 
and  a  headline-grabber.  As  a  scientist  he  has  been  criticized  for 
hyping  his  research  results;  as  a  drugmaker  he  has  been  accused 
of  ripping  off  investors.  Short-sellers  have  boldly  bet  against 
him,  risking  huge  losses.  Even  his  own  brother,  an  early  backer, 
sued  him  for  fraud  and  fired  him — twice — from  the  company 
they  started.  Their  skirmishing  lasted  two  years  and  destroyed 
their  relationship. 

Yet  Soon-Shiong,  chairman  and  controlling  shareholder  of 
publicly  held  American  Pharmaceutical  Partners,  endured  the 
blows  and  has  been  largely  exonerated — in  the  meantime,  rising 
to  billionaire  status.  Credit  his  immovable  faith  in  the  promise 
of  an  experimental  cancer  treatment  dubbed  Abraxane. 

Ten  years  in  the  making,  Abraxane  aims  at  making  Taxol,  the 
world's  bestselling  chemotherapy  drug  for  cancer,  far  more  potent 
with  far  less  severe  side  effects.  Each  dose  contains  millions  of  mol- 
ecules of  paclitaxel  (generic  Taxol)  embedded  in  submicroscopic 
balls  of  human  protein  that  are  only  a  hundredth  the  size  of  a  red 
blood  cell.  The  protein  in  these  nanoparticles,  albumin,  carries  the 
drug  safely  through  the  bloodstream  so  it  can  slip  through  the  leaky 
vessels  inside  tumors  and  kill  cancerous  ceils  in  a  concentrated  rush. 
And  because  it  has  stripped  out  one  of  chemo's  most  toxic  com- 
ponents, it  can  be  given  in  higher  doses— yet  be  administered  in 
only  one-sixth  the  time,  with  I  ■    r  side  efifet  is 

The  Food  &  Drug  Administration  has  granted  fast-track  sta- 
tus to  Abraxane  and  could  app  il  by  early  2004.  Results  o( 
late-stage  clinical  trials  could  be  ithinm 

is  the  culmination  of  my  career's 
"This  will,  for  the  Brsl  time,  unit 
compound.' 


Moreover,  if  Soon-Shiong's  concept  of  "hiding"  Taxol  insidj 
teensy  spheres  of  protein  wins  clearance,  he  hopes  to  use  it  simli 
ilarly  for  other  drugs  that  treat  cancer  and  other  diseases.  l| 
Abraxane  gets  approved,  APP  will  immediately  begin  producl 
ing  the  chemo  and,  Soon-Shiong  hopes,  his  legions  of  skepticl 
will  finally  just  go  away. 

Paclitaxel,  sold  for  years  as  Taxol  by  Bristol-Myers  SquiMJ 
and  now  by  generic  firms  as  well,  generates  $2.1  billion  a  yea:l 
Analysts  say  that  Abraxane  could  gross  $25  million  to  $40  mil  j 
lion  in  its  first  year  alone.  A  consultant  hired  by  American  Phar  I 
maceutical  Partners  has  given  Abraxane  an  80%  chance  of  sue  I 
cess  and  pegged  the  value  of  APP's  license  to  make  and  sell  th  j 
drug  at  $1  billion.  Frenzied  investors  have  bid  APP's  market  valul 
up  250%  in  the  past  year,  to  $2.4  billion  or  ten  times  the  revenul 
it  generates  from  its  main  business  of  selling  generic  injectablB 
drugs.  Soon-Shiong,  who  owns  52%  of  APP  through  his  80°/ [ 
stake  in  its  privately  held  parent,  American  Bioscience,  has  see  I 
his  worth  jump  to  $1.1  billion,  up  from  $390  million  sine 
December  200  l's  IPO. 

Of  course,  the  delivery  system  could  flop  or  suffer  long  delay.  1 
Drug  hunters  have  been  trying  for  years  to  create  similar  protein  ju 
encased  "packages"  for  delivering  potent  drugs,  mosdy  unsuccesi 
fully.  The  FDA  has  agreed  to  look  at  Abraxane  as  a  chemical  equi\ 
alent  to  Taxol  but,  depending  on  the  trial  results,  could  ordtw 
Soon-Shiong  to  conduct  massive  new  trials.  But  the  bar  is  low:  Th  i 
drug  need  only  be  slightly  more  effective  than  Taxol  or  a  bit  le;  j" 
harmful.  And  early  results  are  upbeat:  In  an  ongoing  midstage  tri;  I 
oi  100  breast  cancer  patients  who  failed  to  respond  to  tradition;  JM 
therapy,  6  of  the  first  28  patients  reporting  have  seen  the  j 
tumors  shrink  by  half.  One  woman's  tumor  disappeared  completel  v 
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Patrick  Soon-Shiong 


But  Soon-Shiong's  results  to  date  have  done  little  to  quiet 
those  who,  he  claims,  have  been  trying  to  bring  him  down  for 
years.  Questions  about  the  drug's  clinical  trials  and  allegations  of 
supposed  self-dealing  between  Soon-Shiong's  two  companies, 
American  Bioscience  (which  owns  Abraxane)  and  American 
Pharmaceutical  Partners  (which  will  make  and  sell  it),  have 
attracted  short-sellers  by  the  boatload.  In  April,  with  APP  stock 
trading  in  the  $12  range,  every  single  freely  tradable  share  of  APP 
had  been  sold  short  by  speculators  betting  the  price  would  fall. 
Now  APP  trades  at  $37,  and  short  interest  is  down  to  58%  of 
shares  outstanding. 

"I'm  confident  the  science  is  sound,"  says  Soon-Shiong. 

He  has  spent  much  of  his  life  dealing  with 
doubters.  Soon-Shiong  was  born  in  South  Africa 
in  1952  to  parents  who  had  fled  China  during 
World  War  II.  Soon-Shiong  attended  the  Univer- 
sity of  Witwatersrand's  medical  school  on  a 
scholarship,  graduating  fourth  out  of  189.  As  one 
of  the  first  nonwhite  surgical  residents  at  Johan- 
nesburg's General  Hospital  on  staff,  he  earned 
$1,000  a  month,  half  the  rate  of  his  white  peers. 
His  first  patient,  a  white  Afrikaner,  initially 
refused  to  let  Soon-Shiong  treat  him. 

By  1983  he  had  joined  the  faculty  of  UCLA's 
medical  school  and  gained  a  reputation  for  taking 
on  difficult  cases.  At  age  34  he  performed  the 
school's  first  whole  pancreas  transplant,  saving  the 
life  of  a  diabetic  woman.  He  was  asked  to  start 
UCLA's  transplant  program  but  preferred  to  look 
for  less  invasive  alternatives  to  treat  diabetes.  Soon- 
Shiong  hit  upon  an  emerging  technique  of  trans- 
planting islets,  the  cells  that  produce  insulin  inside 
the  pancreas. 

Researchers  had  been  exploring  islet  trans- 
plantation since  the  mid-1970s  without  much 
luck.  Almost  invariably,  antibodies  would  oblit- 
erate these  cells  before  they  had  the  chance  to 
spew  out  much  insulin.  But  in  1987  Soon-Shiong 
id  found  a  way  to  protect  the  islets,  by 
side  capsules  made  from  a  gel 


and  curb  their  side  effects.  He  already  had  begun  tinkering  with 
cancer  drugs,  research  that  later  would  yield  Abraxane  and  caus< 
a  nasty  fight. 

In  1993  the  Ft)A  approved  human  trials  of  Soon-Shiong': 
diabetes  approach.  The  first  patient  for  the  islet  cells  encapsu- 
lated in  seaweed  was  a  severe  diabetic  who  had  been  injecting 
insulin  for  30  years.  Operating  at  St.  Vincent's  Medical  Center  it 
Los  Angeles,  Soon-Shiong  cut  a  2-inch  slit  in  the  patient'; 
abdomen  and,  over  30  minutes,  literally  poured  in  10,000  algi- 
nate capsules. 

It  worked.  The  patient  was  able  to  walk  unassisted  and,  afte; 
being  weaned  off  insulin  for  9  months,  went  a  full  30  days  with- 


Remakin 
^ancer ' 


Pharmaceutical  companies  large  and  small  are  racing  to  develop  new 
drugs  to  fight  cancer,  but  it  will  be  hard  to  beat  paclitaxel.  Derived  from 
the  bark  of  the  Pacific  yew  tree,  it  is  the  most  widely  used  chemotherapy 
agent  around,  despite  the  fact  that  in  its  current  state  it  is  mixed  with  a 
toxic  solution  to  make  it  injectable.  These  companies  are  looking  not  to 
discover  a  new  drug  but  to  make  a  proven  cancer  drug  even  better. 


Company 


Drug 


Comment 


Sonus  Pharmaceuticals    Tocosol 


Paclitaxel  combined  with  vitamin  E 
to  make  it  more  tolerable.  In 
midstage  trials.  Promising. 


Cell  Therapeutics 


Xyotax  Inactive  paclitaxel  attached  to  a 

biodegradable  polymer;  paclitaxel 
detaches  and  activates  at  tumor  site. 
Encouraging  data. 


Neopharm 


LEP 


Covers  paclitaxel  in  liposomes  to 
protect  it  from  degradation;  appears  ti 
tumor  cells  as  source  of  nutrition. 
Early-stage  trials.  Legal  tangle  with 
licensee  Pharmacia  has  delayed 
development. 


Ivax 


oungsur- 

geoii  i 

cur 

ingdi.' 

i 

to  have 

them  va! 

Paxoral  Oral  version  of  paclitaxel  eases  entry 

into  the  bloodstream.  Needs  to  be 
combined  with  immunosuppressives. 
Midstage  trials. 


EIUKM1 


PEG-paclitaxel    Covalent  bond  inactivates  paclitaxel 
but  deteriorates  over  time,  releasing 
the  compound  near  tumor. 
Suspended  in  early-stage  trials. 


Sources:  Nymble  Investor  Biotech  Monthly;  Punk  Ziegel  &  Co;  companies. 


says  Dr.  M I 

By  1991  So 
VivoRx  to  pursin 
older  brother,  T(  : 
put  in  $2.5  million 
Shiong  was  also  fixated  • 
inside  biologically  acth  ( 


.  th 

l,  starting  ailed 

with  help  from  his 

eso       ho    lyshe 

oon- 

■  hugs 

oi  theirpower 


out  an  injection.  Elated,  Soon-Shiong  hit  the  network  newscast 
TV  talk  shows  and  diabetes  conferences,  gaining  quasicelebrir 
status — before  bothering  to  publish  his  results  in  a  peer-reviewe< 
medical  journal.  That  rankled  colleagues  who  had  yet  to  see 
results  he  would  publish  months  later  in  the  journal  Lancet. 

Rivals  were  incensed  that  Soon-Shiong  seemed  to  be  sug 
gesting  a  cure  for  diabetes  was  at  hand.  James  Glavin,  presiden 
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Success  requires  both  strength  and  imagination 


Today,  successful  competitors  are  increasingly  turning  to  financial  partners  who 
combine  the  expertise  and  insight  of  the  best  investment  banks  with  the  experience  and 
capital  of  leading  corporate  banks.  As  the  nation's  fifth  largest  financial  institution, 
Wachovia  Securities  is  uniquely  positioned  to  offer  both  the  imagination  and  the 
resources  to  make  things  happen.  Talk  to  us.  Together,  we  can  create  competitive  advantage. 
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Securities 

Uncommon  Wisdom 


Corporate  Banking  ■  Investment  Banking  ■  Equity  Capital  Markets  ■  Fixed  Income 
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Patrick  Soon-Shiong 
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Rolling 


of  the  American  Diabetes  Association  at  the  time,  told  one  news- 
paper, "It's  far  too  early  to  view  this  as  a  cure,  or  even  a  therapy. 
We  don't  need  this  kind  of  inappropriate  hype."  (A  thorough 
search  of  TV  transcripts,  however,  shows  no  mention  by  Soon- 
Shiong  that  he  had  a  surefire,  imminent  cure.) 

The  attention  attracted  Milan  Puskar,  head  of  the  big  generic 
drugmaker  Mylan  Laboratories.  In  June  1994  Puskar  agreed  to 
have  Mylan  invest  $5  mil- 
lion in  VivoRx,  the  diabetes 
firm,  for  a  10%  stake  and  to 
fund  research  costs  of 
$200,000  a  month.  At  the 
same  time  Soon-Shiong 
formed  a  second  com- 
pany— VivoRx  Pharmaceu- 
ticals, later  renamed  Amer- 
ican Bioscience — to  pursue 
cancer  research.  Soon- 
Shiong  got  Puskar  to  invest 
a  token  $1,000  for  a  10% 
stake  in  that  second  outfit. 

For  four  years  Soon- 
Shiong  juggled  both 
courses  of  research,  but  he 
seemed  to  be  working 
harder  on  the  nanoparticles 
at  American  Bioscience 
than  on  the  diabetes  work 
at  VivoRx.  In  1998  Mylan's 


Monica,  Calif,  that,  in  turn,  still  owns  65%  of  American  Phar 
maceutical  Partners.  Soon-Shiong  is  chief  executive  and  larges 
shareholder  of  both. 

In  1999  American  Bioscience  granted  APP  exclusive  Nortl 
American  rights  to  manufacture  and  sell  Abraxane,  in  exchangi 
for  $60  million  up  front  and  another  $25  million  based  on  hit 
ting  certain  milestones.  If  the  drug  is  a  hit,  both  companies  wil 


Curing  cancer,  or  any  other  disease,  doesn't  guarantee  you  a  slot  on 
The  Forbes  400.  These  medical  moguls  injected  some  entrepreneurial 
zeal  into  their  pursuit  of  health. 


Name 


Net  worth 


How  they  got  rich 


Alfred  Mann 


$1  billion 


Physicist  by  training,  started  by  making 
pacemakers,  ear  implants;  now  cancer 
vaccines,  diabetes  treatments.  Latest: 
Second  Sight,  "visual  prosthesis"  to 
restore  sight  to  the  blind. 


James  Sorenson       $2.7  billion 


Inventor  of  the  disposable  surgical 
mask;  sold  first  company  to  Abbott  Labs; 
Sorenson  Cos.  still  making  laboratory 
equipment,  infusion  pumps. 


Peter  Nicholas 


$3.3  billion 


With  partner  John  Abele  founded  medical 
technology  group  Boston  Scientific, 
makers  of  paclitaxel-coated  stent. 


Puskar  and  Patrick's  brother,  Terrence,  fired  Soon-Shiong  and 
sued  him  for  fraud  and  self-dealing,  alleging  he  had  used  consul- 
tants paid  by  VivoRx  to  work  at  American  Bioscience  and  had 
diverted  Mylan's  money  to  cancer  research.  In  early  1 999  the  case 
went  to  an  arbitrator,  who  examined  17,000  pages  of  docu- 
ments— and  cleared  Patrick  Soon-Shiong  of  any  wrongdoing. 

Terrence  rehired  his  brother,  but  14  months  later  he  sued 

Patrick  again  on  similar  claims.  The  litigation  simmered  for 

a  a  year  until  Patrick  agreed  to  pay  $32  million  for  the 

l's  American  Bioscience  shares  and  payments 

'iiabetes  research  for  three  years.  Patrick  had 

I  »etes  field  until  June  2003,  but  he  got  clear 
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split  profits  after  APP  recoups  sales  and  production  costs.  If  it' 
a  flop,  Patrick  Soon-Shiong  and  ABl's  private  shareholders  wil 
have  borne  no  financial  risk  (except  for  their  stake  in  APP).  APP' 
public  holders  will  have  crapped  out  a  $75  million  bet. 

The  deal  is  fully  disclosed  in  the  company's  SEC  filings,  an< 
the  licensing  terms  were  deemed  fair  by  a  consulting  firm  hire* 
by  APP.  Yet  even  Soon-Shiong's  supporters  think  it  smells  bad 
"Nobody  likes  these  kinds  of  structures,"  says  Megan  Murphy,  ai 
analyst  with  Natexis  Bleichroder  who  likes  APP's  generics  busi 
ness.  In  an  August  conference  call  with  investors,  Soon-Shion; 
admitted,  "It  is  something  we  will  have  to  address  in  the  future/ 

Scott  King,  president  of  Islet  Sheet  Medical,  a  San  Franciso 
biotech  and  a  onetime  corporate  rival  to  VivoRx,  claims  tha 
the  Soon-Shiong  brothers'  legal  war  has  made  it  harder  for  sma.1 
biotechs  like  his  to  get  funding  for  research  in  islet  cell  trans 
plantation.  "He's  very  personable,  very  charming  and  very  goo< 
at  getting  money  out  of  investors.  But  as  for  moving  the  tech 
nology  forward,  he's  done  a  great  deal  of  harm,"  says  King. 

Patrick  Soon-Shiong  dismisses  King's  carping  as  professions 
jealousy:  "Scott  King  probably  thinks  I'll  be  a  threat  to  hin 
again."  The  noncompete  in  diabetes  research  has  expired  am 
Patrick  vows  to  get  back  into  the  field.  This  will  be  another  sho 
at  the  work  that  started  Patrick  on  his  long  odyssey,  and  anothe 
chance  to  vindicate  himself — and  vanquish  his  opponents. 
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lodern   battle  demands   perfect  clarity  across  an   ever-widening   range  of  threats,   locations  and 
cenarios.  Only  Northrop  Grumman  has  the  vision  and  technology  to  transform  the  chaos  of  warfare 


ito  clarity.  Our  advanced  battle  management  systems  enable  the  real-time  integration  of  a  complex 
rray  of  command,  control,  communications  and  intelligence  assets.  This  information  superiority 


?ts  military  planners  shape  the  battle  space  and  deploy  forces  faster  and  more  flexibly.  It  enables 


3tal  domination  throughout:  on  the  ground,  at  sea>  in  the  air,  space  and  cyberspace.  To  ensure 
ictory,  knowledge  must  become  capability.  No  one  sees  this  more  clearly  than  Northrop  Grumman. 


ww.northropgrumman.com 

003  Northrop  Grumman  Corporation 
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Billion 


Why  living  the  high  life 
is  an  expensive  proposition. 
By  Joe  Queenan 


Plutocracy  buffs  agree  that  there  is  no  point  in  being  on  The 
Forbes  400  list  unless  you  can  act  like  it.  But  what  the  hoi  polloi 
fail  to  realize  is  that  being  fabulously  wealthy  is  an  enormously 
expensive  proposition.  Contrary  to  the  popular  myth,  if  you 
suddenly  woke  up  and  found  that  you  had  inherited  $1  billion, 
you  could  not  simply  live  off  the  interest  on  your  fortune;  you 
could  not  simply  live  de  vos  rentes,  as  the  French  elegantly  put  it. 
If  you're  serious  about 
living  like  a  billionaire, 
about  cutting  an  enviable 
figure,  about  making  a 
serious  impression,  you're 
going  to  have  to  dig  into 
your  bankroll.  Other- 
wise, you'll  look  like  a 
pauper. 

The  most  obvious 
expenses  for  the  parvenu 
plutocrat  are  the  Manhat- 
tan pied-a-terre  (roughly 
$24  million  for  a  two- 
story  apartment  with  a  rooftop  pool,  a  garden  complete  with 
rooftop  trees  and  your  own  private  temple)  and  the  summer 
home  in  the  Hamptons  ($20  million  to  $30  million,  if  you  get  a 
gifted  architect  like  John  Saladino  to  build  a  custom  home  for 
you).  The  private  jet  will  set  you  back  roughly  $10  million,  as 
will  the  rare  pink  diamonds  from  Harry  Winston.  Pink  dia- 
monds, as  the  staff  at  this  aristocratic  establishment  explain,  are 
the  prodint  of  an  "atonic  anomaly."  Getting  used  to  shelling 
out  for  al  s  one  of  the  uosses  all  new  billion- 

aires must  le  •;  ii  to  bear. 

A  Prol  •  urats,  a  sun- 
drenched ■  urbet)  is  going  to 
run  you ;  ,  ,.,.,  could  do 
this  on  tin  or  a  typically  over- 
the-top  G  bad  Into  fashion 
these  days — bin  itting  corners 


with  these  arriere-garde  pikers.  For  best  results,  image-wisi 
don't  settle  for  anything  less  than  a  Rousseau  (le  Douanier). 

The  single  biggest  expense  in  becoming  a  billionaire — am 
what  the  Great  Unwashed  consistently  overlook — is  the  yacht.  J 
200-foot  yacht  designed  by  a  firm  like  Feadship  is  going  to  ru 
you  about  $75  million,  right  off  the  bat.  The  hidden  expense  hei 
is  the  cost  of  maintaining  an  eight-person  staff  all  year  roumi 
They're  the  ones  who  have  to  sail  th 
yacht  to  the  South  Pacific;  you're  nc 
going  to  want  to  be  involved  in  that  kin 
of  grunt  work.  In  the  end,  the  yacht  is  th 
ftffij-jij^Mffiafc  one  item  that  tends  to  put  the  singl 

biggest  dent  in  the  freshly  minted  bL 
lionaire's  pocketbook. 

Obviously,  there  is  an  upside  t 
being  a  billionaire.  At  $375,000,  th 
new  personally  designed  Maybac 
sedan  from  Mercedes-Benz  is  a  stea 
There  are  under  a  thousand  of  thes 
beauties  in  the  entire  world;  they  har 
die  like  a  dream;  they  exude  class  an 
power;  and  they  only  cost  twice  as  much  as  a  limited-editio 
wristwatch  from  Harry  Winston.  Perhaps  the  most  appealin 
thing  about  being  a  new  billionaire  is  that  things  that  used  t 
seem  horribly  expensive  can  now  be  had  for  loose  change.  Yo 
don't  need  a  crew  of  eight  to  operate  your  wristwatch. 

In  the  final  analysis,  though,  you're  still  going  to  have  to  de; 
with  Uncle  Sam.  The  taxes  on  your  $1  billion  prize  are  quicki 
going  to  chop  your  fortune  in  half.  Once  you  factor  in  the  jewel 
the  jet,  the  house,  the  apartment  and  the  yacht,  you're  going  t 
be  lucky  to  get  out  of  your  shopping  spree  with  $200  millio 
intact.  Sadly,  this  is  not  nearly  enough  to  get  you  on  The  Forbi 
400  list.  So,  if  you're  the  kind  of  person  who's  spent  his  entire  li 
wishing  he  were  a  billionaire,  immediately  ratchet  up  your  da) 
dreams  and  start  wishing  for  a  minimum  of  $2  billion.  Just  t 
make  sure  you  still  have  some  walking-around  money.  A  billio 
bucks  ain't  what  it  used  to  be. 
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Allowance 
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Whi  ick  always  seemed  to  be  on  your  side.  Not  a  care  in  the  world.  B 

^ay  with  life  insurance,  disability  income  protection  or  a  retiremenl 
Suddenly,  life  can  become  a  lot  less  worrisome  and  a  lot  mo 

Retirement  Services/401  (k)  Plans-Lite  Insurance-Disability  Income  Insurance* 

tls  Mutual  Lite  Insurance  Co.  (MassMutual),  Springfield,  MA  01 1 1 1 .  Securities  products  and  services  ottered  through  MML  Investors ! 


Pension 


got  extra  responsibilities.  More  things  to  worry  about.  So  consider 
investments  managed  by  our  affiliate  OppenheimerFunds,  Inc. 
n't  predict.  You  can  prepare? 

ice-Annuities-Trust  Services*OppenheimerFunds/lnvestments*For  iur  nearest  office,  contact  massmutual.com 

subsidiary,  member  SIPC.  and  OppenheimerFunds  Distributor.  Inc.Trust  services  are  offered  through  The  MassMutual  Trust  Company,  FSB. 


fg  MassMutual 

■  /iff    FINANCIAL     GROUP 


OppenheimerFunds' 

The  Right  Way  to  Invest 


Up  from  the  ashes.  After  two  years  of  declining  values,  the  rich  finally  got  richer.  On  th 

FORBES'  21st  annual  edition  of  The  Forbes  400,  the  aggregate  net  worth  of  the  nation's  wealthiest  400  c 

izens  leapt  10%  in  the  past  year,  to  $955  billion — just  one  Bill  Gates  away  from  $1  trillion.  Leading  t 

charge:  Internet  stocks.  Jeff  Bezos  added  more  than  $3  billion  to  his  net  worth  with  a  tripling  of  Am 

zon's  share  price.  Chief  Yahoos  David  Filo  and  Jerry  Yang  nearly  tripled  their  wealth,  while  the  fortun 

of  Ebay's  Pierre  Omidyar  and  Meg  Whitman  rose  almost  50%.  With  help  from  a  fin-challenged  clov 

fish  named  Nemo,  Steve  Jobs  moved  up  44  places  in  our  rankings  to  78th.  Financiers  also  fared  we 

Carl  Icahn  moved  up  $1.5  billion,  a  third  of  it  stemming  from  his  takeover  of  XO  Communicatioi 

Investor  Bruce  Kovner  made  $500  million  betting  on  the  bond  and  currency  markets.  Other  fortun 

were  not  so  fortunate.  A  rising  price  of  admission-$600  million — pushed  20  members  off  the  li 

tiding  wrestling's  Vince  McMahon  and  Global  Crossing's  Gary  Winnick.  Their  places  were  filled 

newcon  lers  like  hedge  fund  managers  Steve  Cohen  and  Ken  Griffin,  both  of  whom  would  prefer  we  ke 

i  out  of  our  club.  Their  lack  of  enthusiasm  is  more  than  made  up  for  by  oil  tycoon  Patrick  Tayl< 

ly  using  his  $700  million  to  send  hundreds  of  kids  to  college. 
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Please  turn  to  the  next  page  for 
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richest  people  in  America. 


AND    IT    ONLY    HAD    TO    GO 


150    MPH    TO    DO    IT. 


I\\h  the  Autobahn  as  its  test  track  and  precision  German 


igineering  humming  under  every  elegant  curve,  the 


hrysler  Crossfire's  top  speed  of  150  mph  redefines  what 


~     "~ 


means  to  be  an  American  dream  car.  Proving  that  the 


arriage  between  European  technical  brilliance  and 


ggressive  American  styling  can  not  only  succeed,  but 


eate  something  truly  extraordinary.  We  think  you'l 


nd    it    plenty   impressive   within    our   legal    limits. 


■ 


)  further  experience   the   Chrysler   Crossfire,   visit   us 


iline  at  chrysler.com/crossfire  or  call  800. CHRYSLER. 


Dreamed  in  America.  Crafted  in  Germany. 
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ipped  for  J-34,495.  MSRP  excludes  tax.  Crossfire 
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William  H.  Gates  III 

$46  billion 

Microsoft.  Medina,  Wash. 
47.  Married,  3  children 

Microsoft  acting  more  mature — paying  out  dividends,  nixing 
stock  options — but  no  less  formidable:  "We're  just  at  the  begin- 
ning of  what  we  can  do  with  software,"  proclaimed  Gates  at  com- 
pany meeting  in  July.  Microsoft's  chief  software  architect  push- 
ing to  move  company  beyond  PCs  into  TVs,  cell  phones,  cars, 
even  wristwatches.  Flagship  Windows  operating  system  runs 
94%  of  the  world's  desktop  computers,  but  company  facing 
heated  pressure  from  Linux,  whose  open-source  system  for 
servers  is  growing  more  quickly  than  Microsoft's.  Expectations 
high  for  Windows  successor,  dubbed  Longhorn,  which  might 
surface  in  2005.  Outside  the  office,  world's  biggest  philanthropist 
devoting  billions  to  eradicating  infectious  diseases  (polio,  AIDS) 
and  developing  vaccines  through  $24  billion  Bill  &  Melinda  Gates 
Foundation.  Methodically  diversifying:  sells  20  million  shares  a 
quarter,  reinvests  via  Cascade  Investments  with  stakes  in  Cox 
Q^mmunications,  Canadian  National  Railway,  Republic  Services. 


rren  Buff ett 

million 

shire  Hathaway.  Otnaha. 
tarried,  3  children 

:  of  Omaha  assumes  Delphic  role  as  Arnold's  eco- 
:  adviser  in  California  governorship  race.  Maybe 
se  he's  so  dismayed  with  governance  in  the  cor- 
e  sphere:  "Accountability  and  stewardship  with- 
n  the  last  decade."  Takes  some  of  the  blame  per- 
hp.  "Too  often  I  was  silent  when  management 
'proposals  that  I  judged  to  be  counter  to  the  in- 
i  of  shareholders."  Otherwise  an  impeccable  track 
i  Studied  under  investment  guru  Benjamin  Gra- 
it  Columbia.  Applied  value  investing  principles 
Id  Berkshire  Hathaway  into  $  1 16  billion  ( market 
lolding  company:  insurance  (General  Re,  Geico), 
antial  stakes  in  American  Express,  Coca-Cola, 
te,  Wells  Fargo.  Also  wide  assortment  of  operating 
lanies  that  tickle  Warren's  fancy:  Fruit  of  the 
i,  Pampered  Chef,  Netjet.  Believes  Berkshire 
d  be  a  "fortress  of  financial  strength."  Has  been 
iat:  over  the  past  38  years  Berkshire's  per-share 
value  has  grown  from  $19  to  $41,727,  a  rate  of 
a  compounded  annually. 


Paul  Allen 

$22  billion 

Microsoft,  investments.  Seattle. 
50.  Single 

Microsoft  cofounder's  "wired  world"  vision  not  looking  vi- 
sionary just  yet.  Still  has  plenty  of  room  for  risk  thanks  to 
$5  billion  Microsoft  stake.  Oversees  investments  through 
his  Vulcan  Ventures:  increased  stake  in  cable  company 
Charter  Communications  despite  indictment  of  four  for- 
mer senior  execs  for  inflating  results;  dumped  big  invest- 
ment in  drug  company  Vaxgen,  maker  of  failed  AIDS  vac- 
cine. Dozens  of  other  technology  projects  not  quite  ready 
for  prime  time.  Perhaps  better  luck  in  bricks  and  mortar. 
Plans  to  develop  50-acre  "bioscience  hub"  in  Seattle  with 
commercial,  residential  space;  Merck  already  signed  on  as 
tenant.  Other  projects:  science  fiction  museum  alongside  his 
Experience  Music  Project  in  Seattle.  Among  the  collection: 
the  original  captain's  chair  from  Star  Trek  television  show. 
Collector  of  vintage  military  airplanes,  including  WWII-era 
Spitfire,  Zero.  Joined  Bill  Gates  in  1975  to  start  Microsoft, 
left  in  1983  to  fight  Hodgkin's  disease.  Slow  but  steady  seller 
of  big  Microsoft  stake  ever  since. 


THE     CHRYSLER     CROSSFIRE 


RECENTLY    SENT    A     SONIC     BOOM 


TH  ROUG  HOUT    TH  E     INDUSTRY. 


Helen  R.  Walton 

>20.5  billion 
Wal-Mart.  BentonviUe,  Ark. 
?4.  Widowed,  4  children 

S.  Robson  Walton 

20.5  billion 

Wal-Mart.  Bentotmlle,  Ark. 
9.  Divorced,  3  children 

John  T.  Walton 

520.5  billion 

Wal-Mart.  BentonviUe,  Ark. 

i7.  Married,  1  child 


Jim  C.  Walton 

$20.5  billion 
Wal-Mart.  BentonviUe,  Ark. 
55.  Married,  4  children 

Alice  L.  Walton 

$20.5  billion 
Wal-Mart.  Fort  Worth,  Tex. 
54.  Twice  divorced 

Widow  and  children  of  Sam  Walton  (d.  1992),  who  opened  his  first  general  store  in  Rogers,  Ark. 
in  1962.  Wal-Mart  now  world's  largest  retailer:  4,000-plus  stores  around  the  globe.  Family  con- 
trols 38%  of  Wal-Mart,  but  prefers  a  passive  role:  Robson  serves  as  chairman;  younger  brother, 
John,  a  director.  Other  siblings  keep  close  to  Arkansas  roots.  Jim:  president  of  Arvest,  state's 
biggest  bank.  Alice:  raises  horses  on  Texas  ranch.  Family  last  year  donated  $750  million-plus, 
much  to  education,  including  $300  million  to  U.  of  Arkansas.  But  family  largesse  not  enough  to 
quell  accusations  that  Wal-Mart  wields  too  much  clout.  If  Sam  were  alive  today,  he  would  be 
worth  twice  as  much  as  Bill  Gates. 


Larry  Ellison 

$18  billion 

Oracle.  Redwood  Shores,  Calif. 
59.  Thrice  divorced,  2  children 

Oracle  chief  turned  Silicon  Valley  into  war  zone  in  June,  an- 
nouncing $7.3  billion  bid  for  business-software  rival  People- 
Soft.  Decorum  not  part  of  the  deal:  initially  threatened  to  not 
sell  PeopleSoft  products  to  new  customers,  fire  employees. 
PeopleSoft,  headed  by  ex-Oracle  exec  Craig  Conway,  still 
putting  up  a  fierce  fight.  Any  deal  will  have  to  pass  scrutiny  of 
the  Department  of  Justice.  Chicago  native  took  Oracle  public 
1986,  one  day  before  Microsoft;  has  fired  shots  over  Gates' 
bow  ever  since.  Latest  salvo:  alliance  with  Sun  Microsystems 
to  run  Oracle  software  on  Sun's  Linux  machines.  Personal  net 
worth  down  sharply  from  its  $58  billion  peak  in  2000;  finds 
no  irony  prophesying  doom  for  all  but  the  biggest  in  the 
computer  industry. 


Michael  Dell 

$13  billion 

Dell  Computer.  Round  Rock,  Tex. 
38.  Married,  4  children 
Soft-spoken  Texan  continues  to  dominate  brutal 
market  for  personal  computers  by  clawing  his 
way  into  servers,  storage  and  services:  "I  think  of 
us  as  the  hunter,  not  the  hunted."  Just  the  atti- 
tude needed  to  keep  Dell  the  world's  biggest  seller 
of  PCs.  Latest  prey:  HP  and  Apple.  He  plans  to 
challenge  them  in  printers  and  gadgets.  Though 
build-to-order  business  model  had  little  fat  to 
trim,  lean  times  forced  him  to  find  a  way.  Low- 
ered operating  costs  to  10%  of  sales,  down  from 
12%  in  2000.  The  result:  earnings  up  31%.  Started 
selling  computers  from  dorm  room  in  1984. 
Dropped  out  to  start  Dell  Computer;  took  pub- 
lic in  1988.  Recently  selling  shares;  diversifies 
portfolio  via  MSD  Capital. 


Confessions  of  the  World's  Most  Demanding  ClOs. 


We  cannot  nang 
up  on  the  world." 

"Customers  expect  us  to  stay  up  and  running,  no  matter  what. 

"And  that's  exactly  what  Sprint  expects  from  an  IT  system.  A  way 
to  manage  and  monitor  every  single  call  and  data  transaction, 
even  when  there's  a  staggering  40,000  per  second. 

"Working  right  alongside  our  own  technicians,  HP  designed 
a  continuity  solution  that  made  us  fail-safe,  especially  at  our  most 
stratospheric  volumes.  The  entire  solution  was  implemented  within 
our  existing  architecture  and  within  a  strict  budget. 

"The  role  of  IT  in  my  business  is  utterly  clear:  It  has  to  ensure 
we  always,  always  pick  up  when  the  world  calls." 

-Kathryn  Walker,  Sr.  VP,  Network  Services,  Sprint  Corp. 

Sprint  demands  more  from  IT  and  HP  makes  sure  they  get  it. 


=  everything  is  possible 
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Plan  includes  transferable  7-year/70,000-mile  Powertrain  Limited  Warranty.  A  deductible  appl 
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Huge  fortunes  were  built  on  the  processing  of  ones  and  zeroes, 
the  basics  of  computer  code.  These  people  are  especially  strong 
in  the  latter:  It  takes  8  or  9  zeroes  to  describe  their  wealth. 


Steven  Ballmer 

$12.2  billion 

Microsoft.  Redmond,  Wash. 
47.  Married,  2  children 
Microsoft  chief  executive,  software  in- 
dustry's fiercest  cheerleader,  says  recent 
talk  that  tech  doesn't  matter  anymore  is 
"hogwash."  Company  is  spending  hun- 
dreds of  millions  in  a  push  to  beat 
Sony's  PlayStation  in  videogames  and 
AOL  Time  Warner  in  online  service. 
Insists  there's  plenty  of  untapped  po- 
1,  albeit  saw  fit  to  axe  company's 
fablei  i  employee  stock  option  plan.  Up- 
side for  shareholders:  Doled  out  first- 
ever  dividend  this  year.  Native  of  Detroit 
i-jnit  Stanford  M.B.A.  program  to  join 
Harvard  classmate  (and  dropout)  Bill 
Gates  in  1980.  At  the  helm  of  Microsoft 
since  1998. 


Pierre  M.  Omidyar 

$6.9  billion 

Ebay.  Henderson,  Nev.;  Paris,  France. 
36.  Married 

Pursuing  promise  to  donate  all  but  1% 
of  his  wealth  to  philanthropy,  though 
Ebay's  surging  stock  price — doubled  in 
the  past  year — makes  it  difficult.  Gave 
$280  million  in  Ebay  stock  to  uniden- 
tified charity  in  July.  French  emigre 
launched  online  auctioneer  in  1995. 
Settled  on  name  at  trademark  office 
after  discovering  1st  choice,  EchoBay, 
already  taken.  IPO  in  1998,  stock  up 
13-fold  since  then,  even  after  the  crash. 
Ebay  now  handles  $14.8  billion  in  mer- 
chandise Iran;  actions  for  75  million 
registered  users  worldwide.  Sales:  $1.2 
billion.  List  war  it  paid  $1.5  billion  for 
online  payment  firm  PayPal. 


Jeffrey  Bezos 

$5.1  billion 
Amazon.com.  Seattle. 
39.  Married,  2  children 
Thriving  Internet  bookseller,  like  Eb; 
one  of  the  few  clear  postbubble  su< 
cesses,  also  pushes  clothes,  garden  tool 
cookware,  music.  Free  shipping  on  o 
ders  over  $25  is  a  hit:  stock  soars  200' 
from  a  low  in  summer  2002,  though  tl 
gregarious  founder  insists:  "I  don't  ke< 
track  of  daily  stock  swings.  I'm  too  fi 
cused  on  customers."  Entrepreneur  no 
is  turning  his  attention  from  cyberspa 
to  outer  space:  founded  Blue  Origin 
develop  a  reusable  spaceship  fi 
extraterrestrial  tourism.  Closer  to  eart 
this  survivor  of  the  Internet  era: 
escaped  a  helicopter  crash  with  min 
injuries. 
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His  Apple  online  music 
service  made  a  splash, 
but  STEVE  JOBS  made 

more  money  from 
Pixar's  Finding  Semo. 


J 


' 
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wore 


Gordon 

$5  billi 
Intel.  Woodsi 

74.  Mann  : 
Founded  Intel  .. 
and  $2.5  millim 
venture  capitalist  A 
the  exponential  gro\ 
chips  (Moore's  La- 
world's  largest  chipmaki 
country's  5th-riches1  man 
holdings  to  charitable  foun 
cation-based  philanthropy,       ii 
conservatii  n  Recent  donatio 
million  to  alma  mater,  Caltech. 


James  Goodnight 


$2.8  billion 

SAS  Institute.  Cary,  N.C 

60.  Married,  3  children 


i 


John  Sail 


billion 
SAS  institute.  Cary,  N.C. 

■ied,  4  children 
f  SAS  Institute,  world's  largest  pri- 
oftware  company  (sales:  $1.2  bil- 
)  once  again  tinkering  with  the 
ihlic,  promoting  "brand  aware- 
oa     i  .vestment  banking  con- 
timing  as  Silicon  Valley  rivals 


Oracle  and  PeopleSoft  are  engaged  in  brul 
takeover  battle.  Side  project  Midway  Airlid 
grounded  for  good,  despite  millions  in  fedei 
bailout  funds  and  a  $52  million  injection 
the  partners.  Techie  employees  kept  hap 
with  precrash  perks  like  Olympic-size  swit 
ming  pool,  35-hour  workweek,  free  soda. 


Steve  Jobs 

$2.3  billion 

Apple  Computer.  Palo,  Alto,  Calif. 

48.  Married,  4  children 

Apple  Computer  avatar  finding  better  karma 

entertainment  than  operating  systems.  Mu 

fans  bought  5  million  songs  from  Applrt 

iTunes  Music  store  in  the  first  8  weeks.  In  Hi 

lywood  his  Pixar  animation  shop  produtj 

this  summer's  blockbuster  Finding  Nemo. 


Craig  0.  McCaw 

$2  billion 

Telecom.  Seattle. 

54.  Married,  3  children 


John  Elroy  McCaw  Jr. 

$1.1  billion 

Telecom.  Seattle. 

52.  Married,  4  children 


Bruce  McCaw 

$1  billion 
Telecom.  Seattle. 
56.  Married,  2  children 
Surviving  sons  of  cable  investor  John  El 
McCaw  (youngest  son,  Keith,  48,  drownec 
hot  tub  in  December).  Brothers  inheri 
company  after  father's  death  in  1969,  m 
big  bet  on  cellular;  sold  to  AT&T  in  1993 
$1 1.5  billion.  Siblings  remain  tight,  but  in 
pendent.  Craig  struggles  with  investment 
Nextel,  satellite  Internet  service  Telede 
Bruce  is  a  racecar  enthusiast.  John  owns 
hockey's  Vancouver  Canucks. 


X 


:• 


I 


James  Kim  &  family 

$1.9  billion 

Microchips.  Bryn  Mawr,  Pa. 

67.  Married,  3  children 

Son  of  Korean  chipmaker  started  Am 

Technology  as  U.S.  marketing  arm  of  fatl 
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Reliable,  tax-free  income. 
All  your  favorite  words  in  one  sentence 


has  a  nice  ring  to  it,  doesn't  it?  Reliable.  Tax-free.  Income.  To  give  yourself  the  opportunity  to  enjoy  tax-free  income 
wnth  after  month,  consider  Nuveen  Investments'  municipal  closed-end  exchange-traded  funds.  With  more  than 
0  tax-free  closed-end  ETFs,  Nuveen  Investments  continues  to  pioneer  new  and  innovative  ways  to  help  balance 


ortfolios  and  help  you  keep  more  of  your  hard-earned  money.  Ask  about  our  municipal  closed-end  exchange-traded 


mds  Learn  about  other  smarter  ways  to  be  conservative:  conn 


financial  advisor  or  visit  nuveen.com. 


U  VEEN 


Investments 


Smarter  wa\ 


vative. 


i  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  In  addition,  closed-end  exchange-traded  funds  freque> 
trade  at  a  discount  or  premium  to  their  net  asset  value  I  )corne  from  national  Nuveen  municipal  closed-end  exchange-traded  fun< 
ct  to  state  and  local  taxes  and  income  from  most  Nuve  sosed-end  exchange-traded  funds  may  be  subject  to  the  federal  i 

turn  tax.  Capital  gains  if  any.  will  be  subject  to  can  i  axes.  For  more  information  and  a  prospectus  where  applicable,  cos  1 1 

^mB787  Read  the  prospectus  carefully  before  you  invei  t  c  r  send  money  Distributed  by  Nuveen  Investments,  LLC.  ©.  003  Nuveen 
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Silicon  Valley  startup  king  JAMES 

CLARK'S  MyCFO.com  is  helping 

high-net-worth  clients  stay  that  way. 


Anan  Industrial,  provides  semiconductor 
packaging,  testing.  IPO  1998.  Sales  now  $1.6 
billion,  but  stock  lately  a  roller  coaster: 
Amkor  down  70%  2002,  up  230%  in  2003. 
Now  trying  to  penetrate  Chinese  semicon- 
ductor market.  Also  owns  stake  in  Electron- 
ics Boutique,  m  itor  started  by 
wife,  Agnes. 


John  M 

$1.6  billion 
Cisco  Systems. 
70.  Married,  2  child 
Former  Honeywi 
chief  in  1988.  Took 
stepped  down  as  CE( 
turned  into  Internet-era  belh 
bust  survivor  now  thriving: 
for  the  veai  despite  flat  revenue 
expanded  beyond  core  router-ai 

business  into  Intel  iiei  tek  |      uiv  ai 
less  technology. 


Henry  Nicholas  III 

$1.6  billion 

Broadcom.  Laguna  Hills,  Calif. 

44.  Married,  3  children 


Henry  Samueli 

$1.4  billion 

Broadcom.  Newport  Beach,  Calif. 
49.  Married,  3  children 
Partners  founded  Broadcom  in  1991:  man- 
ufacturer of  high-speed  chips  for  cable 
modems,  set-top  boxes.  Parted  ways  in  Jan- 
uary. Nicholas  left  to  save  his  marriage,  spend 
more  time  with  his  kids;  Samueli  now  sole 
chairman.  Stock  up  25%  this  year,  despite 
losing  $2.2  billion  in  2002. 


David  Filo 

$1.6  billion 

Yahoo.  Mountain  View,  Calif. 

37.  Single 


Jerry  Yang 


$1.4  billion 
Yahoo.  Los  Altos,  Calif. 
34.  Married 

Cofounders  of  Internet  portal  Yahoo  met  in 
1989  while  pursuing  master's  degrees  in  elec- 
trical engineering  at  Stanford.  Became  bil- 
lionaires while  working  on  their  Ph.D.s.  Tai- 
wan emigre  Yang  drew  up  guide  to  help 
navigate  World  Wide  Web  in  1994.  Landed 
1 12,000  users  in  5  months.  Sold  minority  in- 
terest to  Sequoia  Capital;  took  public  in  1996. 
Today  Yahoo  has  100  million  registered  users. 
Partners  retain  "chief  Yahoo"  title,  but  the 
business  is  run  by  former  Warner  Bros,  chief 
Terry  Semel. 


Theodore  Waitt 

4  billion 
Gateway.  San  Diego. 
tarried,  4  children 

'<  college  dropout  started  Gateway  in 

Mother,  Norm  (see).  Became  coun- 

st  direct-marketer  of  PCs; 

d  in  Holstein-spotted  boxes. 

h  Dell,  Compaq  forced 

plan;  opened  190  folksy 

Mores  that  showcase 


.  Gateway  product,  now  turning  into  consum 
electronics  emporia.  Stepped  down  as  pre 
dent  in  1999;  returned  2001.  Remains  Gal 
way's  public  face,  costarring  in  ads  with  a  tal 
ing  cow. 


Richard  Egan 

$1.3  billion 

EMC  Corp.  Hopkinton,  Mass. 
67.  Married,  5  children 
Marine  helicopter  pilot  in  Korean  War  c 
founded  storage  company  in  1979  with  6  ei 
ployees.  Took  EMC  public  in  1986.  Rode  te 
wave,  then  watched  stock  fall  from  $100 
$3.  Later  fought,  lost  shareholder  action 
add  independent  directors  to  EMC  boa 
Now  focuses  on  politics.  Big  Republic 
backer  paid  $36,700  in  fines  for  excess 
campaign  contributions  and  was  appoinl 
U.S.  Ambassador  to  Ireland,  anyway;  stepp 
down  15  months  later.  Now  hosting  kick 
fundraisers  for  Bush's  reelection  bid. 


David  Duffield 

$1.2  billion 

PeopleSoft.  Lake  Tahoe,  Nev. 
63.  Divorced,  remarried;  9  children 
Cofounder,  father  figure  of  PeopleSoft  n 
watching  his  brainchild  spit-roasting  in  $ 
billion  hostile  takeover  big  by  rival  Ora 
Cornell  M.B.A.  took  firm  public  in  19 
Now  chairman.  Stepped  back  from  day- 
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The  average  net  worth  of 
The  Forbes  400: 

$2.4  Billion 
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Confessions  of  the  World's  Most  Demanding  ClOs. 


"We  cannot  hang 
up  on  the  world." 

"Customers  expect  us  to  stay  up  and  running,  no  matter  what. 

"And  that's  exactly  what  Sprint  expects  from  an  IT  system.  A  way 
to  manage  and  monitor  every  single  call  and  data  transaction, 
even  when  there's  a  staggering  40,000  per  second. 

"Working  right  alongside  our  own  technicians,  HP  designed 
a  continuity  solution  that  made  us  fail-safe,  especially  at  our  most 
stratospheric  volumes.  The  entire  solution  was  implemented  within 
our  existing  architecture  and  within  a  strict  budget. 

"The  role  of  IT  in  my  business  is  utterly  clear:  It  has  to  ensure 
we  always,  always  pick  up  when  the  world  calls." 

-Kathryn  Walker,  Sr.  VP,  Network  Services,  Sprint  Corp. 
Sprint  demands  more  from  IT  and  HP  makes  sure  they  get  it. 
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day  in  1999.  Became  2nd-largest  enterprise- 
software  maker  in  U.S.  with  $1.8  billion  pur- 
chase of  J.D.  Edwards  in  July.  Started  $240 
million  Maddie's  Fund  (named  for  his  late 
schnauzer)  to  make  America  a  "no-kill"  zone 
for  unwanted  pets. 


Thomas  Siebel 

$1.2  billion 

Siebel  Systems.  San  Mateo,  Calif. 
50.  Married,  4  children 
Former  top  salesman  for  Oracle  left  1990 
after  chief  Larry  Ellison  (see)  ditched  plans 
to  bring  Siebel's  sales  automation  software  to 
market.  Founded  Siebel  Systems  1993;  IPO 
1996.  Struggling  in  tech  downturn:  profits 
down  67%  in  2nd  quarter  this  year,  work 


force  shrinking  15%.  In  gesture  to  share- 
holders, he  gave  up  $56  million  in  stock  op- 
tions this  year.  Unmollified,  angry  investors 
donned  pig-faced  masks  at  this  year's  annual- 
meeting. 


Margaret  Whitman 

$1.1  billion 

Technology.  Palo  Alto,  Calif. 
47.  Married,  2  children 
Princeton  grad  and  Harvard  M.B.A.  did 
upper-management  legwork  at  Procter  & 
Gamble,  Keds  and  Hasbro  before  signing  on 
as  chief  of  online  auctioneer  Ebay  in  1998. 
Survived  Internet  shakeout  thanks  to  explo- 
sive growth  in  trading  community.  "Meg" 
spends  time  offline  fly-fishing. 


Irwin  M.  Jacobs 

$1  billion 

Qualcomm.  San  Diego. 
69.  Married,  4  children 
Computer  engineering  professor  at  UC 
San  Diego  patented  code  division  multi- 
ple access  technology,  pushed  to  make  it 
the  standard  for  wireless  devices.  Survivec 
the  telecom  bust,  now  finding  new  cus-j 
tomers  in  India,  China.  Pledged  $120  mil: 
lion  to  San  Diego  Symphony. 


Charles  Simonyi 

$1  billion 

Microsoft.  Medina,  Wash. 

55.  Single 

Worked  at  Xerox's  famed  PARC  lab,  lured  tc 

Microsoft  in  1981  by  Bill.  Chief  architect  and1 

developer  of  Word,  Excel  applications.  Now 

labors  to  encode  the  way  experts  think  aboul 

their  problems.  Calls  venture  "the  biggesi 

damned  opportunity  yet."  Budapest  native. 

came  to  the  U.S.  at  age  18,  earned  bachelor's 

from  Berkeley,  computer  science  Ph.D.  from 

Stanford. 


Scott  Cook 

$1  billion 

Intuit.  Woodside,  Calif. 
51.  Married,  3  children 
Wife's  complaints  about  balancing  her 
checkbook  prompted  former  P&G  prod- 
uct manager  to  develop  personal-finance 
software.  Founded  Intuit  with  programmer 
Tom  Proulx.  Shipped  first  copy  of  Quicken 
in  1984;  QuickBooks  for  small  business, 
TurboTax  followed.  Today  Intuit  has  22 
million  users.  Feds  nixed  $1.5  billion  deal  to 
sell  to  Microsoft  in  1995,  but  he  still  finds 
money  to  fund  M.B.A.  product  manage- 
ment program  at  University  of  Wisconsin's 
business  school. 


Mary  Anselmo 

$860  million 
PanAmSat.  Greenwich,  Conn. 
74.  Widowed,  3  children 
Husband  Rene  cofounded  nation's  first  pri- 
vate satellite  communications  firm,  PanAm- 


Confessions  of  the  World's  Most  Demanding  ClOs. 
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e  rie  a  remote 
of  !  >r  th    planet? 

"FedEx  is  global  in  a  big  way,  and  we  need  the  tools  to  manage 
a  network  that  reaches  every  corner  of  the  planet  — systems  to  monitor 
flights  to  over  200  countries,  track  nearly  6  million  packages  a  day  and 
power  fedex.com.  Total  control  is  critical.  Being  on  time  is  everything. 

"HP  prescribed  the  perfect  management  solution  using  HP 
OpenView.  Now  we  oversee  data  centers  in  far-flung  places,  all  from 
key  central  locations.  And  we  can  automate  workload  balancing  and 
boost  support  to  hotspots  before  problems  affect  customers  — whatever 
the  hardware  or  platform. 

"This  lets  our  IT  personnel  focus  on  running  the  business  smoothly 

and  decreases  costs  in  a  major  way.  No  pun  intended,  but  HP 

really  delivered." 

-Robert  Carter,  CIO,  FedEx 


=  everything  is  possible 


M 


-  ■ 


www.hp.com/go/demandmore 
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Sat,  in  1984.  First  customer:  CNN.  Died  two 
days  before  1995  IPO.  Mary  still  holds  7% 
stake.  Son  Reverge  produces  indie  films;  his 
Seven  Hills  Pictures  is  set  to  release  new  Val 
Kilmer  flick,  Stateside. 


Todd  R.  Wagner 

$750  million 
Broadcast.com.  Dallas. 
43.  Single 

Dot-commer  made  fortune  selling 
Broadcast.com  with  partner  Mark  Cuban 
(see)  to  Yahoo  in  1999.  Now  dabbles  in 
Hollywood  and  develops  nonprofit  after- 
school  educational  program,  dubbed  Mir- 
acles. It  is  part  of  the  afterschool  initia- 
tive of  buddy  and  governor-wanna-be 
Arnold  Schwarzenegger. 


James  Clark 

$700  million 

Netscape.  Palm  Beach,  Fla. 
59.  Married,  2  children 
Iconic  figure  of  1990s  Internet  boom 
founded  three  successful  tech  ventures — Sil- 
icon Graphics,  Netscape  and  Healtheon 
(now  WebMD) — but  isn't  active  or  a  major 
shareholder  in  any  of  them.  Claims  to  be  no 
longer  searching  for  the  4th  "new  new 
thing,"  but  still  invested  in  startups  Neoteris 
(computer  security  technology)  and 
MyCFO.com  (wealth  management  for  rich 
clients). 


Bobby  Ray 
Johnson  Jr. 

$675  million 

Foundry  Networks.  San  Jose,  Calif. 
46.  Married 

Ex-IBMer  launched  Centillion  Networks 
in  1993;  sold  to  Bay  Networks  for  $140 
million  18  months  later.  Came  out  of  early 
retirement  in  1996  to  start  high-speed- 
network-equipment  maker  Foundry. 
Stock  rose  17-fold  in  6  months  after  1999 
initial  public  offering,  but  Johnson  still 
drew  heat  for  $231  million  pay  package. 
It's  now  at  $23,  down  90%  from  its  peak. 
Firm  weathers  tech  slump  \  deral 

contracts. 


*  V 


Hi 


■  ? 


Cellular  pioneer  CRAIG  MCCAW  hopes  his  latest  satellite  venture  gets  off  the  ground. 


S.  Robert  Levine 

$625  million 

Cabletron  Systems.  Stratham,  N.H. 
45.  Divorced,  remarried;  1  child 
Started  Cabletron  with  partner  Craig  Ben- 
son in  1983.  Maker  of  custom  link  cables  for 
PCs  eventually  lost  networking  wars  to 
Cisco;  company  split  up  into  parts.  Stepped 
down  as  CEO  in  1997.  Now  investing  in  pri- 
vate startup  Pannaway  Technologies,  broad- 
band supplier  to  telecom  companies. 


Aubrey  Chernick 

$600  million 

Candle  Corp.  Los  Angeles. 

54.  Married.  3  children 

unputer   engineer 
found  ire  company  in  1976  to  ser- 


vice IBM  mainframe  computers  after  foil 
tune  cookie  promised  his  wish  would  corol 
true.  Named  Candle  to  evoke  image  of  illil 
mination;  still  runs  it.  Expanded  into  Wet| 
based  products  in  2001,  but  lately  on 
downward  slide.  Revenues  off  15%  this  yea  I 


Louis  V.  Gerstner  Jr. 

$600  million 

IBM.  Greenwich,  Conn. 

61.  Married,  2  children 

Made  name  as  an  executive  at  RJR  Nabisc  | 

and  American  Express,  made  a  fortur 

turning  around  IBM  (and  exercising  ma 

sive  stock  options  grants).  Stepped  dow 

last  year  after  9  years  at  the  helm.  New  pn 

jects  include  education  think  tank  Commi 

sion  on  Teaching;  chairs  private  equity  fin  | 

Carlyle  Group. 
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For  most  stars,  fame  is  fleeting.  These  media  moguls  are  building 
fortunes  that  will  endure  well  after  their  time  in  the  spotlight. 


Barbara  Cox  Anthony 

$11  billion 
Inheritance.  Honolulu. 
80.  Married,  2  children 

Anne  Cox  Chambers 

$11  billion 

Inheritance.  Atlanta. 
83.  Twice  divorced,  3  children 
Two  daughters  of  James  M.  Cox  (d.  1957), 
newspaper  reporter  who  bought  the  Dayton 
Evening  News  for  $26,000  in  i898.  Served 
three  terms  as  Ohio  governor;  bought  more 
newspapers.  Today  sisters  control  98%  of 
Cox  Enterprises:  17  daily  newspapers  (in- 
cluding flagship  Atlantis  Journal-Constitu- 
tion), 15  TV  stations,  78  radio  station- 
systems  (6.5  million  users)   Barbara'.  I 
low  profile  in  Hawaii  Anne  former  ambas- 
sador to  Belgium  undei 


amassed  fortune  buying  and  selling  broad- 
cast, cellular  properties.  Tech  crash  drove  his 
Metromedia  Fiber  Network  into  bankruptcy; 
emerged  last  month  as  AboveNet  with  equity 
partners  Kluge,  Craig  McCaw  (see)  and 
Franklin  mutual  funds.  Overseas,  Metrome- 
dia International  telecom  arm  restructured 
after  recently  flirting  with  insolvency.  He  still 
has  plenty  of  cash  for  philanthropy,  recently 
giving  $60  million  to  the  Library  of  Congress. 


John  Kluge 

$10.5  billion 
Metromedia.  Palm  Beach, 

89.  Thrice  divorced,  reman 
German  emigre,  onetime  rich* 
America,  started  with  television 
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Sumner  Redstone 

$9.7  billion 

Viacom.  Beverly  Hills,  Calif. 
80.  Divorced,  remarried;  2  children 
Irrepressible  media  magnate  turned  out  to 
be  a  wishy-washy  bidder  for  Vivendi  Uni- 
versal, perhaps  because  he  harbors  bigger 
fancy  for  AOL  Time  Warner.  Resurgent  ad 
market  will  help  the  cause:  Viacom  profits 
up  21%  last  quarter.  Son  of  drive-in  theater 
owner,  took  over  Dad's  business  in  1954, 
built  National  Amusements  into  1,400- 
' «  n  chain  Reaped  big  gains  in  1980s  flip- 
stoc  k  in  takeover  targets  Twentieth  Cen- 
Fox  (bought  by  News  Corp.)  and 
mbia  Pictures  (bought  by  Sony).  Big 
;rowth  ever  since:  \  iacom  now  owns  CBS, 


Infinity  Broadcasting,  Paramount,  Nicki 
elodeon,  MTV,  Blockbuster.  Now  consider- 
ing purchase  of  German  outdoor  advertis 
ing  company  Deutsche  Staedte-Medien 
Maintaining  delicate  symbiosis  with  second 
in-command  Mel  Karmazin — but  daughte: 
Shari,  who  is  on  the  board  but  not  active  ir 
the  company,  waits  in  the  wings. 


Charles  Ergen 

$8.9  billion 
EchoStar.  Denver. 
50.  Married,  5  children 
No  love  lost  for  regulators.  First,  feds  cannec 
EchoStar's  $25  billion  bid  for  DirecTV.  Nov 
FCC  considering  rival  $6.6  billion  bid  by  Ru 
pert  Murdoch  for  controlling  34%  stake.  Silve 
lining:  outpacing  larger  DirecTV  in  new  cus 
tomers — 1.4  million  vs.  1.1  million  in  2002 
Former  Frito-Lay  financial  analyst  startec 
EchoStar  in  1 980  to  beam  pictures  to  rura 
customers;  today  it  has  9  million  subscribers 


Samuel  I.  Newhouse 

$7.7  billion 

Publishing.  New  York  City. 

75.  Divorced,  remarried;  3  children 
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STEVEN  SPIELBERG  lets 

his  DreamWorks  partners 

handle  the  corporate 

side — he  sticks  to 

moviemaking:  "I've  gotten 

too  much  credit  for  being 

an  astute  businessman." 
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Donald  Newhouse 

$7.7  billion 

Publishing.  Somerset  County,  N.J. 
73.  Married,  3  children 
Brothers.  Father  Sam  Sr.  took  over  failing 
Staten  Island  Advance  1922  and  built  what 
became  the  nation's  largest  newspaper  chain. 
Sons  inherited  Advance  Publications  after  fa- 
ther's death  in  1979.  Donald  runs  newspa- 
pers (Cleveland  Plain  Dealer,  Newark's  Star- 
Ledger),  Si  oversees  glamorous  Conde  Nast 
magazine  division  (Vogue,  Vanity  Fair,  the 
New  Yorker).  Also  owns  Sunday  newspaper 
insert  Parade,  Fairchild  Publications 
{Women's  Wear  Daily) . 

Rupert  Murdoch 

$7.2  billion 

News  Corp.  New  York  City. 
72.  Twice  divorced,  remarried;  6  children 
Started  with  one  newspaper  in  Adelaide, 
Australia.  Now  a  titan  in  television  (35  sta- 
tions, Fox  Network),  movies  (Twentieth 
Century  Fox),  newspapers  (New  York  Post, 
U.K.'s  Sun).  Operating  income  up  25%  this 
year,  led  by  strong  showing  in  television 
{Joe  Millionaire,  American  Idol)  and  DVD 
sales.  "Fair  and  balanced"  Fox  News  Chan- 
nel (host  to  Forbes  on  Fox)  defied  critics 
with  solid  lead  over  rival  CNN.  Expanding 
already  vast  empire  with  pending  $6.6  bil- 
lion purchase  of  34%  stake  in  satellite 
service  DirecTV  from  General  Motors. 
Sprightly  septuagenarian  shows  no  signs  of 
retiring;  fathered  sixth  child  this  year  with 
wife,  Wendi. 

Michael  Bloomberg 

$4.9  bill] 

Bloombt 

61.  Divon 

New  York  •    l  ;  ianage  the  Big 

Apple  like  hii  it  votei  — and 

angry  smokers  ;o  appease 

than  employees.  Bui  tgered 

unions,  driving  down 

trying  to  overhaul  New 

aged  school  system.  Difficulties  at  hi.s 

pany,  too:  sales  of  Bloomberg  term 

up  only  2%  over  List  war. 
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David  Geffen 

$4  billion 

DreamWorks.  Malibu,  Calif. 
60.  Single 

"I  have  no  interest  in  making  money  any- 
more. Everything  I  make  in  the  entertain- 
ment business  will  go  to  charity."  So  said 
Hollywood's  richest  man  when  asked  what 
he  intends  to  do  with  any  money  from 
DreamWorks  SKG,  founded  with  Jeffrey 
Katzenberg  and  Steven  Spielberg  (see 
both).  He  has  already  pledged  $200  mil- 
lion to  the  UCLA  medical  school.  Envi- 
ronmentalists are  miffed  that  he  wants  to 


limit  public  beach  access  rights  near  W 
home  in  Malibu. 


George  Lucas 

$3  billion 

Star  Wars.  Marin  County,  Calif. 
59.  Divorced,  3  children 
Star  Wars  creator  wrapping  up  filming 
Australia  on  the  next  and  final  installme 
of  his  sci-fi  series;  movie  set  for  spring  20( 
release.  Other  engine,  special  effects  shop  I 
dustrial  Light  &  Magic,  worked  on  this  stu- 
mer's hits  Pirates  of  the  Caribbean,  The  Hu 
Terminator  3. 


Former  movie  mogul  BARRY  DILLER  still  believes  in  the  Net,  even  after  the  crash. 
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L  Jerrold  Perenchio 

2.8  billion 
nivision.  Bel  Air,  Calif. 
?.  Married,  3  children 
inner  talent  agent  runs  nation's  largest 
>anish- language  TV  network.  With  part- 
es spent  $550  million  for  Univision  in 
>92;  his  16%  stake  now  is  worth  $1.2  bil- 
>n.  Univision's  $3.5  billion  bid  to  acquire 
janish-language  radio  powerhouse  His- 
inic  Broadcasting  awaits  FCC  approval, 
[ade  headlines  in  Los  Angeles  recently  in 
:rfuffle  over  10-acre  pitch-and-putt  golf 
>urse  he  built  in  Malibu. 

Iteven  Spielberg 

2.5  billion 

lovies.  Pacific  Palisades,  Calif. 

5.  Divorced,  remarried;  7  children 

rith  David  Geffen  and  Jeffrey  Katzenberg 

ee  both),  owns  Hollywood  hit  factory 

reamWorks  SKG.  Concentrates  on  mak- 

ig  movies,  not  meetings:  "That's  not 

hat  I'm  supposed  to  do.  I  get  a  headache 


when  they  start  talking  about  refinancing 
and  things  like  that."  Unmatched  record 
as  director:  Jaws,  E.T.,  Jurassic  Park, 
Schindler's  List,  Saving  Private  Ryan,  etc. 
Scored  ratings  hit  with  TV  miniseries 
Taken  for  the  SciFi  Channel;  now  produc- 
ing 12-hour  series  for  TNT  about  the  early 
American  West.  Next  directorial  effort: 
The  Terminal,  air  traveler's  nightmare 
starring  Tom  Hanks. 


Ted  Turner 

$2.3  billion 

AOL  Time  Warner.  Lamont,  Fla. 
64.  Thrice  divorced,  5  children 
Media  maven  remains  AOL  Time  Warner's 
largest  individual  shareholder  despite 
dumping  60  million  shares  in  May;  has  70 
million  left.  Clashed  with  AOL  brass  in 
wake  of  troubled  merger,  bemoaning  his 
backseat  role  and  dwindling  fortune.  Might 
find  it  easier  slinging  bison  burgers  at 
fledgling  restaurant  chain,  Ted's  Montana 
Grill.  Ardent  conservationist,  America's 
largest  landowner. 


Amos  Hostetter  Jr. 

$2.1  billion 

Continental  Cablevision.  Boston. 

66.  Married,  3  children 

Founder  of  cable  system  operator  sold  it 

twice:  first  in  1996  to  US  West,  then  as  chief 

sold  it  again  in  1999  to  AT&T  Got  cash, 

AT&T  stock  and  a  seat  on  the  board,  but 

took  big  hit  when  cable  stocks  fizzled.  Still 

invests  via  Boston  firm  Pilot  House.  Active 

fundraiser  for  alma  mater  Amherst. 


Leonore  Annenberg 


© 


$2  billion 

Inheritance.  Wynnewood,  Pa. 
85.  Divorced,  widowed;  2  children 

Widow,  second  wife  of  publisher  Wal- 
ter Annenberg  {Philadelphia  Inquirer, 
TV  Guide,  Seventeen).  Received  bulk  of  esti- 
mated $4  billion  estate  after  Walter's  death  in 
2002  (Annenberg  Foundation,  Metropolitan 
Museum  of  Art  got  the  rest).  Leonore:  Stan- 
ford grad  served  as  U.S.  chief  of  protocol 
from  1981  to  1982.  Chairs  the  Annenberg 
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Foundation,  dabbles  at  golf  on  the  family's 
private  course  in  Rancho  Mirage,  Calif. 

Patrick  McGovern 

$2  billion 

IDG.  Hollis,  N.H. 
66.  Divorced,  remarried;  4  children 
Built  computer  from  scratch  as  teenager, 
got  MIT  scholarship,  worked  on  college 
computer  magazine.  Launched  Interna- 
tional Data  Group  in  1964.  Today  IDG, 
with  flagship  Computerworld,  publishes 
300  magazines  and  newsletters  in  85 
countries.  Also  books,  trade  shows.  Sales: 
$2.4  billion.  Rejected  going  public  even  in 
the  bubble,  though  his  fortune  would 
have  soared. 


John  Malone 

$1.9  billion 

Liberty  Media.  Parker,  Colo. 

62.  Married,  2  children 

Shrewd  negotiator  on  losing  end  in  fight  over 

Vivendi's  entertainment  assets,  balking  at 

$14  billion  asking  price.  Summer  shopping 

spree  already  includes  $8  billion  purchase  of 

controlling  stake  in  QVC  shopping  channel. 


Music  impresario  DAVID  GEFFEN  says 

any  money  he  makes  from 

DreamWorks  will  go  to  charity. 


Star  Power 


Right-hand  man  of  TCI  founder,  Bob  Mag- 
ness  (d.  1996),  became  CEO,  sold  TCI  to 
AT&T  in  1999.  When  AT&T  sold  the  cable 
systems  to  Comcast  in  2002,  Malone  got 
stock.  Through  investment  vehicle  Liberty 
Media  owns  big  stakes  in  News  Corp.,  AOL 
Time  Warner  and  InterActivecorp,  Barry 
Diller's  e-commerce  company. 


Haim  Saban 

$1.7  billion 

Television.  Beverly  Hills,  Calif. 
58.  Divorced,  remarried;  4  children 
Self-described  "cartoon  schlepper"  created 
Mighty  Morphin  Power  Rangers  in  the  U.S. 
in  1993.  With  Rupert  Murdoch's  Fox  TV, 
formed  Fox  Family  network;  sold  to  Disney 
in  2001.  His  take:  $1.5  billion.  Now  making 
second  attempt  to  acquire  Germany's  num- 
ber two  broadcaster,  ProSiebenSat.l,  from 
bankrupt  KirchMedia. 


Barry  Diller 

$1.6  billion 

InterActivecorp.  Beverly  Hills,  Calif.; 
New  Milford,  Conn.;  New  York  City. 
61.  Married 

Onetime  entertainment  mogul  says  the  real 
future  lies  online.  His  company  owns  Expe- 
dia,  Hotels.com,  Match.com,  Ticketmaster, 
Home  Shopping  Network.  Starred  this  sum- 
mer in  Hollywood's  hottest  summer  feature: 
bidding  war  for  Vivendi  Universal.  Will  be 
ally  of — or  potential  annoyance  for — new 
owner.  Stepped  down  as  Vivendi  Entertain- 
ment's co-CEO  in  March  after  selling  his 
USA  Networks  to  the  French  firm  in  2001 
for  $12  billion,  but  is  still  expected  to  be  in 
on  the  final  deal. 


Frank  Batten 

$1.5  billion 

Landmark.  Virginia  Beach,  Va. 

76.  Marrie  /,  3  children 

ime  publisher  of  uncle's  Virginian-Pilot 

<  .it  age  27.  Took  over,  created 

immunications:  newspapers  (3 

is),  TV  stations,  cable  (Weather 

i,  Frank  Jr.,  now  in  charge. 

v,  big  in  philanthropy:  $175 


BY  THE  NUMBERS 


The  youngest  member  of 
The  Forbes  400:  Daniel  Ziff 


million  in  recent  gifts,  much  to  educatic 
including  $32  million  to  alma  mater  Hi 
vard  Business  School.  Co-wrote  new  bo 
The  Weather  Channel:  The  Improbable  R 
of  a  Media  Phenomenon. 


Lowry  Mays 


$1.5  billion 

Clear  Channel.  San  Antonio,  Tex. 
68.  Married,  4  children 
Harvard  M.B.A.  bought  first  radio  station 
1972  with  fellow  Texan  Billy  Joe  (Red)  V 
Combs.  Built  Clear  Channel  Communicatic 
into  nation's  largest  station  owner  with  1,2 
outiets.  Added  TV,  billboards,  concert  venu 
booking  agency.  Stock  up  20%  in  the  past  yt 
but  Department  of  Justice  is  investigati 
whether  the  company  limits  airtime  of  mu 
acts  that  don't  use  its  concert  services. 


Robert  Naify 

$1.4  billion 

United  Artists.  San  Francisco. 
81.  Widowed,  6  children 
Surviving  son  of  Lebanese  immigrant  fatl 
who  got  into  movie  house  business  in  ; 
lantic  City  1912  and  later  purchased  half 
United  Artists  theater  chain.  Robert,  w 
brother  Marshall  (d.  2000),  climbed  to  I 
top  after  working  as  ushers,  projection!' 
Invested  in  cable  TV  in  1950s;  sold  to  1 
in  1986  for  cash,  stock. 


Successful  enough  to  have  a  private  jet. 
Smart  enough  to  pay  less  for  it. 

Fractional  ownership  designed  to  keep  amenities  up,  your  costs  down.  Imagine 
riding  in  a  new  best-selling  Cessna  Citation.  Everything  is  managed  for  you. 
Fly  when  you  want,  arrive  refreshed,  ready,  punctual.  An  expensive  luxury? 
Not  anymore.  Our  smarter  infrastructure  affords  you  the  industry's  lowest 
upfront  and  ongoing  costs.  Fly  wisely,  spend  smartly.  See  specs  and  jets  at 
citationshares.com.  For  a  freecost  comparison,  call  1  600  340-7767,  ext  121. 


www.citationshares.com 

"©2003  CitationShares 
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Charles  Dolan 

$1.4  bill 

Cablevis  ms  Oyster  Bay,  N.Y. 

76.  Ma. 

Chairm;ii 

dropped  offli 

share  price  dip] 

high  of  $76.  Shat 

making  the  cable  pi 

again.  Now  focuses  on  ci 

soning  distractions. 

tronics  retailer  The  V> 

channel  Bravo.  Son,  Jam. 

"Everything  is  for  sale — at  tin.  ■ 

"Chuck"  harbors  loftier  ideas:  lo( 

launch  national  satellite- TV  service. 


I    I 


William  Randolph 
Hearst  III 

$1.3  billion 
Inheritance.  San  Francisco. 
54.  Married,  3  children 

Austin  Hearst 

$1.2  billion 

inheritance.  New  York  City. 
'■!.'■  arced,  3  children 

George  Randolph 

Hearst  Jr. 

billion 
teritance.  Los  Angeles. 
i  Widowed,  divorced,  remarried;  4  children 


Phoebe  Hearst  Cooke 

$1.2  billion 
Inheritance.  San  Francisco. 
76.  Divorced,  remarried;  1  child 


David  Hearst  Jr. 

$1.2  billion 
Inheritance.  Los  Angeles. 
58.  Single 

Five  grandchildren  of  famed  publishi 
William  Randolph  Hearst  still  contn 
$5  billion  (sales)  media  giant  Hearst  Corp 
but  nonfamily  member  Victor  Ganzi  rui 
day-to-day  business.  William's  fathel 
George,  was  a  prospector,  land  baron,  U. 
senator  who  "won"  failing  broadsheet  Sc 
Francisco  Examiner  as  payment  for  gamblii 
debt  in  1880.  Only  child,  William  (d.  195 
assumed  control  in  1887,  built  nation 
largest  newspaper  chain  via  sensational  "y| 
low"  journalism.  Today  Hearst  owns  mag 
zines  {Cosmopolitan,  Esquire,  Good  Hous 
keeping),  newspapers  (Houston  Chronic, 
San  Francisco  Chronicle),  broadcastii 
(Hearst-Argyle)  and  cable  (stakes  in  ESP1 
A8cE  and  Lifetime). 


Robert  Johnson 

$1.3  billion 
BET.  Washington,  D.C. 
57.  Divorced,  2  children 
Founder  of  Black  Entertainment  Televisi< 
became  the  nation's  first  African- Americ 
billionaire  after  selling  the  cable  channel 
Viacom  for  $3  billion  in  2001.  Still  in  10  dil 
its  even  after  paying  estimated  $400  milli< 
divorce  setdement  to  ex- wife  Sheila  in  20(  | 
This  year  became  first  minority  to  own  rr 
jority  interest  in  a  professional  sports  tea 
His  basketball  Bobcats  will  take  to  the  cot 
next  season  in  Charlotte,  N.C. 


Frederick  (Ted)  Field 

$1.2  billion 

Interscope.  West  Hollywood,  Calif. 
51.  Thrice  divorced,  8  children 
Marshall  Field  department  store  heir  s< 
Interscope  music  label  to  Universal  for  $2 
million,  but  new  venture  ArtistDirec 
stock  was  delisted  in  May.  Hopes  for  bet 
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buzz  as  executive  producer  of  new  Tom 
Cruise  flick,  The  Last  Samurai. 


Stanley  S.  Hubbard 

$1.2  billion 

DirecTV.  St.  Mary's  Point,  Minn. 

70.  Married,  5  children 

Thank  you,  FCC!  Recent  deregulation  makes 

it  easier  for  second-generation  Minnesota 

television  mogul  to  expand  roster  of  13  TV 

stations — or  sell  them  at  higher  prices  than 


Star  Power 


before.  Most  of  wealth  still  comes  from 
DirecTV  (founded  as  U.S.  Satellite  Broad- 
casting), now  to  be  34%-owned  by  Rupert 
Murdoch's  News  Corp. 


Oprah  Winfrey 

$1.1  billion 

Television.  Chicago. 

49.  Single 

While  other  media  mavens  founder,  Oprah 

still  flying  high  on  television  ( Tlie  Oprah  Win- 


frey Show,  now  in  its  18th  season,  airs  in  1 
'countries),  in  print  (0/  The  Oprah  Magazir 
remains  a  big  seller  at  the  newsstand)  and  or 
line  (Oprah.com  visited  by  2  million  fans 
month).  Latest  hit:  The  Dr.  Phil  Show,  a  dai 
self-help  series  syndicated  for  television. 


Alan  Gerry 


$1.1  billion 

Cablevision  Industries.  Liberty,  N.  Y. 
74.  Divorced,  remarried;  3  children 
High  school  dropout  sought  better  TV  I 
ception  by  building  his  own  $1,500  antenr 
tower;  later  built,  bought  cable  franchise 
Sold  Cablevision  Industries  to  Time  Warm 
in  1996  for  $2.8  billion.  Still  owns  20  millic 
shares  in  AOL  Time  Warner,  but  fares  bett 
with  private  investment  boutique  Grani 
Associates. 


Gary  Magness 

$1.1  billion 

Inheritance.  Cherry  Hills,  Colo. 
49.  Divorced,  remarried;  2  children 
Surviving  son  of  Bob  Magness,  who  foundc 
cable  television  giant  TCI  (an  older  son,  Kii 
died  in  March).  Brothers  inherited  fortu: 
after  drawn-out  court  fight  with  stepmoth 
Gary  prefers  a  low  profile  but  begins  to  pc 
up  in  Denver  society  after  2002  marriage 
Celestial  Seasonings  tea  heiress  and  So  Lc 
contemporary  sportswear  entreprene 
Sarah  Siegel. 


Herbert  Siegel 

$1  billion 

Television.  New  York  City. 

75.  Married;  2  children 

Investor  bought  large  Warner  Communic 

tions  stock  in  early  1980s.  Formed  United  Pai 

mount  Network  with  Viacom;  sold  to  Rup< 

Murdoch's  News  Corp.  for  $5.3  billion  in  20( 


Dwight  Opperman 

$975  million 

West  Publishing.  Dellwood,  Minn. 

80.  Widowed,  2  children 

Built  venerable  legal-rulings  media  fir:| 

sold  to  Thomson  Corp.  for  $3.4  billion 
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Some  newspapers  still  have  one  section 
for  "business"  and  another  for 
"international  business." 

How  quaint. 


With  over  400  journalists  worldwide,  the  FT  is  the  only  major  news  source 
to  offer  a  true  global  perspective  on  the  issues  that  matter  most  to  senior- 
level  executives.  Which  is  why  over  half  our  readers  are  CEOs,  CFOs,  COOs 
and  the  like. Consider  this  your  invitation  to  join  them.   READ  TO  LEAD 
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1996.  Reinvests  via  Key  Investments  (mag- 
azines, venture  capital).  Vance,  his  son,  runs 
business  day-to-day,  writes  big  checks  to 
Democrats. 


Helen  K.  Copley 

$960  million 
Copley  Press.  La  folia,  Calif. 
80.  Divorced,  widowed;  1  child 
Inherited  98-year-old  newspaper  chain  (in- 
cluding flagship  San  Diego  Union-Tribune) 
from  husband  James  Copley  (d.  1973).  Re- 
tired in  1997  after  running  Copley  Press  for 
24  years;  son,  David,  now  at  the  helm. 
Owner  of  La  Casa  del  Zorro,  desert  resort  in 
Borrego  Springs,  Calif. 


Edmund  Ansin 

$950  million 

Sunbeam  Broadcasting.  Miami  Beach. 
67.  Divorced,  3  children 
Looser  media-ownership  rules  make 
Ansin's  Miami  and  Boston  TV  stations 
prime  acquisition  targets  for  larger  players, 
but  he  insists  he's  looking  to  buy,  not  sell. 
Son  of  Massachusetts  shoemaker,  Ansin 
bought  Miami  station  in  1962,  which  was 
an  NBC  affiliate  until  network  dropped 
him  in  1989.  Increased  ratings  with  tabloid 
makeover  and  Fox  affiliation.  Acquired 
Boston  station  in  1993,  now  number  one 
in  that  market.  Also  owns,  develops 
Broward  County  real  estate. 


Roy  Disney 

$900  million 
Walt  Disney.  Los  Angeles. 
73.  Married,  4  children 
Nephew  of  cartoonist  Walt  Disney  (d.  1 966 ) 
worked  for  years  as  film  editor,  writer,  pro- 
ducer. Left  after  spat  with  management  in 
1977.  Returned  in  1984  after  te.  ming  up 
with  the  Bass  brothers  of  Texas  (s< 
Jeffrey  Katzenberg  (see),  renewed  i 
on  animated  films:  Lion  Kv  g,  I 
maul.  Remains  Disney  vice  chairm  in 
individual  shareholder,  even  after  agi 
to  sell  up  to  40%  of  his  holdings.  Pi 
vestments  via  Shamrock  Holdings:  -  u 
than  $2  billion  under  management 


yachtsman — new  86-foot  sailboat  being  built 
in  New  Zealand. 


H.  FitzGerald  Lenfest 

$825  million 

Lenfest  Cable.  Huntington  Valley,  Pa. 
73.  Married,  3  children 
Counsel  for  media  tycoon  Walter  Anncn- 
berg  bought  two  cable  systems  in  Pennsyl- 
vania 1974.  Built  web  of  high-end  systems 
in  Philadelphia,  Delaware  suburbs.  Sold  to 
Comcast  in  January  2000.  Chairman  of 
Philadelphia  Museum  of  Art,  active  philan- 
thn  -;st.  "Giving  away  money  is  as  difficult 
as  ma!  i  «  it." 


Jeffrey  Katzenberg 

m 

i    Beverly  Hills, 
chil  //■<•// 

iod  hitmaker  DreamWorks 

Ryan,  Gladiator, 

tners,  Steven  Spiel- 


berg and  David  Geffen  (see  both).  Had 
borrow  $30  million  to  help  launch  Drear 
Works  with  great  fanfare  in  1994.  Cor 
pany  now  delivers  on  the  hype:  its  filr 
generate  highest  box-office  average  amo: 
the  major  studios.  Ex-Disney  exec  arm 
with  $1.5  billion  in  new  financing  to  boc 
live-action,  animated  feature  film  outp 
New  TV  drama,  Las  Vegas,  premiered 
NBC  last  month. 


I 


c 


Roy  Speer 


id 


e; 


$775  million 

Home  Shopping  Network.  Clearwater,  F 
71.  Married,  3  children 
Former  radio  man  cofounded  Hor 
Shopping  Network,  sold  to  John  Malon 
TCI  cable  in  1993.  Later  started,  sold  d 
ital  video  business  to  Phil  Anschutz  (se 
But  every  dime  counts:  serial  entrepi 
neur  now  fighting  business  partner 
court  after  losing  $5  million  investmc 
in  bankrupt  pest-control  maker  Lenl 
International. 


ft 

to 
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itroducing 

igh  performance  technology  that's  also 

ood 

J  I        L  I   I  C      W  I  1  V  I  I   \J  I  |  "I   I  La     Now  you  can  burn  more  rubber  and  less  gas.  Toyota's  revolutionary  new 

rid  Synergy  Drive"  combines  a  gasoline  engine  with  a  powerful  electric  motor  that  never  needs  to  be  plugged  in. 

result?  Super-efficient,  super-charged  performance. 

example,  Hybrid  Synergy  Drive  will  inject  a  V6  SUV  with  the  power  and  torque  of  a  V8.  Remarkably,  the  SUV  will  also  achieve 

average  fuel  efficiency  of  a  compact  car  with  a  fraction  of  conventional  emissions. 

groundbreaking  yet  affordable  technology  will  hit  the  roads  this  fall  in  the  next  generation  Prius,  And  after  that,  it  will  be  available 
ore  and  more  Toyota  products  -  including  SUVs. 

day,  all  cars  may  be  quicker  off  the  mark.  And  slower  to  leave  a  mark. 
>ta. com/tomorrow        ~;oo3 


MORROW 


TOYOTA 
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Oakleigh  B.  Thorne 

$725  million 
Publishing.  Millbrook,  N.Y. 
71.  Divorced,  remarried;  4  children 
Great-grandfather  bought,  built  Commerce 
Clearing  House  into  the  largest  publisher  of 
tax  guides  for  lawyers,  accountants.  Oakleigh 
B.  handed  company  to  son  Oakleigh,  who 
sold  it  to  Dutch  publisher  Wolters  Kluwer  in 
1996  for  $1.9  billion. 

Norman  Wain  Jr. 

$700  million 

Gateway.  Dakota  Dunes,  S.D. 

49.  Divorced,  1  child 

Cofounder,  with  younger  brother,  Ted 

(see),  of  PC  maker  Gateway.  Left  in  1991, 

started  Waitt  Media  &  Gold  Circle  Films. 

Hollywood  laughed  at  him  until  he  put  $5 

million  into  My  Big  Fat  Greek  Wedding. 

Box  office  gross:  $371  million. 


Blackouts, deficits, angr)    mo!  ers 
MICHAEL  BLOOMBERG  t  nduK 
trials  of  a  truly  public 


Robert  E.  Petersen 

$700  million 

Petersen  Publishing.  Beverly  Hills. 

77.  Married 

Auto  mechanic's  son  pumped  gas  as  a  child. 

Started  Hot  Rod  magazine  1948  with  $400. 

Added  Motor  Trend,  Guns  &Ammo,  Skin 

Diver.  Sold  Petersen  Publishing  in  1996  for 

$500  million.  Bought  Sports  Afield  in  2000,  then 

sold  it  last  year.  Now  mostly  retired,  watches 

over  investments  in  L.A.-area  real  estate. 


Michael  Eisner 

$630  million 
Walt  Disney.  Los  Angeles. 
61.  Married,  3  children 
Heading  into  third  decade  as  chief  Mouse- 
keteer,  Disney  CEO  tries  to  put  happy  ending 
on  two  tough  years.  Stock  up  25%  since 
March,  though  still  below  2000  peak.  Film  biz 
tops  $1.25  billion  at  box  office,  with  three 
months  to  go  this  year.  Sticking  point:  re-up- 
ping  deal  with  Pixar  (Finding  Nemo).  Eisner 
took  over  an  ailing  Disney  in  1984,  diversified 
it  into  world's  2nd-biggest  media  company 
(after  AOL  Time  Warner);  drove  share  price 
up  more  than  tenfold  before  2000  downturn. 
Now  refocusing;  sold  baseball's  Anaheim  An- 
gels to  Arturo  Moreno  (see),  looking  for  buyer 
for  hockey's  Mighty  Ducks. 

Brian  L.  Roberts 

$625  million 
Comcast.  Philadelphia. 
44.  Married,  3  children 
Turned  regional  cable  outfit  into  nation's 
biggest  cable  operator  with  last  year's  pur- 
chase of  cable  systems  owned  by  AT&T. 
Company  started  by  father,  Ralph,  in  1960s 
with  rural  systems  in  Mississippi.  Philadel- 
phia-based company  owns  majority  stake  in 
pro  bas  etball's  76ers,  hockey's  Flyers. 
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i.    phetiCase 

$610  million 

AOL  Time  Warner.  .  IcLea     \ 

divorced,  remarried;  5  children 
Chief  architect  ol  disastrous  i  tergerbetween 
VOl  and  Time  Wai  ;ured  into 


Fox  News  Channel  generates  buzz 
stateside,  but  RUPERT  MURDOCH'S 
empire  stretches  around  the  globe. 


resigning  as  chairman  this  year  but  rema 
one  of  the  largest  individual  shareholde 
with  12.5  million  shares.  Online  unit  g 
much  of  the  blame  for  media  giant's  wc 
so  new  chairman  Dick  Parsons  consid 
sacking  "AOL"  from  company  name. 


Marcy  Carsey 

$600  million 

Television.  Los  Angeles. 
58.  Widowed,  2  children 


Tom  Werner 

$600  million 
Television.  Los  Angeles. 
53.  Single,  3  children 
King  and  Queen  of  TV's  vast  wastela 
Former  ABC  execs  cofounded  sitcom  I 
tory  Carsey-Werner-Mandabach  (' 
Cosby  Show,  Roseanne,  That  '70s  Shi 
in  1 98 1 .  Now  one  of  the  last  indies  in  a  c 
solidated  media  world.  Newest  offeri 
Whoopi,  appears  on  NBC  network  this 
Werner:  former  documentary  prodt 
and  now  part-owner  of  Boston  Red  J 
Carsey:  started  as  NBC  tour  gu 
production  assistant. 


Plan  A: 

Invent  an  entirely  new  system 
for  integrating  data,  enterprise 
and  partners.  Waste  months. 
Bleed  cash.  Hunt  down  the  guilty. 
Punish  the  innocent. 


Plan  B: 
Don't. 


Welcome  to  a  new  way  of  thinking.  Sterling  Commerce  delivers 
flexible,  modular  integration  solutions  designed  to  maximize  return 
on  the  technology  investments  you've  already  made.  We  help  you 
leverage  your  existing  infrastructure  to  create  solutions  that  provide 
measurable  results  fast.  Find  out  how  you  can  address  the  challenges 
you're  facing  today  while  building  the  fully  integrated  environment 
of  tomorrow,  sterlingcommerce.com 


J  sterling  commerce 


GENTRAN   INTEGRATION   SUITE*"  STERLING   INFORMATION   BROKERS  CONNECT"  OUTSOURCING 


"ommerce,  Inc  ALL  RIGHTS  RESERVED   Sterling  Commerce  and  the  Sterling  Commerce  logo  are  trademarks  of  Sterling  Commerce,  Inc   Sterling  Commerce  is  an  SBC  Communications  Inc  company 


Tony  Menezes,  IBM  facilitator  of  open  practices,  financial  industry 


Open  standards  and 
the  taming  of  the  screw. 


In  1864,  a  bolt  or  screw  made  in  one  machine  shop  wouldn't  fit  a  nut  made 
in  another  machine  shop.  Everything  was  proprietary.  In  short,  a  mess. 

Until  William  Sellers  proposed  a  standard,  uniform  screw.  So  one  part 
could  be  made  down  the  street,  and  another  made  across  town,  and 
assembly  could  happen  anywhere.  Everything  worked  together. 

Apply  that  same  logic  to  IT  and  you  arrive  at  open  standards  like  Linuxf 
Universal,  open  "languages"  that  let  everything  IT  talk  to  everything 
else  IT.  Vendors,  systems,  partners  —  anyone  —  can  be  plugged  into  or 
unplugged  from  the  open  standards  "pegboard."  Open  standards  is 
also  the  antidote  to  being  locked  into  the  high  costs  of  any  one  vendor. 
The  business  results?  Speed,  responsiveness,  flexibility,  readiness. 

Open  standards.  The  unifying  thread  behind  on  demand  business. 

On  demand  business  starts  with  on  demand  thinking. 

IBM  is  home  to  thousands  of  people  who  live  and  breathe  Linux. 
Specialists  who  can  bring  open  standards  (and  all  its  benefits)  to  just 
about  every  industry.  Our  IT  expertise,  coupled  with  deep  business 
know-how,  can  deliver  real  change  across  your  company.  On  demand 
business.  Get  there  with  on  demand  people.  Call  800  IBM  7080  (ask 
for  thinking)  or  visit  ibm.com/services/thinking 


Can  you  see  it? 


1M  logo  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Linux  is  a  registered  trademark  of  Linus  Torvalds. 
k)rp.  All  rights  reserved. 
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Whether  they're  investing  their  own  money  or  yours,  these 

people's  decisions  can  often  make  or  break  a  company's  livelihood. 

Occasionally,  they  even  affect  your  retirement. 


Abigail  Johnson 

ton 

<ston. 

ion  III 

$4.9  >    I 

Mutu .!' 

73.  Man 

Fathei    n 

ments,  nati< 

pany.$890bil 

joying  recent 

$80  billion  dm  n  _ 

Magellan  Fund  n 

growth  engine:  Emplo 

of  human  resource  and 


Carl  Icahn 

$7.3  billion 

Investments.  New  York  City. 

67.  Divorced,  remarried;  2  children 

Corporate  takeover  titan  not  slowing  down 

yet.  Still  using  old  tactics:  in  2002  wrested 

ailing  XO  Communications   from   Ted 

Forstmann  (see)  through  big  bond  buy;  stake 

now  worth  $640  million.  Rare  telecom  bull 

launched  $700  million  bid  for  bankrupt 

fiber-optic  carrier  Global  Crossing.  Scored 

iiig  in  1980s  with  takeovers  of  Texaco,  USX 

\A  \.  Now  solidifying  Las  Vegas  stakes: 

tel  casinos,  including  the  1 150- 

isphere  Also  owns  the  Sands  in 

ity.  Funded  new  Carl  Icahn  Labo- 

biotech  at  Princeton. 


George  Soros 

$7  billion 

Hedge  funds.  Bedford,  NY. 
73.  Divorced,  remarried;  5  children 
Famed  financier  eager  to  put  last  ]\ 
behind  him.  In  December  Paris  co 
found  him  guilty  of  using  insider  infor  j 
tion  in  failed  raid  on  bank  Societe  Gem 
(Soros  is  appealing  the  decision);  signa 
Quantum  Endowment  Fund  up  8.'.\ 
through  August.  Renowned  for  making 
bets:  reaped  $1  billion  in  1992  specula  | 
on  the  British  pound;  lost  $2  billion 
ing  Russian  crisis  1998.  Known  for  phi  I 
thropy  and  pro-democracy  work:  netv 
of  foundations  donates  more  than  i\ 
million  a  year. 
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Farm-boy  roots  didn't 

stop  GERALD  FORD 

from  reaping  bigger 

rewards  in  banking  and 

real  estate. 


*P- — 


The  all-new  2004 


Aluminum  makes  it  lighter.  Lighter  makes  it  faster.  Faster  makes  it  Jaguar. 
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Notorious  cost-cutters  HERE  AND 

MARION  SANDLER  refuse  to  be 
influenced  by  Wall  Street  analysts. 


Kirk  Kerkorian 

$5  billion 
Investments. 

Las  Vegas,  Los  Angeles. 
86.  TJuice  divorced,  2  children 
Third  fling  with  MGM  a  little  rocky:  earn- 
ings still  scarce  despite  successful  James 
Bond  flick  Die  Another  Day  and  comedy 
Legally  Blonde  II.  Fueling  MGM  stock  price 
with  recently  launched  tender  offer  for  1 5 
million  shares.  Withdrew  $11.5  billion  bid 
for  Vivendi's  entertainment  assets  in  Fury, 
but,  incredibly,  still  pushing  lawsuit  against 
DaimlerChrysler  over  1998  merger. 


Eli  Broad 

$3.8  billion 

Home  building,  financial  servi 

Brentwood,  Calif. 
70.  Married,  2childt 
Focused  on  charit 
chief  of  financial  gia 
Latest  pledge:  $100 
medical   institute   ( 


genome  research,  to  be  run  by  Harvard  a 
MIT.  Contemporary-art  fiend  promised  J 
million  to  the  Los  Angeles  County  Musei 
of  Art. 


H.  Ross  Perot 

$3.7  billion 

Computer  services,  real  estate.  Dallas. 

73.  Married,  5  children 

Two-time  presidential  candidate  sold  E 

tronic  Data  Systems  to  General  Motor; 

1984  for  $2.5  billion.  With  8  associi 

formed  IT  consultancy  Perot  Systems.  B 

ness  now  run  by  son  Ross  Jr. 


Ronald  Perelman 

$3.5  billion 

Investments.  New  York  City. 

60.  Thrice  divorced,  remarried;  6  childt  I 

LBO  king  gave  up  cigars  and  reboun 

2  with  sale  of  California's  Gol 

Bancorp  to  Citigroup;  used  muc 

oceeds  to  pay  off  debts  from  ■ 

Is  like  Sunbeam.  Still  trying  to  sah  I 
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<>  stake  in  Revlon.  Bought  majority 
ce  in  Allied  Security  for  S300  million 
;  February.  Also  dropped  SI  million 
[>  SIGA  Technologies,  biotech  firm 
ning  sexually  transmitted  diseases  and 
terrorism. 


3ster  Crown 
family 

2  billion 

estments.  Wtbnette,  Ill- 
Married,  7  children 

1  of  Chicago  financier  Henry  Crown 
1990),  who  created  Material  Service 
h  2  brothers  in  1919,  merged  with 
neral  Dynamics  1959.  Lester  controls 
lily  holdings,  including  large  stakes  in 
ytag,  Bank  One  and  pro  basketball's 
icago  Bulls.  Major  benefactor  of  Jew- 
charities,  universities  and  the  Aspen 
titute. 


Henry  Hillman 

$2.8  billion 

Industrialist,  venture  capitalist. 

Pittsburgh. 

84.  Married,  4  children 
Son  of  Pittsburgh  steel  mogul  John  Hartwell 
Hillman  Jr.,  who  built  Pittsburgh  Coke  & 
Chemical.  Henry  joined  after  getting  geol- 
ogy degree  from  Princeton,  took  charge  in 
1959.  Changed  focus  to  light  industry,  real 
estate,  venture  capital;  an  original  backer  of 
tech  incubator  and  VC  firm  Kleiner  Perkins. 


Susan  Thompson  Buffett 

$2.6  billion 
Marriage.  San  Francisco. 

71.  Married,  3  children 
Separated  from  husband  Warren  Buffett  in 
1977;  moved  to  San  Francisco  to  pursue 
singing  career.  That  fizzled,  but  friendship 


BY  THE  NUMBERS 


The  oldest  member  of  The  Forbes  400: 
Max  Fisher 


with  Warren  going  fine:  sang  together  at 
Berkshire's  shareholder  gala  at  Borsheim's, 
the  jewelry  store  Berkshire  owns.  Serves  as 
Berkshire  Hathaway  board  member. 


ew  2004  XJ.  Stronger.  Faster.  Safer.  Smarter.  It's  the  first  time  a  luxury  sedan.has  been  built  with 
num-mtensive  monocoque  structure.  This  structure  employs.the ;same rivet-banding  technology;       ,  ^  Q  y,^§; 
Aerospace  construction.  Together,  they  make  for,an  XJ  that  -is  Lightweight,  yet  structurally  rigid  • 
ient;  yet  agile.  To  learn  more  about  the  X'jR's  a^va^ced  aluminum  body,  r'" 

f  |    -.JR  Ef 
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Preston  R.  Tisch 

$2.3  billion 
Loews.  Harrison,  N.  Y. 
77.  Married,  3  children 

Laurence  A.  Tisch 

$2  billion 
Loews.  New  York  City 
80.  Married,  4  children 
Siblings  got  start  with  New  Jersey  hotel  in 
1955;  later  owned  the  Drake,  Belmont  Plaza, 
Regency.  Took  control  of  Loews  Theatres 
1959,  diversified  interests  now  include  in- 
surance (CNA  Financial),  watches  (Bulova), 
oil-drilling  (Diamond  Offshore  Drilling),  to- 
bacco (Lorillard).  Brothers  long  known  for 


bearish  pessimism;  younger  generation,  now 
at  helm,  sees  brighter  future.  Preston  co- 
owns  New  York  Giants  pro  football  fran- 
chise: "The  Giants  are  now  my  main  busi- 
ness focus,  along  with  philanthropy." 


Clemmie  Dixon 
Spangier  Jr. 

$2.1  billion 

Investments.  Charlotte,  N.C. 
71.  Married,  2  children 
Farmer's  son  restored  failing  Bank  of  North 
Carolina  before  merging  with  NCNB  1982. 
Renamed  NationsBank,  now  Bank  of  Amer- 
ica, following  merger  with  Bank  America. 
Former  president  of  University  of  North 


Philanthropist  ELI  BROAD  gives  generously  to  the  arts  and  education. 


Carolina  controls  over  16  million  share 
Family  involved  on  all  fronts:  wife  Meredit 
sits  on  board;  daughter,  Anna,  guiding  ver 
ture  capital  firm  Wakefield  Group;  son-ir 
law  chief  of  construction  products  mam 
facturer  National  Gypsum.  Spends  spai 
time  tinkering  with  grandfather  clocks. 


Peter  Kellogg 


$2  billion 

Finance.  Short  Hills,  N.J. 
60.  Married. 
Father  James  C.  Kellogg  III  became  par 
ner  at  investment  boutique  1945;  becan 
Spear,  Leeds  &  Kellogg,  nation's  large 
specialist  on  New  York  Stock  Exchang 
Peter  took  over  in  1973;  sold  company 
Goldman  Sachs  in  2000  for  $5.7  billio 
Other  stakes  in  laser  imaging  (Presstek 
telecom  (CenterSpan  Communications 
paper  (Mercer  International). 


Charles  Johnson 

$2  billion 

Franklin  Resources.  San  Mateo,  Calif. 

70.  Married,  6  children 


Rupert  Johnson 

$1.6  billion 
Franklin  Resources.  San  Mateo,  Calif. 
63.  Married 
Father  Rupert  Sr.  founded  early  mutual  full 
outfit  Franklin  Distributors  1947.  Broth*  | 
took  over,  grew  Franklin  Resources 
adding  Templeton  Funds  1992,  Fiducial 
Trust  2001.  Today  8.4  million  accounts  wi 
$289  billion  assets  under  managemeil 
Charles:  Yale  grad,  former  Army  lieutena 
current  chairman  and  CEO.  Younger  brotl  I 
Rupert:  Washington  &  Lee  grad,  onetii 
Marine,  assists  as  vice  chairman.  Charl 
eldest  son,  Gregory,  serves  as  co-presidenl 

Richard  Rainwater 

$2  billion 

Real  estate,  energy,  insurance. 

For  Worth,  Tex.  59.  Married,  3  children 
Shaip-cyed  investor  and  Stanford  businl 
grad  cut  teeth  managing  Bass  family's  i 
million  portfolio  in  1970,  including  acqu 
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SPACE  BED 


The  biggest  bed  in  Business  Class. 


i 


Best  International  Airline 

-  Conde  Nast  Traveler,  14  out  of  15  years 

-  Travel  +  Leisure,  8  out  of  8  years 

I  YORK  SAN  FRANCISCO   LOS  ANGELES  VANCOUVER  AMSTERDAM    FRANKFURT  HONG  KONG 
El   TOKYO   SEOUL  AND  OVER  60  MAJOR  CITIES  IN  35  COUNTRIES     www.singaporeair.com/usa 


Experience  the  comfort  of  the  most 
spacious  business  class  bed  in  the  sky. 
Raffles  Class  SpaceBed  offers  you  a 
new  level  of  luxury  with  more  room  to 
work,  relax  or  sleep.  All,  of  course, 
while  enjoying  the  inflight  service  even 
other  airlines  talk  about. 


A  great  wav  to  flv 

SinGAPORE  AIRLinES 


A  STAR  ALLIANCE  MEMBER      T     * 
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tion  of  large  Disney  stake  in  1984.  Went  solo 
2  years  later.  Cofounded  Columbia  Hospital 
1987,  bought  Hospital  Corporation  of 
America  1994;  this  year  shed  HCA  in  favor 
of  stake  in  beleaguered  Tenet  Healthcare. 
Placed  $75  million  bet  on  catastrophe- 
insurance  group  PXRE  after  2001  terror  at- 
tacks: shares  up  20%  since.  Other  invest- 
ments: oil,  real  estate  through  Crescent  REIT. 


Ronald  Burkle 

$1.8  billion 

Supermarkets,  investments.  Los  Angeles. 
50.  Married,  3  children 
Former  bag  boy  founded  investment  com- 
pany Yucaipa  1986;  made  fortune  with  lever- 
aged buyouts  of  supermarket  chains  Fred 
Meyer,  Jurgensen's,  Ralph's.  Other  holdings: 
Golden  State  Foods,  supplier  of  food  prod- 
ucts to  McDonald's;  Alliance  Entertainment; 
Occidental  Petroleum.  Lifelong  Democrat 
taking  some  heat  in  California  for  manag- 
ing $760  million  of  state's  pension  fund  after 
making  large  donations  to  Governor  Gray 
Davis,  Calpers  board  members. 


Bruce  Kovner 

$1.8  billion 

Hedge  funds.  New  York  City. 
58.  Divorced,  3  children 
Dropped  out  of  Harvard  Ph.D.  program 
after  bout  of  writer's  block;  took  job  as  New 
York  cab  driver.  Started  trading  commodi- 
ties age  31  with  $3,000  loan,  racked  up  con- 
sistent annual  gains.  Started  Caxton  hedge 
fund  1983,  now  manages  $11  billion  in  as- 
sets; signature  fund  up  26.5%  in  2002  on  big 
wins  in  bonds,  currency  markets.  Chairman 
of  conservative  American  Enterprise  Insti- 
tute spent  $2  million  publishing  a  fully  illus- 
trated version  of  the  King  James  Bible. 

Dennis  Washington 

$1.8  billion 

Construction,  railroads,  n.s'  ing, 

tugboats.  Missoula,  Mont. 

69.  Married,  2  sons 

Expanded  fortune  saving  coi  lerate 

Morrison  Knudsen  1996;  later 

Washington  Group,  filed  Chapter  . 


^ 


Currency 

speculator 

GEORGE  SOROS 

spends  much  of 

his  time 

pondering  charity. 


^f      1 


Canada's  largest  tug-and-barge  company, 
fleet  of  cross-Pacific  container  ships.  In 
British  Columbia  owns  island  with  golf 
course.  Current  passion:  overhauling 
wrecked  204-foot  yacht. 


(and  quick  turnaround)  of  Learning  Com| 
pany  from  Mattel.  Tom  heads  up  Platinu 
Equity:  20  companies,  $4  billion  in  sales.  Thil 
year  bought  historic  MCA  building  in  Bew 
erly  Hills,  former  Global  Crossing  HQ. 


Herb  Allen 

$1.8  billion 

Investment  banking.  New  York  City. 
63.  Twice  divorced,  4  children 
Low-profile  investment  banker's  annual  re- 
treat for  media  bigwigs  in  Sun  Valley,  Idaho 
has  helped  spawn  some  high-profile  mergers 
like  Disney  and  ABC.  This  summer's  confab 
made  all  the  more  enticing  with  Vivendi 
Universal  on  the  block.  Board  member,  large 
investor  in  Coca-Cola. 


Alec  Gores 

$1.6  billion 

Leveraged  buyouts.  Beverly  Hills. 

50.  Divorced,  4  children 


Tom  Gores 

$1.6  billion 

Leveraged  buyouts.  Beverly  Hills. 

38.  Married,  2  children 

Buyout  brothers  emigrated  from  Israel, 

worked  together  until  split  in  1 995.  Alec  runs 

S  Technology  Group:  conglomerate  of 

.  including  2000  acquisition 


Stanley  Druckenmiller 

$1.6  billion 

Investments.  New  York  City,  Pittsburgh. 
51.  Married,  3  children 
Former  money  man  for  George  Soros  fal 
mous  for  orchestrating  his  boss'  billionl 
dollar  raid  on  the  British  pound  in  1992  wit  I 
timely  short  position.  Helped  generate  strinl 
of  30%  returns  for  Soros'  Quantum  Fun<| 
Parted  from  Soros  in  2000  after  sustaininl 
massive  tech  sector  losses.  From  Pittsburglj 
Pa.  now  runs  Duquesne  Capital  and  Nl 
Margin  Fund.  Chairs  Paul  Tudor  Jone 
Robin  Hood  Foundation. 


Franklin  Otis  Booth  Jr. 

$1.5  billion 

Berkshire  Hathaway.  Los  Angeles. 
80.  Divorced,  remarried;  6  children 
Great-grandson  of  Harrison  Gray  Oti 
founder  of  Times  Mirror  Co.  Met  Warrf  | 
Buffett  in  1963,  ended  up  with  1.4%  stake : 
Berkshire  Hathaway.  Engineering  degn 
from  California  Institute  of  Technolog 
Stanford  M.B.A.  Frugal  fly  fisherman  sho] 
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Conglomerateur  ALEC  GORES  presides  over  40  companies. 


from  L.L.  Bean  and  Orvis  catalogs,  flies  own 
Lear  jet.  Expanding  Otis  Orchards — one  of 
biggest  independent  orange  growers. 


Fayez  Sarof  im 

$1.5  billion 

Finance.  Houston. 
74.  Twice  divorced,  5  children 
Harvard  M.B.A.  founded  Fayez  Sarofim  & 
Co.  investment  bank  45  years  ago  with 
$100/  ! -■  s  father,  an  Egyptian  cotton 

er.  The  so-called  Sphinx  made  money 
the  Warren  Buffett  way — buying  blue  chip 
stocks  and  holding  them  for  the  long  haul. 
Now  winding  down:  manages  just  $37  bil- 
lion i:     ssets  down  from  $60  billion  in  2000. 


Jacki  us 

$1.5  billion 

Investment  bank,'  ng. 

80.  Twice  divorced. 
Joined  brother  Win 


take  Wal-Mart,  J.B.  Hunt  public.  Bought 
Donrey  Media  in  1993;  today  Stephens 
Media  operates  24  mostly  small-town  news- 
papers; online  bets  include  LasVegas.com, 
CasinoGaming.com.  Gave  $68  million  to 
University  of  Arkansas  to  build  spinal  re- 
search institute  and  sports  complex.  Class- 
mates with  Jimmy  Carter  at  U.S.  Naval  Acad- 
emy, supports  Carter  Center,  former 
President's  human  rights  organization. 


vestment  bank  Stephens, 


Edward  Lampert 

$1.5  billion 

Investments.  Greenwich,  Conn. 
41.  Married,  1  child 

Hard-nosed  chairman  of  ESL  Investments 
had  a  rough  year:  $5  billion  hind  reportedly 
down  1 5%  in  2002  after  returning  66%  in 
2001.  Spent  several  hundred  million  dollars 
buying  distressed  Kmart  bonds;  now  holds 
controlling  interest  and  is  trying  mightily  to 
haul  the  company  out  of  bankruptcy.  Risk- 
taker  also  has  large  stakes  in  Sears,  AutoZone. 
start  with  summer  job  at  Goldman 


Sachs;  launched  ESL  Investments  1998. 
High-profile  client  roster  includes  Michael 
Dell,  David  Geffen. 


Harold  Clark 
Simmons 


$1.4  billion 
Investments.  Dallas. 
72.  Twice  divorced,  remarried;  6  children 
Schoolteacher's  son  and  onetime  bank  ex-! 
aminer  with  a  taste  for  takeovers;  bough 
Dallas  drugstore  for  $5,000  in  1961 — soU 
chain  to  Eckerd  for  $50  million  12  years  latei 
Built  holding  company  Valhi  through  hos 
tile  takeovers;  now  chemicals,  metals  an< 
waste  management.  This  year  may  final! 
win  long-sought  license  from  state  to  bur 
nuclear  waste  in  West  Texas. 


Charles  Munger 

$1.4  billion 

Berkshire  Hathaway.  Los  Angeles. 
79.  Divorced,  remarried;  8  children 
Met  Warren  Buffett  1959,  invested  ir 
Berkshire  Hathaway.  Berkshire  vice  chair 
man  also  owns  substantial  stakes  ii 
Costco  Wholesale,  Daily  Journal  Corp 
Funded  new  wing  at  Pasadena's  Hunting 
ton  Library. 


Sanford  Weill 

$1.4  billion 

Citigroup.  New  York;  Greenwich,  Conn 
70.  Married,  2  children 
Citigroup  chief  pried  a  few  fingers  off  th 
helm  in  July  after  announcing  plans  to  ste] 
down  as  CEO  but  remain  chairman  througl 
2006.  Brooklyn  native  got  start  on  Wal 
Street  as  clerk,  built  brokerage  giant  Shear 
son,  sold  to  American  Express  in  1981.  Lef 
began  building  insurance  and  financial  be 
hemoth  Travelers  Group  through  acquisi 
tions.  Merged  with  Citicorp  in  1998,  quick! 
consolidated  grip  on  world's  largest  finan 
cial  services  company.  Drew  flak  for  firm 
involvement  in  Enron,  scandals  over  ethi 
cality  of  Wall  Street  research;  firm  paid  $40 
million  fine.  Public  image  stained,  but  Th 
Street  very  forgiving:  stock  back  up  after  r< 
porting  largest  profit  of  any  U.S.  company 
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SAS,  the  leader  in  business  intelligence  software,  challenges... 


Lead  with  confidence. 
Or  step  out  of  the  way. 


ENTERPRISE  intelligence 

SUPPLIER  INTELLIGENCE 

IANIZATIONAL  intelligence 

CUSTOMER  intelligence 

ITELLIGENCE  architecture 


There's  never  been  a  tougher  time  to  run  a  business.  Or  a  better  time  to  lead  one.  With  confidence. 
With  clarity.  With  SAS'  -  software  that  answers  strategic  business  questions  no  one  else  can. 
So  you  can  understand  customers  instead  of  just  processing  them.  Optimize  relationships 
with  suppliers  instead  of  just  buying  from  them.  And  align  your  organization  for  the  future 
instead  of  waiting  to  react.  To  find  out  why  94%  of  FORTUNE  Global  500"  companies  rely 
on  our  industry-leading  business  intelligence  and  analytics,  visit  our  Web  site.  Or  call  us  toll 
free  1  866  270  5737. 

www.sas.com/leadership 
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Henry  Kravis 

$1.3  billion 

Leveraged  buyouts.  New  York  City. 
59.  Twice  divorced,  remarried;  2  children 

George  Roberts 

$1.3  billion 

Leveraged  buyouts.  San  Francisco. 
59.  Married;  3  children 
Famed  "barbarians  at  the  gate"  lately  keeping 
lower  profile.  First  cousins  partnered  with  fel- 
low Bear  Stearns  mentor  Jerome  Kohlberg  (see) 
to  form  leveraged-buyout  firm  Kohlberg  Kravis 
Roberts.  Bought  underperforming  companies 
using  junk  bonds,  reworked  balance  sheet,  sold 
for  profit.  Best  known  for  $25  billion  RJR 
Nabisco  buyout  1989.  Kohlberg  exited  in  1987; 
duo  favors  buy-and-hold  strategy  over  bold, 
highly  leveraged  bets.  Recently  bought  power- 
line  operator  International  Transmission. 


Gerald  Ford 

$1.3  billion 

Banking.  Dallas. 

59.  Divorced,  remarried;  4  children 
Farm  boy  turned  thrift-trader  bought  first 
bank  in  1975  for  $1.2  million,  later  sold  for 
$80  million  profit.  Biggest  score:  selling  Cali- 
fornia's Golden  State  Bancorp  to  Citigroup 
for  $6  billion  in  2002;  personal  stake  now 
worth  more  than  $1  billion.  Other  investments 
include  auto-finance  company  AmeriCredit, 
120,000  acres  of  ranch  land  in  New  Mexico. 


Dirk  Ziff 

$1.2  billion 

Inheritance.  New  York  City. 
39.  Married,  2  children 


Robert  Ziff 

$1.2  billion 

Inheritance.  New  York  City. 
37.  Married,  2  children 


Daniel  Ziff 

$1.2  billion 

Inheritance.  New  York  City. 
31.  Single 

Brothers.  Father  William  Ziff  h.  built  Ziff- 
Davis  publishing  empire  i/'<  Mag  i  ine,(  'or 


&  Driver,  Boating),  sold  for  $1.4  billion  in 
1994,  retired  to  Florida.  Siblings  reinvest  pro- 
ceeds via  Ziff  Brothers  Investments:  hedge 
funds,  corporate  debt,  equities. 


Richard  Mellon  Scaife 

$1.1  billion 

Inheritance.  Pittsburgh. 

70.  Divorced,  remarried;  3  children 


Cordelia  Scaife  May 

$750  million 
Inheritance.  Ligonier,  Pa. 
75.  Divorced,  widowed 
Great-grandchildren  of  Richard  Beany  Mel- 
lon, founder  of  T.  Mellon  &  Sons,  predeces- 


sor of  today's  Mellon  Bank.  Richard:  con- 
trols Tribune-Review  as  well  as  a  number  ol 
radio  stations  in  western  Pennsylvania.  As 
chairman  of  Sarah  Scaife  Foundation,  sup 
ports  conservative  groups  like  the  Heritagi 
Foundation,  the  Social  Philosophy  and  Pol 
icy  Foundation.  Low-key  Cordelia:  estrange 
from  brother  after  Richard  accused  her  lati 
husband  of  corruption. 


Arthur  Rock 

$1  billion 

Venture  capital.  San  Francisco. 

77.  Married 

Early  tech  investor  made  prescient  bet  oi 

Intel  in  1 968.  Also  scored  big  with  investmen 
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Catastrophe  insurance  has  given  RICHARD  RAINWATER  plenty  to  smile  about. 


in  Scientific  Data  Systems;  sold  stake  to  Xerox 
years  Inter  for  $100  million.  Nasdaq  director 
donak  'lion  to  Harvard  Business 

School  in  Februa  .  to  Mart  entrepreneurship 
program.  "The  future  of  this  nation  lies  with 
new  ventures.  They  sup  >ly  I  e  new  projects, 
the  new  technologies  an    the  new  jobs." 


Steven  A.  Cohen 

$1  billion 

Hedge  Funds.  Greenwich,  Conn. 

47.  Divorced,  remarried;      '  ildren 

®Wha  id  gol  ;tai  I       ding  op- 

tions .it  ( iruntal  is    'o.  !      8;  made 
$8,000  profit  on  first  day.     huh*    1  hedge 


fund  {  \C  Capital  with  $20  million  1992; 
now  ma  ;es  S4  billion  in  assets.  Known  for 
moving  n  irkets:  firm  reportedly  trades  20 
million  share  s  a  day,  accounting  for  as  much 
as  3%  of  the  NYSE's  daily  volume.  Secretive 
investor  thought  to  command  highest  per- 
formance  fee  in  the  business:  keeps  50%  of 
the  profits  once  certain  benchmarks  are  met. 


Jeromo  Kohlberg 

1  billion 
Leveraged  buyouts.  Alt.  kino,  N.Y. 
78.  A  children 

Partnered  with  Bear  Stearns  proteges 
1  [enrj  K       is  and  Roberts  (see 


both)  to  form  leverage-buyout  shof 
Kohlberg  Kravis  Roberts.  Left  to  start  own 
firm  1987;  retired  in  1994.  Dabbles  ii 
philanthropy  through  the  Kohlber 
Foundation. 


I 


Alfred  P.  West  Jr. 

$975  million 

Money  management.  Paoli,  Pa. 
60.  Married,  3  children 
Dreamed  of  flying  jets  for  Air  Force,  but  ba 
eyes  disqualified  him.  Went  to  Wharton 
founded  Simulated  Environments  while  still 
a  grad  student,  then  developed  early  model 
for  automating  banks'  back-office  opera- 
tions. Expanded  into  asset  management,  pri- 
vate banking.  SEI  Investments  now  manage 
$85  billion  in  assets,  processes  $50  trillion  ir 
transactions  annually.  Hunts  on  20,000-acri 
Texas  ranch,  relaxes  in  Jupiter  Island,  Flal 
home.  Gave  $1.5  million  to  Pennsylvania' 
Benchmark  School  to  build  performing  art 
center. 


Thomas  Bailey 

$975  million 

Janus  Funds.  Aspen,  Colo. 

66.  Divorced,  2  children 

Michigan  State  University  graduate  contin 

ues  to  chair  Janus,  the  mutual  fund  h 

started  with  Mom's  help  in  1969.  Resigned  a 

chief  in  July  2002,  sold  stake  to  Stilwell  Fi 

nancial  for  $600  million.  Janus  ($141  billio 

in  assets  under  management)  now  guided  b 

new  Chief  Mark  B.  Whiston. 


Samuel  Wyly 

$970  million 
Investments.  Dallas. 
68.  Twice  divorced,  remarried;  6  children 
Sold  Sterling  Software  to  Computer  Assc 
dates  3  years  ago  for  $4  billion,  then  ende 
proxy  fight  to  oust  chairman  Charles  War 
and  4  board  members  after  CA  paid  hii 
$10  million.  Enviro-friendly  refinery  ii 
vestor  still  dabbling  in  other  things  gree: 
drives  a  Toyota  Prius,  insulated  Colorac 
ranch  with  old  blue  jeans.  Board  memb 
of  clean-energy  producer  Green  Mounta 
Energy. 
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Nelson  Peltz 

$950  million 

Leveraged  buyouts.  Bedford,  N.  Y. 
61.  Divorced,  remarried;  10  children 
With  partner,  Peter  May,  runs  buyout  firm 
Triarc,  still  feasting  on  Snapple.  Bought  the 
beverage  concern  for  $300  million  in  1997, 
sold  3  years  later  for  $1.5  billion.  Arby's  own- 
ers lost  bid  for  Burger  King  in  2002,  but  ru- 
mors of  another  fast- food  buyout  are  heating 
up:  Triarc  recently  raised  $175  million 
through  a  convertible  bond  offering  to  add 
to  an  $800  million  war  chest. 

Malcolm  Chace  III 
&  family 

$935  billion 

Berkshire  Hathaway.  Providence,  R.I. 
68,  Married,  3  children 
Chace  family  founded  Berkshire  Textile  Mill 
in  1806  in  Providence,  R.I.  Warren  Buffett 
began  buying  Berkshire  shares  in  1962  be- 
fore taking  control  of  the  company  in  1965. 
Family  still  believed  to  hold  substantial  Berk- 
shire stake. 


William  Bowes 

$900  million 

Venture  capital.  San  Francisco. 
77.  Married 

No  longer  a  board  member  at  Amgen,  but 
the  company's  surging  stock  price  has  made 
him  a  very  wealthy  man  anyway.  Started 
funding  entrepreneurs  in  the  1950s;  helped 
take  Hewlett-Packard  public  during  25-year 
stint  with  Blyth  8c  Co.  (now  UBS  PaineWeb- 
ber  Si  ies).  Cofounded  U.S.  Venture 

I   invested  over  $1.1  billion  in 
i  :ies,  including  Sun 
Mic:i.  y$\  llaway  Golf. 


Mich 

$900milii. 
Money  manage 
52.  Divorced,  reman 
Blunt  mi 

i  It  itual 

Franklin  Resi 
5-year  employr        .  <>nt. 


V./. 

i 


With  the  next  generation 

running  Loews,  PRESTON  TISCH 

spends  time  on,the  sidelines. 


manages  private  firm,  MFP  Investors. 
Recent  bets  include  investments  in  media 
(Dow  Jones,  Knight  Ridder),  retail 
(Dillards,  Sears).  Reputation  for  painstak- 
ing efforts  in  calculating  undervalued 
assets,  shaking  up  underperforming  man- 
agement. Enjoys  playing  polo  in  West 
Palm  Beach. 


Thomas  Lee 

$900  million 

Leveraged  buyouts.  New  York  City. 
59.  Divorced,  remarried;  4  children 
Friendly  LBO  titan  still  hasn't  found  home 
for  $6.1  billion  raised  in  2001;  only  $1.7  bil- 
lion invested  thus  far.  Recent  deals:  pur- 
chased Houghton  Mifflin  and  American 
Media,  sold  Fisher  Scientific.  Got  start  with 
SI 50.000  inheritance  1974.  Early  win  with 
Sterling  Jewelers:  bought  for  $28  million  in 
!985,  sold  2  years  later  for  $210  million. 
:  hen  Snapple:  bought  drinkmaker  for  $135 
ti  llio;  '992,  sold  to  Quaker  Oats  for  $1.7 
:94. 


Michael  Milken 

$825  million 
Investments.  Los  Angeles. 
57.  Married,  3  children 
Junk  bond  guru  launched  1980s  leveraj 
buyout  craze  from  desk  at  Drexel  Burnfu- 
Charged  with  securities  fraud  1989;  spent 
months  in  prison.  Rehabilitating  reputat 
via  philanthropy:  cancer  survivor  created  C 
ter  for  Accelerating  Medical  Solutions,  a  Wa 
ington,  D.C.-based  think  tank.  Also  supp< 
education:  $25,000  checks  to  100  exceptic 
teachers  and  principals  every  year.  Barred  ft 
the  securities  business,  but  still  dabbles  in  b 
ness:  investment  in  educational-toy  ma 
LeapFrog  up  140%  since  July  2002  IPO. 


Kenneth  Langone 

$820  million 

Investments.  Long  Island,  N.  Y. 

68.  Married,  3  children 

Wall  Street  whiz  took  Ross  Perot's  E 

tronic  Data  Systems  public  at  118  ti 
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He  has  no  idea  ITT  Industries 

helps  track  his  missions. 

But  at  Mach  1.2, 

he  knows  exactly  where  he  is. 


> 


Knifing  through  a  mile  of  sky  every  five 
seconds  tightens  tolerances.  GPS  responds 
with  positioning  information  accurate  to  the 
foot.  ITT  satellite  transmitters  send  GPS 
information  not  just  to  fighter  jets,  but  to 
every  receiver  that  flies,  floats,  rolls  or  walks 
across  the  planet. 

ITT  believes  that  technology  should  work 
undetectably.  In  this  case,  keeping  everybody 
from  jet  pilots  to  hikers  in  the  right  place. 

Out  of  the  proverbial  woods. 


w» 


ENSE  ELECTRONICS  AND  SERVICES 

CTPONIC  COMPONENTS 

IDTECHNOLOGY 

TION  AND  FLOW  CONTROL 


ITT  Industries 

Engineered  for  life 


www.itt.com 
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His  succession  plans  are  in  place,  but 

will  SANDY  WEILL  End  as  much  fun  in 

retirement  as  he  did  running  Citigroup? 


earnings  in  1968.  Made  fortune  providing 
seed  money  to  hardware  chain  Home 
Depot.  Remains  a  board  member  despite 
attacks  by  institutional  investors  who  ques- 
tioned his  "independence."  Also  took  flak 
for  cozy  relationship  with  NYSE  Chairman 
Richard  ($90  million  payout)  Grasso. 
Other  investments  include  textiles  (Unifi), 
restaurants  (Tricon).  Plumber's  son  and 
Long  Island  native  gives  generously  to  alma 
maters  Bucknell  University  and  NYU's 
business  school. 

Thomas  Marsico 

$800  million 

Mutual  funds.  Englewood,  Colo. 
48.  Married,  3  children 
Star  fund  manager  at  Janus  started  Marsico 
Capital  Management  1997  with  $30  million 
option  from  Bank  of  America  for  half  the 
company.  Sold  remaining  half  for  $950  mil- 
lion in  2000,  but  still  manages  company's 
funds.  Assets  under  management.  $24  billion. 
Tech  enthusiast  got  out  before  bubble  burst, 
reinvested  in  defense  stocks  like  Lockheed 
Martin  and  ( leneral  Dynamics.  RofA  set  to 
hand  over  another  $2  billion  in  large-com- 
pany growth  assets  to  be  managed  by  MCM. 


Richard  Strong 

$800  million 

Money  management  Brookfield,  Wis.  - 
61.  Married,  1  child 

Brusque  money  manager  runs  investment 
boutique  Strong  Investments  ($42  billion 
in  assets).  Proponent  of  education  manages 
$1  billion  in  college  savings  plans;  created 
lecture  series  to  motivate  employees:  speak- 
ers include  Margaret  Thatcher,  Bob  Wood- 
ward. 


Bernard  Osher 

$750  million 

Banking,  investments.  San  Francisco. 

76.  Married 

Financier  took  control  of  auction  house  But- 

terfield  &  Butterfield  in  1970,  sold  to  Ebay 

for  $260  million  in  stock.  Also  owns  stake  in 

Golden  West  Financial,  founded  by  sister 

Marion  Sandler  and  husband  Herbert  (see). 

Philanthropist  supports  arts,  education, 

Jewish  causes. 


Alberto  Vilar 

$750  million 

Money  management.  New  York  City. 
62.  Divorced 

President,  founding  partner  of  Amerindo  In- 
vestment Advisors  ($1.5  billion  in  assets). 
Early  investor  in  AOL,  Ebay,  Genentech.  Still 
holds  large  stakes  in  Amazon,  Yahoo.  Big  arts 
benefactor,  but  tech  downturn  caused  him 
to  freeze  some  promised  contributions,  in- 
cluding to  New  York's  Metropolitan  Opera. 
With  Amerindo  up  75%  this  year,  look  for 
the  money  to  start  flowing  again. 


Theodore  Forstmann 

$725  million 

Leveraged  Buyouts.  New  York  City. 
63.  Single 

Cofounder  of  buyout  firm  Forstmann,  Lit- 
irced  to  cede  control  of  XO  Commu- 
nications to  Carl  Icahn  (see)  after  a  6- 
month  battle  in  bankruptcy  court;  loss 
likely  to  estors  $1.5  billion.  Invest- 

ment in  N  'king  brighter:  tele- 

com comp  bankruptcy  in 


April  2002.  Long-term  performance  sti 
impressive:  early  scores  with  Ziff-Davis! 
General  Instrument,  Gulfstream;  estimated 
$7.5  billion  in  investment  gains  in  last  25 
years.  Active  education  reformer. 


Robert  Day 


$700  million 

Money  management.  Los  Angeles. 

59.  Married,  3  children 

Money  manager  founded  Trust  Comp 

of  the  West  in  1971;  sold  70%  of  company 

to  French  bank  Societe  Generate  in  2001 

for  $2.5  billion.  Still  manages  $85  billion 

in  assets.  Owns  extensive  timberland  in 

Florida. 


Vinod  Khosla 

$700  million 

Venture  capital.  Menlo  Park,  Calif. 
48.  Married,  4  children 
Founding  chief  executive  of  Sun  Microsys- 
tems "retired"  after  Sun's  IPO  in  1986  tc 
join  venture  capital  shop  Kleiner  Perkin; 
Caufield  &  Byers.  Struck  again  with  Qwey 


TOM  GORES  has  his  eye  on 

Hollywood.  The  investor  just  bought 

the  MCA  building  in  Beverly  Hills. 
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f*s  it  quite  possible  that  the  matchless  service  which  is  synonymous  with  Raffles  can  now 
be  found  in  other  hotels?  Well.  yes.  if  they  share  the  same  Raffles  name.  For  in  each  of  the 
properties  in  our  ever-growing  collection,  you  will  find  the  same  attention  to  detail,  sophistication 
and  luxury.  Yet  each  magnificent  hotel  or  resort  presents  a  completely  unique  experience.  Which 
creates  a  rather  pleasant  dilemma  when  deciding  which  Raffles  to  visit,  wouldn't  you  say?        Hotels  &  Resorts 


Raffles 


ce    188  7,    the    salutation    "See    you    at    Raffles" 
meant   quite    literally   that. 


Today,    however,    the    meeting    could    be    at   any 
of   our   fabled    hotels. 
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Raffles  Hotel  Le  Royal.  Phnom  Penh.  Cambodia 

Raffles  Hotel.  Singapore 

Raffles  Resort  Bali  at  Jimbaran* 

Raffles  Grand  Hotel  d'Angkor.  Siem  Reap.  Cambodia 

Raffles  The  Plaza.  Singapore 

Raffles 

Resort  Mall 

Drca  at  Colinas  d'Es 

Trenc* 

Raffles  L'Ermitage  Beverly  Hills,  California 

Raffles  Hotel  Vier  Jahreszeiten.  Hamburg 
Le  Montreux  Palace.  Montreux 

Raffles 

Resort  Bintan* 

•i  w.rh.i««i                                                      information 

and  reservations  at  www. raffles 

com 
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Communications,  Juniper  Networks,  Ex- 
cite. Amateur  photographer,  big  believer  in 
personalized  medicine  research. 

Marion  0.  Sandler 

$680  million 

Banking.  Oakland,  Calif. 
72.  Married 

Herbert  M.  Sandler 

$680  million 
Banking.  Oakland,  Calif. 
71.  Married 

Husband-and-wife  team  founded  S&L 
Golden  West  Financial  in  1963  with 
$4  million;  went  public  in  1968.  Now  one  of 
largest  thrifts  in  the  U.S.;  concentrates  on 
low-risk  residential  loans,  eschews  selling 
loans  into  secondary  market.  Insists,  "We  cer- 
tainly don't  listen  to  Wall  Street's  advice." 


® 


Just  as  well:  EPS  has  grown  for  last  35  years. 
Avid  collector  of  American  art,  Marion 
recruits  hotshot  architects  like  Eric  Haesloop 
to  design  branches. 


Paul  Tudor  Jones  II 

$650  million 

Hedge  Funds.  Greenwich,  Conn. 

49.  Married,  4  children 

®  Money  manager's  flagship  fund 
hasn't  had  a  down  year  in  the  20 
years  he's  run  Tudor  Investment  ($7  bil- 
lion in  assets  under  management). 
Reaped  $250  million  last  year  in  global 
bond  market,  long  position  on  the  euro. 
Early  market  savvy:  predicted  1987  mar- 
ket crash,  turning  hefty  short  positions 
into  200%  gain.  Dedicated  philanthropist 
founded  New  York  City's  poverty-fight- 
ing Robin  Hood  Foundation. 


CARL  l( 


g  i  ng  Global  Crossing  out  of  bankruptcy. 


Ken  Griffin 

$650  million 
Hedge  Funds.  Chicago. 
34.  Married 

©Investment  wunderkind  consulted  foj 
IBM  as  teenager;  ran  small  portfolio 
from  Harvard  dorm  room.  Today  Citadel  In 
vestment  Group  has  $9  billion  in  asset! 
under  management.  Contributes  to  Robii 
Hood  Foundation;  provides  investment  ad 
vice  to  Chicago's  Public  Education  fund 
New  bride  ran  hedge  fund  out  of  Tiger  Man' 
agement  office  in  New  York  City. 


Jack  Nash 

$650  million 
Investments.  New  York  City. 
74.  Married,  2  children 
Former  chairman  of  Oppenheimer  &  Co 
now  the  lone  head  of  hedge  fund  shoj 
Odyssey  Partners  with  the  death  of  longtime 
partner  Leon  Levy  in  April.  Trustee  for  Nev 
York  Public  Library  and  Mount  Sinai  Med 
ical  Center  in  New  York  City. 


Joshua  Green  III 

$630  million 

Inheritance,  banking.  Seattle. 
67.  Divorced,  remarried;  3  children 
Fourth-generation  banker  sold  family' 
Seattle-based  Peoples  Bancorp  to  U 
Bancorp  in  1987.  Harvard  English  majo 
retired  from  board  in  April  2002  t 
devote  more  time  to  fly-fishing,  Seattl 
philanthropy. 


Lowell  Milken 

$625  million 
Investments.  Los  Angeles. 
54.  Married,  4  children 
Younger  brother,  former  right-hand  ma 
of  junk  bond   king   Michael   Milkei 
Avoided   fraud   charges  when   brothi 
pleaded  guilty.  Now  focused  on  philar 
thropy,  education,  medical  research.  Ii 
vestor  in  brother's  venture  capital  grou 
Knowledge  Universe,  funds  educational  tc 
maker  LeapFrog  and  online  busine 
school  UNext. 
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Turns  coa 
into  first-class. 


Fujitsu  recommends  Microsoft®  Windows' 
XP  Professional  for  Mobile  Computing. 


The  ultra-small,  full-featured  notebook  you  don't  have  to  make  room  for. 

More  lap  and  tray  table  room.  A  wide-screen  display  with  Dolby  stereo.  Enough  battery  life  for  a  full-length  double  feature. 
With  its  ultra-small  size  and  uttra-big  multimedia  capabilities,  the  award-winning  Fujitsu  LifeBook*  P5000  notebook  will  make 
^^^  any  trip  feel  like  an  upgrade.  A  "micro"  revolution  in  mobile  computing,  the  LifeBook  P5000 

^^^J^^^  notebook  features  Intel   Centrino"  mobile  technology,  a  modular  bay,  and  extended  battery  life 

^5j5  ^^.  'n  an  ^ '  x  '^   cnass's  y°u  nave  to  see  to  believe.  Watch  DVDs,  burn  CDs,  or  drive  powerful 

mobile  applications — without  having  to  lug  around  an  extra  carry  on.  To  see  what  your  new 
travel  companion  can  really  do,  call  1 .877.372.3473  or  visit  www.fujitsupc.com/firstclass. 


FUJITSU 


THE     POSSIBILITIES     ARE     INFINITE 


rtsu  PC  Corporatioa  AJ[  rights  reserved.  Fujitsu,  the  Fuirtsu  logo  and  LifeBook  are  registered  irad^rrurti  of  Fujitsu  Limited  Intel  Intel  Ce*  '■■  Ceninno  logo  are  trademarks 

or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  C  ■  - 
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SAMSUNG  Digittll: 

Making  digital  convergence 
come  alive 

There's  a  party  going  on  with  every  wireless  phone  we  make.  Want  to  know 
the  host?  It's  you— and  every  time  you  pick  up  a  Samsung  phone,  you're 
joining  the  party.  So  join  the  DigitAil  celebration :  Everyone's  invited/ 


Here's  the  thing  about  life  today:  total 
unpredictability.  What— and  who— can  you 
really  count  on?  The  most  important  thing 
is  to  keep  your  connection  to  the  people 
who  matter  most. 

Frankly,  there's  only  one  way  to  do  that. 
Now  that  the  world's  one  giant  global 
party,  you've  got  to  make  your  digital  tools 
dance  and  shout  and  sing  your  song— 
from  your  PC  to  your  mobile  phone  and 
TV,  even  your  washing  machine  and 
refrigerator.  Make  them  learn  to 
celebrate.  To  survive.  To  live  your  life  with 
all  the  passion  you  bring  to  it. 

That's  what  Samsung  does  for  me. 
Samsung  DigitAil  is  all  about  making  the 
promise  of  digital  convergence  come  alive 
no  matter  where  you  are,  who  you  are,  or 
what  you  do.  It's  TVs  made  for  websurfing 
(as  well  as  watching  hot  episodes  of  your 
favorite  TV  shows).  Refrigerators  that  keep 
your  food  cold  (and  let  you  watch  a  spicy 
cooking  DVD  wirelessly  from  your  DVD 
player  while  standing  at  the  stove.) 
Phones  that  let  you  see  as  well  as  talk  and 
listen  (and  make  it  seem  so  easy  you'll 
wonder  why  phones  weren't  always  like 
this.) 

Want  to  know  how  DigitAil  works  for  me? 
i  what  happened  last  week 
at  woi 

Even  bel  1  working  for  the 

Company,  I'd  hea;d  about  Marvin  Derwish. 
its  CEO.  It's  hard  Yin  is 

everywhe  TV  news  and 

shows  and  on  w^rs. 

Last  week.  I  ever  e  plasterer1 

on  the  side  of  a  bu  iatess 

book.  Marvin  is  about  as  rir;h  a^ 
as  a  CEO  can  be  --  and  abc: 
demanding  as  you  might  imagine. 

Marvin  takes  being  connected  to  i 
heights.  The  day  I  joined  the  company 


I  was  issued  the  standard  company 
cellphone.  No  ordinary  phone  either:  a 
new  Samsung  Mobile  Intelligent  Terminal 
(MITs),  the  SPH-i700.  "Smart  workers, 
smart  phones,"  says  Marvin,  but  he  might 
as  well  have  put  me  on  a  leash.  The  i700 
is  such  a  cool  phone,  I  literally  can't  go 
anywhere  without  it.  It's  not  just  a  phone, 
it's  a  way  of  life.  And  not  only  because  it's 
fun  — I  mean  how  many  people  do  you 
know  have  40  polyphonic  ringtones  that 
ring  with  the  sounds  of  Radiohead?  But 
mostly  the  i700  is  just  so  useful.  With  the 
whole  suite  of  Pocket  PC  applications,  my 
whole  life  is  on  this  thing.  Last  week,  I 
found  myself  doing  a  business  proposal 
using  Pocket  Word  and  then  crunching 
some  numbers  in  Pocket  Excel— all  on  my 
lunch  hour.  And  all  on  my  phone. 


"The  Samsung  SPH-A600 
isn't  just  for  talking- 
it's  for  seeing!" 


Naturally,  it's  also  fun  to  play  with  the  littHic 
300,000  pixel  camera.  (Marvin  always 
pushes  us  to  take  pictures  of  our  produc  ? : 
anywhere  we  go;  $100  to  anyone  whjjff 
finds  our  displays  out  of  order.)Likewisi(ea 
the  dial-your-number-by-voice  feature 
comes  in  handy  a  lot:  now  my  wife  lets  rr  si 
drive  and  talk  on  the  phone  at  the  sarr^ 
time.  But  you  haven't  really  lived  until  trt\, 
boss  sends  you  an  instant  message  wb\f 
your  three-year-old  is  pitching  a  tantrum  jr 
the  supermarket  (that  would  be  thim 
ice-cream  aisle.) 


Yet  no  matter  how  connected  Marv 
wants  us  to  be,  there's  one  place  we'i 
supposed  to  be  offline  — when  we'i 
meeting  with  Marvin.  'Turn  on  your  job  ar 
turn  off  your  phone,"  is  the  first  thing  y< 
hear  when  you  meet  Marvin. 

At  least  that  was  the  law  until  last  wei 
when  I  got  a  call  from  his  assistant  askii 
me  to  step  into  his  office.  As  soon  a* 
walked  in  I  saw  Marvin's  new  Samsui 
SPH-A600  lying  on  his  spotless  desk. 
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looked  particularly  stern,  while  the 
ne  gleamed  distractingly.  I  was  sure  he 
going  to  fire  me,  although  I  couldn't 
re  out  why.  "Do  you  know  why  I've 
;d  you  here9"  he  said,  closing  the  door 
ind  him. 
sir,"  I  gulped. 

t  then  his  A600  rang.  I  was  a  little 
fused  for  a  second.  I  already  knew  it 
n't  my  phone -mine  was  much  thinner, 
one  thing- but  if  it's  a  crime  for  your 
ne  to  ring  when  you're  meeting  the 


boss,  what  are  you  supposed  to  do  when 
the  boss's  phone  rings? 

"Answer  it,"  he  commanded  with  a  snap  of 
his  hand.  "Now" 

I  reached  over  his  desk,  and  snapped 
open  the  phone.  It  was  light  as  a  feather, 
and  I  thought  I  was  going  to  drop  it.  "Mr. 
Derwish's  line,"  I  said,  a  little  foolishly.  And 
just  then  I  saw  my  wife's  picture  on  the 
phone's  amazing  65,000  color  screen.  I 


thought  I  was  hallucinating.  For  one  thing 
the  screen  was  so  big/  (Two  full  inches,  12 
lines  of  text,  I  learned  later).  For  another 
my  wife  looked  like  she  was  on  the  cover 
of  a  magazine.  "Happy  birthday,  you  big 
dope,"  I  saw  her  message  as  I  looked  at 
her  huge  smile,  my  three-year-old 
beaming  from  her  lap.  "You  were  working 
so  hard,  I  didn't  know  if  I  was  going  to  see 
you,  so  when  I  ran  into  Mr.  Derwish  last 
week,  we  cooked  up  this  little  surprise." 

I  looked  at  Marvin's  phone,  looked  at  my 
wife,  and  realized  there  was  only  on^>  thing 
to  do.  Luckily,  the  A600-with  its  "W- 
degree  pivoting  LCD  and  rotatu.  > 
camera  — was  just  the  phone  to  make  it 
happen. "Thanks  Marvin,"  I  said,  pivoting 
the  camera  around  to  him  so  I  could  take  a 
photograph  of  this  momentous  (and  rather 
silly)  moment.  "Now  I'm  gonna  be  in  big 
trouble." 

"You  don't  know  just  how  much  trouble," 
said  the  big  man.  "If  you  think  you're  in 
trouble  now,  just  wait  till  you  see  what 
happens  when  you  get  home/" 

It  suddenly  occurred  to  me  that  my  wife 
and  I  do  not  own  a  digital  camera— at 
least,  we  hadn't  when  I  left  home  this 
morning.  And  yet  here  she  was,  live  and  in 
color,  on  every  single  pixel  of  Marvin's 
phone. 

"Honey,  this  is  all  wonderful,  but  can  you 
tell  me  how  you're  taking  pictures  of 
yourself  on  a  camera  phone?" 

"Better  come  home  soon,"  she  said.  "You 
don't  want  me  to  tell  all  my  secrets  in 
public  do  you?" 

It  was  time  to  thank  Marvin  and  get  home. 
The  real  party  was  just  about  to  begin. 

So  do  like  I  did:  grab  a  cool  drink,  turn  up 
the  music,  and  join  the  DigitAII  party  - 
everyone's  invited  to  share  our  vision  of 
tomorrow's  mobile  phones  right  now/ 


»  it   =    .r*    < 


>• 


AMSUN 


FORBES 


121 


Good  Deeds 


There's  no  place  like  home.  Especially  if  you  own  thousands  of  them. 
Real  estate  remains  a  solid  investment,  even  in  the  flimsiest  markets. 


Donald  Bren 

$4  billion 

Real  estate.  Newport  Beach,  Calif. 
71.  Twice  divorced,  remarried;  6  children 
America's  richest  landlord  quietiy  bought  back 
the  remaining  preferred  shares  of  profitable 
Irvine  Apartment  Communities.  But  couldn't 
avoid  spotlight  after  lawsuit  filed  by  former  girl- 
friend seeking  financial  support  for  2  illegiti- 
mate children.  Big  giver  to  educational  causes. 


Donald  Trump 

$2.5  billion 
Real  estate.  New  York  City. 
57.  Twice  divorced;  4  children 
There's  no  escaping  him.  His  name  appears 
in  neon  lights  atop  his  casinos,  on  the  sides 
of  his  personal  aircraft  and  on  the  labels  of 
bottled  water.  Heck,  there's  even  a  reality 
television  show  centered  on  him.  But  foi 
I  )onald,  it's  all  about  real  estat :  over  1  cS  mil 
lion  square  feet  of  prime  Manhattan  office 
and  residential  space,  including  40  Wall 
Street,  Trump  World  Tower,  Trump  Intel  na- 
tional I  Intel.  Estimated  net  worth  ("It's  low, 
but  you  guys  like  it  that  way")  sure  to  bios 
som  as  construction  marches  on  ai  Wist  Side 


rail  yard  development,  80-acre  site  bought 
in  1985  for  $80  million.  Avid  golfer  (4  hand- 
icap), owns  courses  in  Westchester  County, 
N.Y.  and  Palm  Beach,  applying  final  touches 
on  Fazio-designed  course  in  Bedminster,  N.J. 


Leonard  Stern 

$2.2  billion 
Real  estate.  New  York  City. 
65.  Divorced,  remarried;  3  children 
Son  of  German  immigrant  refocusing  on  real 
estate:  sold  Village  Voice  weekly,  Hartz  Moun- 
tain pet  supply  business  started  by  father  in 
1926.  Owns  35  million  square  feet  of  office, 
retail  space  in  New  Jersey,  posh  Soho  Grand 
and  Tribeca  Grand  hotels  in  Manhattan. 
Chairman  of  NYC's  Homes  for  the  Homeless. 
Son  Edward's  hedge  fund  just  paid  $40  million 
to  settle  investigation  into  alleged  illegal  trad- 
ing practices. 


ma  Helmsley 

million 

te.  New  York  City. 

spent  last  year  fending  off 
Ige  dismissed  a 


I.; 
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$9  million  lawsuit  brought  by  an  ex-er 
ployee  alleging  he  was  canned  for  refusu 
sex  with  her.  In  March  a  Manhattan  jud 
lowered  the  jury  award  to  another  form 
employee  who  said  he  was  fired  for  bei 


gay.  No  wonder  she  employs  Trouble- 
Maltese  dog — as  company  pitchman. 


-h 


Sam  Zell 

$2.1  billion 

Real  estate.  Chicago. 
62.  Divorced,  remarried;  3  children 
"Gravedancer"  built  real  estate  empire  in  19* 
buying  distressed  properties.  Split  portfolio  ii 
3  public  REITs  that  now  pay  him  $45  millior 
dividends  annually.  Vulture  instinct  resurf 
ing:  through  his  trailer-park  REIT,  Manuf 
rured  Home  Communities,  almost  nabbed  i 
dervalued  rival  Chateau  Communities  on 
cheap;  walked  when  price  heated  up. 


John  A.  Sobrato 

$1.3  billion 

Real  estate.  Atherton,  Calif. 

64.  Married,  3  children 

Onetime  Palo  Alto  residential  broker  n 

one  of  Silicon  Valley's  largest  commer 


His  bottled  water  sells  at 
a  200%  markup,  but 

real  estate  is  what  keeps 
DONALD  TRUMP'S 

empire  flowing. 


Home  to  a  certain  world 

THE 

LANESBOROUGH 
LONDON 


A    ST.  REGIS    HOTEL 


Call  i.877.stregis    www.stregis.com 
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landlords,  with  10.3  million  square  feet. 
Weak  tech  market  shifting  focus  back  to 
apartments:  plans  to  raze  3  commercial 
buildings  in  San  Jose  to  build  more  residen- 
tial apartments.  Son,  John  Michael,  active  in 
business. 


Carl  Berg 

$1.2  billion 

Real  estate;  venture  capital. 

Atherton,  Calif. 
66.  Married,  1  child 

Onetime  loan  processor,  former  partner  of 
John  Sobrato  (see).  Tech  bankruptcies  have 
bumped  up  vacancies  at  the  properties 
owned  by  his  Mission  West  Properties  REIT 
to  20%,  but  he  claims  he's  doing  better  than 
the  Silicon  Valley  average.  Divides  his  time 
among  assorted  tech  investments  such  as 
consulting  firm  International  Network 
Services,  which  he  bought  from  struggling 
Lucent  Technologies  last  year. 


Mort  Zuckerman 

$1.2  billion 
Real  estate.  New  York  City. 
66.  Divorced,  1  child 

Born  in  Canada,  got  into  real  estate  after 
degrees  from  Wharton,  Harvard  law. 
Started  Boston  Properties  1970:  built 
warehouse,  office  space  in  Boston,  Wash- 
ington, D.C.  Second  career  as  publisher: 
owns  U.S.  News  &  World  Report,  New 
York's  Daily  News;  sold  Fast  Company 
magazine  for  $365  million  soon  after  tech 
market  peak.  Politically  active;  has  enter- 
tained Hillary  Clinton,  Al  Gore  and  U2 
frontman  Bono. 


Thomas  Flatley 


$1.2  billion 
Real  estate.  Milton,  Mass. 
71.  Married,  5  children 
Real  estate  baron  controls  commercial  and 
::i  New  England.  Irish  immigrant 
nude  fortuni  building  apartments.  Sold  re- 
n         !g  ^  !u:iik  of  renial  properties  to  Aimco 
lasl  w.i    lor  $500  million.  Big  Cathc  lie 
i  Church    >enefactor  counted   disgr.u    I 
'Mister:  cardinal,  Bernard  Law,  as  friend.  1  d 
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RY   THF    NIIMRFRS 


There  are  50  women  on 
The  Forbes 400.  Average  net  worth: 

$2.8  Billion 


effort  to  build  Irish  Famine  Memorial  it 
Boston;  gives  heavily  to  American  Irelanc 
Fund  and  Jesuit-run  Boston  College. 


Archie  Aldis 
Emmerson 

$1.2  billion 

Timberland,  lumber  mills.  Redding, 
74.  Widowed,  remarried;  3  children 
Largest  private  forestland  holder  in  Nortl 
America  (1.5  million  acres)  making  peao  | 
with  conservation  crowd  by  selling  thou 
sands  of  acres  in  Sierra  Nevada  to  preserva 
tionists.  "Red"  learned  the  timber  busines| 
from  father,  who  started  out  with  makeshil 
sawmills  in  family's  backyard.  Took  Sierr 
Pacific  Industries  public  1969;  bought  it  bac 
5  years  later. 


John  Arriltaga 

$1.1  billion 

Real  estate.  Palo  Alto,  Calif. 

66.  Widowed;  2  children 


Richard  Peery 

$1.1  billion 

Real  estate.  Palo  Alto,  Calif. 

63.  Married;  4  children 

Two  of  Silicon  Valley's  biggest  commerci; 

landlords  still  feeling  their  tenants'  pain:  v; 

cancies  at  their  estimated  12  million  squai 

feet  topping  20%.  Partners  built  their  fo 
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Your  Trusted  Tax  Counsel 


For  over  50  years  Baker  &  McKenzie  has  been 
at  the  cutting  edge  of  international  taxation  and 
has  provided  objective  tax  counsel  in  the  context 
of  long  term  client  relationships. 

The  most  effective  tax  advice  results  from  the 
marriage  of  a  global  tax  planning  perspective  and 
local  tax  expertise  in  the  relevant  jurisdictions. 
Baker  &  McKenzie  has  the  global  infrastructure 
and  depth  of  talent  to  deliver. 


When  you  choose  your  tax  advisor,  think 
Baker  &  McKenzie. 


Baker  &  McKenzie 


tax-forbes@bakernet.com      www.bakernet.com/tax-forbes 


For  additional  information  please  contact: 

Global  -  John  Peterson  -  1  650  856  5538  or  email  -  john.m.peterson@bakernet.com 

North  America  -  Duane  Webber  -  I  202  452  7040  or  email  -  a.duane.wcbber@bakernet.com 

Latin  America  -  Antonio  Carlos  Q.  Ferreira  -  55-1 1  3048  6899  or  email  -  antonio.carlos.q.ferreira@bak 

Asia  Pacific  -  Michael  Olesntcky  -  852  2846  1716  or  email  -  michael.olesnicky@bakernet.com 

Europe  -  Pierre- Yves  Bourtourault  -  1  33  1  44  17  53  02  or  email  -  pierre-yves.bourtourault@bakernet.com 

•  66  Offices  #36  Countries  •  Over  450  Tax  Attorneys  •  Over  3200  Attorneys  •  Over  Half  of  Fortune  500  as  Client* 
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tunes  on  farmland  they  bought  in  the  1960s. 
Shun  debt  and  the  media.  Arrillaga  is  a  big 
donor  to  alma  mater  Stanford  University. 
Peery's  son  Jason  joined  company  in  1998. 


Melvin  Simon 

$1  billion 

Real  estate.  Indianapolis. 
76.  Divorced,  remarried;  4  children 
With  brother  Herbert  and  son,  David,  runs 
Simon  Property,  nation's  largest  shopping 
mall  empire  (including  Minnesota's  gargan- 
tuan Mall  of  America).  With  Westfield 
America,  currendy  gunning  for  luxury-mall 
portfolio  controlled  by  Al  Taubman  (see), 
but  so  far  Taubman  successfully  fending  off 
$1.7  billion  bid. 


Neil  G.  Bluhm 

$1  billion 

Real  estate.  Chicago. 
65.  Divorced,  3  children 
President  of  Chicago  developer  JMB  Realty 
nearly  knocked  out  in  1990s  real  estate  col- 
lapse. Stuck  with  it,  now  enjoying  rising  values. 
LA  skyscraper  new  home  for  MGM.  With 
Pritzker  family  (see),  developing  Niagara  Falls 


casino.  Also  bidding  for  new  casino  near 
Chicago  with  Steve  Wynn. 


Edward  DeBartolo  Jr. 

$990  million 

Shopping  centers.  Tampa,  Fla. 
56.  Married,  3  children 
Erstwhile  owner  of  pro  football's  San  Fran- 
cisco 49ers  severed  ties  with  the  team  after 
settling  long-running  dispute  with  sister 
Denise  over  family  assets.  All  the  richer  with 
$70  million  payout,  large  stake  in  Simon 
Property;  stock  up  25%  this  year.  Father 
Edward  Sr.  started  real  estate,  racetrack 
empire  in  1944  with  a  strip  mall  in 
Youngstown,  Ohio. 

Edward  Roski  Jr. 

$990  million 
Real  estate.  Los  Angeles. 
64.  Married,  3  children 
Vietnam  vet  built  Majestic  Realty  into  the 
biggest  commercial  land  developer  in  Los 
Angeles.  Latest  projects:  400-acre  business 
park  plan  in  Las  Vegas;  another  400-acre  de- 
velopment in  the  City  of  Industry,  the  small 
LA  community  he  built  on  old  industrial 


Developer  ALAN  CASDEN  has  big  plans  to  buy  the  Los  Angeles  Dodgers. 


land.  With  pals  Philip  Anschutz  and  Ruper 
Murdoch  (see  both)  owns  LA's  Staples  Cen 
ter  and  surrounding  land.  Adventure  trav 
eler  planning  bike  trip  across  Turkey. 


George  Argyros 

$980  million 

Investments.  Newport  Beach,  Calif. 
66.  Married,  3  children 
Grandson  of  Greek  immigrants  was  b 
in  Detroit,  raised  in  Pasadena.  Started 
running  Palm  Springs  grocery,  graduate 
to  buying  and  selling  corner  lots  at  bus 
intersections  for  gas  stations.  Turned  t 
apartments  1968.  Today  Arnel  &  Affiliate; 
real  estate  outfit  manages  apartment: 
owns  commercial  property  in  souther 
California.  Active  Republican  helped  ope 
first  permanent  U.S.  trade  office  in  Madri 
in  January. 


Guilford  Glazer 

$840  million 

Shopping  malls.  Beverly  Hills. 
82.  Divorced,  remarried;  2  children 
WWII  veteran  made  fortune  buildir. 
shopping  centers  1950s-60s.  Moved  to  Lc 
Angeles,  built  2.5  million-square-foot  D 
Amo  Fashion  Center,  sold  to  Mills  Cor 
in  July  for  $442  million.  Retired  in  199( 


Marvin  Oates 

$825  million 

Real  estate.  Sacramento,  Calif. 

80.  Divorced,  5  children 

WWII  bombardier  developed  first  pro] 

erty  in  1960s.  Today  "Buzz"  owns  mo 

than  $1  billion  in  commercial  space  in  G 

ifornia's  Central  Valley.  Newly  turned  o 

togenarian  still  active:  recently  purcha* 

several  vacant  Sacramento-area  depai 

ment  stores. 


Alfred  Taubman 

$810  million 

Real  estate.  Bloomfield  Hilh,  Mich. 
79.  Divorced,  remarried;  3  children 
Shopping  mall  mogul,  former  chairman 
Sotheby's  released  from  federal  prison 
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INVESTMENT  MANAGEMENT  EXCELLENCE 


T.  Rowe  Price  Large-Cap  Funds. 

Highly  rated  with  below-average  risk. 


At  T.  Rowe  Price,  we  work  hard  to  make  sure  you 
don't  have  to  take  unnecessary  risks  to  pursue  your 
long-term  goals. The  following  large-capT.  Rowe 
Price  funds  have  received  four-  or  five-star  risk- 
adjusted  performance  ratings  from  Morningstar  , 
as  well  as  below-average  or  low  risk  ratings.  We 
believe  the  strong  risk-adjusted  performance  and 
long-term  growth  potential  of  these  funds  make 
them  an  excellent  choice  for  investors. 

The  Morningstar  risk  ratings  are  in  comparison 
with  other  stock  funds.  All  stock  mutual  funds  are 
subject  to  market  risk.  Past  performance  can't 
guarantee  future  results. These  funds'  returns  have 
been  affected  by  market  volatility,  and  results  are 
negative  for  certain  periods. 

Visit  our  Web  site  or  call  to  discuss  which  of  these 
funds  might  be  right  for  your  goals  and  tolerance 
for  risk. 


T.  Rowe  Price  Fund 

Overall 
Morningstar 

Rating" 

Morningstar 

Below-Average 

Risk  Rating 

Balanced 

ft  ft  -ft  ft 

Yes 

Blue  Chip  Growth 

ft  ft  ft  ft 

Yes 

Capital  Appreciation 

<ft  ft  ft  ft  ft 

Yes 

Equity  Income 

•ft  ft  }ft  ft  ift 

Yes 

Growth  Stock 

*<    *<    ,<    ,f     ,<" 

Yes 

Personal  Strategy  Balanced 

'&     y<     ft     *< 

Yes 

Personal  Strategy  Growth 

ft  :<•  ft  ft  ft 

Yes 

Tax-Efficient  Growth 

ft  ft  ft  ft 

Yes 

Funds  were  rated  against  the  following  numbers  of  funds  in  U.S.  domiciled  categories  for  the  overall 
rating  and  the  3-,  5 ,  and  (if  applicable)  10-year  periods  as  of  7131/03.  Blue  Chip  Growth,  Growth 
Slock,  and  Tax-Efficient  Growth  were  rated  among  919, 9 19, 593,  and  1 86  large  growth  funds.  Equity 
Income  was  rated  among  635, 635, 502,  and  178  large  value  funds.  Balanced,  Capital  Appreciation, 
and  Personal  Strategy  Balanced  were  rated  among  612, 612,  478,  and  142  moderate  allocation 
funds  Personal  Strategy  Growth  was  rated  among  1,057;  1,057,-  735,-  and  226  large  blend  funds 


TROWEPRICE.COM/MUTUALFUNDS 


T.RoweFHce 


<& 


INVEST    WITH    CONFIDENCE 


For  more  inlormalion.  including  risks,  lees,  and  eipenses,  request  a  fund  profile  or  prospectus,-  read  it  carefully  before  investing. 

"Morningstar  risk  rating  is  an  assessment  ol  the  variations  in  a  fund's  monthly  returns,  with  an  emphasis  on  downside  variations,  in  comparison  with  similar  funds.  In  each  Morningslar  category,  the  10% 
of  funds  with  the  lowest  measured  risk  are  described  as  low  risk,  the  next  22.5%  below  average,  the  middle  35%  average,  the  nexl  22.5%  above  average,  and  the  top  10%  high.  Morningstar  risk  is 
measured  lor  up  to  three  time  periods  (3, 5,  and  1 0  years).  These  separate  measures  are  then  weighted  and  averaged  to  produce  an  overall  measure  lor  the  lund.  Funds  with  less  lhan  three  years  of 
perlormance  history  are  not  rated.  For  lunds  with  at  least  a  3-year  history.a  Morningstar  Rating'"  is  based  on  a  risk-adjusted  return  measure  (including  the  effects  of  sales  charges,  loads,  and 
redemption  fees)  with  emphasis  on  downward  variations, and  consistent  perlormance.  lire  lop  10%  of  funds  in  each  category  receive  5  stars,  the  nexl  22.5%  4  stars,  the  next  35%  3  stars,  the  next 
22.5%  2  stars,  and  the  bottom  10%  1  star.  Each  share  class  is  counted  as  a  fraction  of  one  lund  within  this  scale  and  rated  separately.  The  Overall  Morningslar  Rating'"  is  derived  from  a  weighled 
average  of  the  performance  ligures  associated  with  a  fund's  3-,  5-,  and  10-year  (if  applicable)  Morningstar  Rating'"  metrics.  Morningstar  Rating™  is  lor  the  retail  share  class  only,-  other  classes 
may  have  different  performance  characteristics.  Balanced  received  4  stars  lor  the  3-,  5-,  and  1 0-year  periods.  Blue  Chip  Growth  received  4, 4,  and  5  slars  for  the  3-,  5-,  and  1 0-year  periods,  respec- 
tively. Capital  Appreciation  and  Growth  Stock  received  5  stars  for  the  3-,  5-,  and  10-year  periods.  Eguily  Income  received  4, 5,  and  5  stars  lor  the  3-,  5-,  and  10-year  periods,  respectively.  Personal 
Strategy  Balanced  received  4  slars  for  the  3-  and  5-year  periods.  Personal  Strategy  Growth  received  5  slars  for  the  3-  and  5-year  periods.  Tax-Efficient  Growth  received  4  stars  for  the  3-year  period. 
T:  Rowe  Price  Investment  Services,  Inc.,  Distributor.  MDEQ-R067684 
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May  after  serving  10-month  sentence  for  fix- 
ing prices  with  rival  auction  house.  Things 
no  easier  on  the  outside:  his  mall  chain  fac- 
ing takeover  bid  led  by  rival  Simon  Property. 
Resigned  from  executive  posts  at  both 
Sotheby's  and  Taubman  Centers;  remains 
largest  shareholder  in  both,  but  looking  to 
dump  Sotheby's  stake.  Sons  now  run  day- 
to-day  business;  Al  remains  active  in  Detroit 
arts  scene. 

B.  Francis  Saul  II 

$790  million 

Inheritance,  banking,  real  estate. 

Chevy  Chase,  Md. 
71.  Married,  5  children 
Real  estate  developer  formed  B.R  Saul 
REIT  1964:  hotels,  shopping  malls,  offices. 
Took  company  private  1988;  launched 
Saul  Centers  real  estate  investment  trust 
1993.  Made  other  fortune  in  banking. 
Started  Chevy  Chase  Bank  1969  out  of 
trailer,  now  one  of  capital  area's  largest. 
Chairman  of  Boys  &  Girls  Clubs  of 
Greater  Washington. 


Alan  I.  Casden 

$775  million 

Real  estate.  Beverly  Hills,  Calif. 
57.  Twice  divorced,  remarried;  2  children, 
3  stepchildren 

Tough  year  for  Los  Angeles  real  estate  de- 
veloper: paid  part  of  an  $83  million  settle- 
ment to  former  investors  who  accused  him 
of  mishandling  consolidation  of  a  REIT  he 
controlled;  filed  $100  million  malpractice 
igainst  law  firm  that  handled  the  case, 
u  have  more  fun  at  the  ballpark: 
dgers  baseball  team  from 


Walter 
She;         in 

$750 

Real  t  si, 

88.   \\): 

Manages,  en 
trophy  propci  iu 
some  20%  of  do 
space.  Vacancies  h 
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The  northern  spotted 

owl  nearly  did  in 

RED  EMMERSON 

Today  his  timber       /. 

business  is  flying  high. 


the  past  year,  but  fewer  dot-com  tenants  dur- 
ing the  bubble  means  less  pain  after  the 
crash.  Son,  Douglas,  runs  company  day  to 
day.  Walter,  prominent  Democratic  sup- 
porter, spends  time  fighting  recall  of  Cali- 
fornia Governor  Gray  Davis. 


Robert  Congel 

$700  million 

Shopping  centers.  Fayetteville,  N.  Y. 
1  5  children 
■  i  i  lion  contractor  started  buying 
in  mid-1960s,  became  big 
-hopping  malls.  But  plan   to 

largest  mall  near  Syra 
•n't  break  ground  on  !      2 


%*"*'■■ 


billion  complex  until  he's  awarded  final 
ing  help  from  New  York  State. 


Sheldon  Henry  Solow 

$700  million 
Real  estate.  Neiv  York  City. 
75.  Married,  2  children 
Small-time  builder  risked  everything 
one  Manhattan  high-rise  in  1972.  "We 
in  barracuda  land.  You  can  only  get  av 
with  this  once."  Once  is  enough  when 
9  West  57th  Street,  still  one  of  the  eft 
premier  office  buildings.  Now  planning 
develop  Con  Ed  property  on  East  Riv 
largest  remaining  undeveloped  plot  of  la 
in  Manhattan. 
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!  SRX  V8:  physics  beautifully  applied.  The  longest  wheelbase  in  its  class"  A  wide,  low-to-the- 
jnd  stance.  The  end  result  is  nothing  short  of  magical.  A  vehicle  with  dynamic  handling,  high- 
ng  visibility,  and  seven-seat  capability?."  Beyond  the  distinct  advantages  are  the  immeasurable 
sations.  The  rush  of  an  S-curve.  the  thrill  of  a  straightaway,  the  satisfaction  of  a  well-executed 
Teuver.  The  Cadillac  SRX  performance  utility.  Calculated  innovation.  Exhilaration  beyond  measure. 


cadillac.com     800  333  4CAD       Bflfced  or    Ward's  20C3  MKJ-Lux  Cross  Utility  C!ass 
".        1  888  40NSTAR  c       ;  :.-..■.  -      'or  system    .mi  tat  ions  and  de:  a 

Ml  rights  reserved.  Brean  T-rougn"  Cadillac    Cadillac  oadge    SRX' 


.'.  -        a    able  ti'ird-rcv.  seat 


SPECIAL     ADVERTISING     SECTI 


a  new.look 


New  York  Life  has  been  successful  because  four  years  ago  it 
took  contrarian  positions  in  several  major  areas:  to  stay  focused 
on  life  insurance  when  others  were  venturing  into  other  financial 
services;  to  maintain  its  career  agency  system  when  some 
claimed  it  was  too  expensive;  and  to  go  global  when  others 
feared  the  risk. 

But  most  of  all,  remaining  a  mutual  has  been  the  key  to  New 
York  Life's  extraordinary  success.  The  volatility  in  the  financial 
markets  has  caused  many  investors  to  seek  greater  safety  and 
stability.  As  a  result,  many  are  turning  to  mutual  insurers  to 
satisfy  more  of  their  needs  —  and  New  York  Life  is  the  largest 
mutual  life  insurance  company  in  the  United  States.  Just  what 
is  a  mutual  insurance  company,  and  why  is  it  attractive  today? 

By  definition,  a  mutual  insurance  company  issues  no  stock. 
Ownership  rights  are  held  by  the  mutual  company's  policy- 
holders, who  have  the  right  to  share  in  the  company's  profits 
and  choose  its  board  of  directors.  This  corporate  form  is  not 
new.  The  first  mutual  insurance  companies  in  the  U.S.  began 
issuing  policies  in  the  early  1840s.  Investors  of  the  time  were 
wary  after  the  panic  of  1 837  and  the  financial  crisis  that  ensued. 
This  was  the  climate  in  which  New  York  Life  was  founded  in 
1845.  A  mutual  company  from  the  outset,  New  York  Life  has 
paid  dividends  to  its  policyholders  every  year  since  1854. 

And  there  is  more  that  appeals  to  investors  about  mutuality 
today.  For  one  thing,  most  life  insurers  should  have  a  long-term 
management  philosophy  because  benefits  to  policyholders  are 
often  paid  20,  30  or  40  years  down  the  road.  Mutual  insurers 
can  afford  this  long-term  view  because  they  aren't  subject  to 
the  quarterly  pr<  ssure  for  profits  that  publicly  traded  companies 
must  contend  with,  Equally  important  is  the  single  focus  that 
the  mutuals  have  on  po;  Mike  publicly  traded 

insurers  that  must  manage  the  i   peting 

constituencies,  stockholt lars  and  policyholders. 

Still,  even  seasoned  ors  may  "Acuity  under- 

standing why  one  of  the  usurer?  sted 

on  any  stock  exchange  company's  capital 

position.   Many  of  the  nave 

demutualized  or  convex 


order  to  raise  capital  through  the  sale  of  stock. 

New  York  Life,  however,  has  one  of  the  strongest  cal 
positions  in  the  industry  —  $10  billion  in  surplus  and  reser 
—  and  can  fund  its  growth  without  issuing  stock.  Standar 
Poor's  puts  it  in  perspective:  "New  York  Life  Insurar 
Company  (NYLIC)  is  one  of  the  few  mutual  companies 
which  neither  of  the  prime  incentives  for  the  recent  demuti 
ization  trend  in  the  industry  is  a  pressing  interest.  NYLIC  is 
sufficient  size  to  attain  the  necessary  economies  of  scale  in 
operations  that  others  have  to  consolidate  to  attain.  MoreoV 
simply  through  improving  operating  earnings  and  gains  onj 
sale  of  nonstrategic  businesses,  NYLIC  has  all  the  capita 
needs  to  support  any  foreseeable  volume  of  growth." 

New  York  Life's  Chairman  and  CEO,  Sy  Sternberg,  says! 
company's  main  reason  for  remaining  a  mutual  rests  in  its  be 
in  the  unique  nature  of  the  life  insurance  business.  "We  se 
promise  to  stay  strong  and  secure  to  help  our  customers  | 
for  college,  fund  a  retirement  or  pay  bills  if  tragedy  strikes! 
today  or  many  years  in  the  future.  Our  long-term  outlook « 
single  focus  on  policyholders  resonates  with  consumers  n 
more  than  ever." 

While  the  life  insurance  industry  as  a  whole  has  grown 
only  5%  a  year,  insurance  sales  by  New  York  Life  increa: 
42%  in  2002.  So  it  should  be  no  surprise  that  New  York  Lifi 
earning  a  closer  look  from  individuals,  families  and  busines 
with  a  new  appreciation  for  its  long-term  perspective. 


"For  many  years,  I  have  evaluated  cash-value 
insurance  policies  for  consumers,  and  it  is  evident 
the  gap  in  policyholder  performance  between  mui 
companies  and  stockholder-owned  companies  is  large 
appears  to  be  widening  in  favor  of  the  mutuals.  The  sin 
reason  is  that  the  stock  companies  have  two  compe 
interests^to  manage,  those  of  shareholders  and  policyhold 
while  mutuals  serve  one  constituency,  the  policyholde 

—  Jc 
Consumer  Federation  o; 


New  York  Life  ln<  lira 


NY  10010  «     -800-692-3086  •  www. newyork life 


WHY  YOU  WON'T  SEE  NYL  ON  NYSE,  NASDAQ 
OR  ANY  OTHER  STOCK  EXCHANGE  FOR  THAT  MATTE 


You  won't  see  New  York  Life  listed  on  a  stock  exchange  because  we're  a 
mutual  company.  Being  mutual  means  we're  owned  by  our  policyholders,  not 
stockholders.  Rather  than  focusing  on  guarterly  results,  we  care  about  the  long  te  m. 
After  you  buy  a  New  York  Life  policy,  you  may  not  need  us  for  years,  or  even  deca<  es. 
But  when  you  do,  we'll  be  there.  To  us,  our  policyholders  are  really  buying  a  promise  - 
that  we'll  be  here  to  pay  a  claim,  fund  your  retirement,  or  pay  for  nursing  home  costs. 
That's  why  New  York  Life  focuses  on  what  really  matters  in  the  long  term:  financial 
strength  and  integrity.  You  can  trust  that  we'll  keep  our  promises  to  you,  just  as  we  have 
for  over  155  years. 


The  Company   You  Keep.'1' 

WWW.NEWYORKLIFE.COM/MUTUALITY 

To  arrange  a  discussion  with  a  New  York  Life  agent,  call  1-888-963-7946. 
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Plenty  of  people  collect  wine.  These  wealthy  Bacchanalians 
collect  the  vineyards  and  the  barrels,  too. 


Gordon  Getty 

$2.1  billion 

Inheritance.  San  Francisco. 
70. 1  tarried,  7  children 
Son  of  business  titan  J.  Paul  Getty 
(u.  1 976)  sold  family's  Getty  Oil  to  Texaco 
for  $10  billion  in  1986.  Now  committed 
composer:  his  Joan  and  the  Bells  recently 
recorded  by  Russian  National  Orchestra. 
Business  mostly  a  pleasant  diversion.  In- 
vestment vehicle  Flow  buys  illiquid 
shares  from  mutuai  "unds;  Plumpjack 
companies  include  Squaw  Valley  resort 
and  cult  Napa  Valley  winery.  Packages 
$  1 70-a-bottle  vine  in  screwcaps,  citing  sci- 
entific evidence  they're  better  than  cork. 
High-profile  pat  on  of  the  arts  in  Califor- 
•  Passionate  b<  seball  fan  often  seen  at 
San  Frai        o  Giai  ts  games. 


Bonaid  Lauder 

$1.8  billion 
Cosmetics.  New  York  ( 

Married,  2  daugfiU  rs 
Mother,  Estee  Lauder,     un 
cosmetics  company  in  19 
cream  developed  by  Hungai 
$4.6  billion  (sales)  compai 
brother  Leonard  (see).  Onetu 
sistant  secretary  ol  defense  und<  i 
Reagan  lati     ippointed  ambassador  to 
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P(Mi        H..1S 

sell  skin 
Now 


tria.  Active  investor  in  former  Communist 
bloc.  Founded  and  heads  Cei  fral  European 
Media  Enterprises:  6  television  stations  in 
the  Slovak  Republic,  Romania,  Ukraine  and 
Slovenia,  but  lately  fighting  Czech  govern- 
ment over  TV  contracts.  Vast  personal  art 
collection  valued  at  $450  million.  Looking 
to  revive  once-flourishing  Hungarian  wine 
industry  through  Lauder-Lang  Vineyards 
and  its  Gundel  brand  wine,  maker  of 
chardonnay,  merlot,  cabernet  sauvignon  and 
a  series  of  Tokaji  wines.  Also  stakes  in  Hun- 
garian paprika  and  goose  liver  industries. 


Jess  Stonestreet 
Jackson 

$1.8  billion 
Wine.  Healdsburg,  Calif. 
73.  Divorced,  remarried;  5  children 
Three  decades  after  planting  first  20  acre?,  of 
grapes,  onetime  ittorney  has  built  Kendail- 
Jackson  into  one  ot  / .      rica's  most  valuable 
wineries  by  offering  bleiu:   '  chardonnays  and 
other  varietals  appealing  i      fluent  mas>es. 
Sales:  estimated  $410  million,.      iUion  cases. 
•    '  'ease:  solicited,  then  spurned  3  >ffers  of 
K)  for  K-J;  rumors  com- 
up  for  sale  again.  Devoting  efforts  to  in- 
pendenl  boutique  wineries  like  Lokoya  and 
ford  Court  owned  with  wife  Barbr-a 
i  I) .  and  lo  international  win    / 
i    and  Australia. 


Pat  Stryker 


$1.3  billion 

Inheritance.  Fort  Collins,  Colo. 
47.  Divorced,  3  children 
With  siblings  Ronda  and  Jon  (see)  contn 
Stryker  Corp.,  medical  supply  compa 
founded  by  grandfather  Homer  (d.  1981 
First  hospital  beds;  later  specialty  stretche 
cast  cutters.  Low-profile  heiress  becomt 
more  active  in  civic  life:  donated  $3  milh< 
to  defeat  2002  ballot  initiative  that  wot 
have  gutted  bilingual  education  in  Colora< 
This  spring  gave  $20  million  to  Colora 
State  University,  mostly  to  benefit  footb 
team.  Bought  Sonoma's  Sommer  Vineyai 
in  1999,  rebuilt,  replanted,  changed  name 
Stryker  Sonoma:  32  acres  in  Alexander  V 
ley,  producer  of  classic  vinifera  varieta 
gewurztraminer  and  zinfandel. 


Ernest  Gallo 

$930  million 
Wine.  Modesto,  Calif. 
94.  Widower,  2  children  (1  deceased) 
With  brother  Julio  (d.  1993)  built  mass 
E.&J.  Gallo  Winery,  purveyor  of  wi 
ranging  from  rotgut  Night  Train 
respected  Sonoma  brands.  Italian  imr 
grant  father  grew  grapes  on  230  Mode 
acres  during  Prohibition.  Brothers  worl 
vineyards  as  teens,  took  over  business  a! 


Don't  tell  GORDON 
:TTY  to  put  a  cork  in 
it.  This  winemaker 
prefers  screwcaps. 


FORBES    400       GraPe  Nuts 


The  Taste  of  Money 

Many  FORBES  400  members  collect  wine.  Some,  like  Ron  Perel-     WHITES  *J 


father  killed  mother,  self  1933.  Intensely 
private;  company  still  refuses  tours,  a  rar- 
ity in  wine  industry.  Estimated  sales:  $1.8 
billion.  Ernest  said  to  still  be  in  charge, 
though  Julio's  granddaughter  Gina  has 
bulk  of  responsibilities,  credited  with 
pushing  company  into  faster-growing  pre- 
mium wine  markets. 


Julian  Robertson  Jr. 

$780  million 

Money  management.  New  York  City. 
71.  Married,  3  children 
Hedge  fund  guru  closed  his  Tiger  Fund  after 
two  years  of  losses,  began  returning  cash  to 
investors.  A  mentor  to  next  generation  of 


I 


money  managers:  many  "Tiger  Cubs"  aft 
tended  the  University  of  Virginia,  where 
research  center  has  been  named  in  Robert! 
son's  honor.  Latest  endeavor:  building  New 
Zealand  golf  courses.  Loves  Kiwi  wine,  toe  I 
recently  bought  coveted  cult  winery  Drl 
River  and  popular  producer  Te  Awa.  Lookin ' 
to  buy  more.  I 


Many 

man  and  Sandy  Weill,  do  so  prodigiously.  Far  fewer  buy  their 
own  winery.  FORBES  identified  six  such  members,  most  of  whom 
are  smart  enough  business  folks  to  have  built  significant  for- 
tunes. But  are  they  equally  distinguished  as  vintners? 

FORBES  decided  to  put  this  matter  to  rest  with  a  blind  tasting. 
Our  panel  of  self-anointed  wine  experts  consisted  of  Tim  Fergu- 
son, editor  of  FORBES  GLOBAL;  senior  editor  Peter  Newcomb; 
associate  art  director  Charles  Brucaliere;  and  reporter  Brendan 
Coffey.  The  tasting  was  conducted  by  Jeanne  O'Brien  Coffey,  a 
freelance  food  and  wine  writer  and  this  reporter's  wife. 

In  most  cases  only  one  vintage  was  available.  Certain  wines, 
like  Gallo's  $80  Estate  Reserve  and  New  Zealand  cult  wine  Dry 
River,  were  unavailable.  All  wines  were  tasted  and  ranked  blind, 
with  panelists  knowing  only  the  color  and  the  fact  that  different 
grape  varietals  were  in  each  flight.  Laborious  retastings  lasted 
well  into  the  night.  I  think.  — Brendan  Coffey 


1)  Stryker  Sonoma  (Pat  Stryker)  Reserve  Chardonnay  2001  (Russian  River 
Valley)  Price:  $28.  Medical-implant  heiress  Stryker  ekes  out  surprising  vic- 
tory. Slightly  grassy  with  loads  of  tropical  fruit.  Most  of  the  panel  found  the  j 
oak  toasty  but  well-balanced.  Jeanne  thought  the  wine  over-oaked. 

2)  PlumpJack  (Gordon  Getty)  Chardonnay  Reserve  2001  (Napa)  Price:  $44 
A  very  close  second,  Getty  landed  top  scores  from  two  panelists.  Best  nose 
of  the  lot;  creamy  on  the  palate. 

3)  Hartford  Court  (Jess  Jackson)  Chardonnay  2000  (Russian  River) 
Price:  $33.  Lots  of  fruit,  but  strong  oak  and  a  thin  body  drew  harsh  remarks 

I 

4)  Te  Awa  Farm  (Julian  Robertson)  Sauvignon  Blanc  2002  (Hawkes  Bay,  Nev 
Zealand)  Price:  $14.  Mineral  nose  with  crisp  citrus  flavors  on  the  palate. 
Showed  well  considering  it  was  swimming  in  a  sea  of  chards. 

5)  Gundel  (Ronald  Lauder)  Chardonnay  2000  Price:  $11.  Nearly  all  of  the 
panel  guessed  this  was  Calif ornian,  due  to  its  strong  oak.  Some  thought  it 
could  be  a  pleasant  summer  wine;  Tim  and  Charles  dismissed  it  altogether. 


REDS 

0  Lokoya  (Jess  Jackson)  Cabernet  Sauvignon  1999 
(Napa)  Price:  $105.  Great  structure,  formidable  tannins 
obvious  cellaring  potential.  Healthy  notes  of  chocolate, 
coffee,  black  fruit  and  leather.  If  forced  to  choose  be- 
tween one  Lokoya  and  10  Kendall-Jackson  cabs  at  $10, 
choose  this. 

2)  PlumpJack  (Gordon  Getty)  Cabernet  Sauvignon 
Reserve  1997  Oakville  (Napa  Valley)  Price:  $170.  Picked \ 
as  besf  of  reds  by  two  panelists,  wine  offers  flavors  of 
mint,  black  cherries,  raspberry,  pepper  and  loads  of  tanr 

3)  Te  Awa  Farm  (Julian  Robertson)  Merlot  2000 
(Hawkes  Bay)  Price:  $18.  A  good  wine  that  placed  secoi 
with  two  tasters,  but  given  the  sterling  reputation  of  thh 
winery  and  region,  a  slight  disappointment. 

4)  Stryker  Sonoma  (Pat  Stryker)  Cabernet  Sauvignon 
2001  (Sonoma)  Price:  $24.  Divisive.  Deemed  undnnkable  j 
ftvo  panelists:  "Tastes  like  a  wrung-out  bar  rag, "  said  Charie  j 
'Anchovies, "  added  Peter.  Jeanne  noted  harsh  "Pine-Sol" 
scent  mostly  blew  off  with  time;  it  ultimately  won  approval 
from  her  and  two  other  panelists. 

5)  Gundel  (Ronald  Lauder)  Bull's  Blood  of  Eger  1999 
(Hungary)  Price:  $11.  This  mad  Hungarian  blend  actual!'.  I 
ranked  lower  than  an  empty  glass.  Sharp  nose;  plastic  c  | 
the  palate.  By  far  the  poorest-scoring  wine. 
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dating  for  busy  professionals1 


►  www.itsjustlunch.com 


AREER  TRENDS 


In  1997,  Daniel  Dolan  made  a  big  deci- 

ion....and  a  big  career  switch.  The  Harvard 

■■^^^^^^  Law  School  graduate  left  a 

^^|^  partnership  at  the  blue-chip 

I  international    law    firm    of 

*^*%  Winston    and    Strawn    to 

J    ^*~  become  C.E.O.  of.. ..no,  not 

aV^  ^  a  bank.  Not  an  investment 

^L^f^^  firm.    Not   even   close.    Mr. 

^■■Hm  Dolan  took  over  the  reins  at 
t's  lust  Lunch!,  the  national  dating  service  for 
)us\  professionals. 

"It's  not  the  most  conventional  career  shift," 
s/lr.  Dolan  cheerfully  admits.  But,  he  says,  "it's 
cind  of  a  dream  job." 

The  40-year-old  Mr.  Dolan  heads  up  It's  Just 
.unch!,  a  San  Diego-based  dating  service 
vith  offices  in  45  cities  nationwide.  The 
jpscale  service  arranges  lunch  dates  for  well- 
;ducated  professionals  in  a  civilized  and  dis- 
:reet  manner.  "When  I  first  heard  of  the  com- 
>anv,  I  thought,  this  makes  logical  sense,"  Mr. 
Dolan  said.  "Working  at  a  law  firm  or  invest- 
nent  bank  and  being  totally  focused  on  the 
)artner  track,  who  has  time  to  date?  It  makes 
sense  to  hire  someone  to  do  all  the  work." 

Mr.  Dolan  was  looking  to  join  a  small,  but 
?stablished  company  with  growth  potential. 
He  became  convinced  It's  Just  Lunch  was  the 
opportunity  he  was  looking  for  when  he  dis- 
rovered  many  of  his  co-workers  and  clients 
lad  been  using  the  service  for  years. 

Mr.  Dolan  looks  like  he  is  having  a  blast. 


'Yes,  my  friends  are  all  jealous,"  he  laughs. 


ioo 

MILLION 


singles  in  the  US.  Only  one  in 
eight  of  them  will  call  for  a  sec- 
ond date  after  more  than  a  day 
has  passed  since  the  first  date. 
79%  of  men  will  decide  how  interested  they  are  in  a  woman 
within  the  first  15  minutes  of  a  date.  22%  avoid  sushi  on  a 
first  date.  17%  like  dates  set  up  by  friends,  and  only  1 2%  like 
those  set  up  by  family  members.  Check  out  more  dating  stats 
at  www.itsjustlunch.com! 


It's  Just  Lunch  was  founded  in  1991  by  Andrea  McGinty 
after  a  broken  engagement  left  her  suddenly  single.   She 
wasn't  comfortable  with  the  dating  services  available  so  she 
decided  to  create  a  fun,  laid  back,  stress-free 
way  for  professionals  to  meet. 
Every  IJL  client  meets  with  a        a 
director  one-on-one  (right),     ^r 


LUNCH  FACTS 


►  Celebrating  12  years  of 
fun  first  dates. 

►  More  than  45  offices 
nationwide. 

►  58%  of  singles  are  not  interest- 
ed in  dating  someone  whom 
their  friend  has  dated. 

►  45%  of  singles  say  the  worst 
conversation  killer  is  the  discus- 
sion of  past  relationships. 

►  86%  of  singles  prefer  lunch  or  a 
drink  after  work  for  a  first  date. 


"It's  Just  Lunch... 
eases  the  anxiety 
level  of  the  blind 
date  by  scheduling 
the  encounters  at 
high  noon." 


PEOPLE  MAGAZINE 


JILL 
VANDOR 


NANCY 
KIR5CH 

X^J 

LYNNE 
ADAMS 

JENNIFER 
PANNUCCI 


It's  Just  Lunch!  •  Over  50  Locations  Nationwide  •  www.itsjustlunch.com 

1.888.3DD.95DD 


FDR  A  FUN.  UNIQUE  FRANCHISE  OPPORTUNITY:  E19.234.7200 
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learn  Plavers 


Many  Forbes  400  members  own  big  stakes  in  professional  sports  teams.  Profits 
are  few  and  fan  loyalty  fickle,  but  the  thrill  of  victory  makes  it  all  worthwhile. 


Micky  Arison 

$4.4  billion 

Inheritance.  Bal  Harbour,  Via. 
54.  Married,  2  children 
Owner  of  pro  basketball's  Miami  Heat  watched 
team  miss  playoffs  for  2nd  year  in  a  row. 
Smoother  sailing  as  captain  of  world's  largest 
cruise  ship  company.  In  April  swallowed  up 
P&O  Princess  Cruises  for  $8.2  billion.  Carnival 
fleet  now  70  ships,  serving  5  million  passen- 
gers a  year.  With  Carnival  stock  up  65%  since 
March,  Arison  clan  announced  plans  to  un- 
load 32  million  shares  over  the  next  2  years. 


Ann  Walton  Kroenke 

$3  billion 

Wai-Mart.  Columbia,  Mo. 

53.  Married,  2  children 


E.  Stanley  Kroenke 

billion 

te.  Columbia,  Mo. 
</,  2  children 

wife  team.  Ann  inherited 
Mart  stock  from  father,  Bud 
95)  early  business  partner 
and  I  \  ll-  Mart  founder 

ide  his  fortune  in 


estate,  including  shopping  centers 
anchored  by  Wal-Mart  stores.  Big 
landowner:  recently  purchased  500,000- 
acre  spread  in  British  Columbia  formerly 
owned  by  WorldCom's  Bernie  Ebbers. 
Also  owns  pro  basketball's  Denver 
Nuggets,  hockey's  Colorado  Avalanche  and 
a  stake  in  football's  St.  Louis  Rams. 


Carl  Pohlad 

$2.1  billion 
Banking.  Minneapolis. 
88.  Married,  3  children 
Former  used  car  salesman  switched  gears 
after  World  War  II,  turned  around  brother- 
in-law's  bank.  Made  $1  billion  selling  Mar- 
quette Financial  to  Wells  Fargo  2001;  also 
holds  stakes  in  U.S.  Bancorp,  Pepsi-Ameri- 
cas, small  airline.  Owner  pro  baseball's  Min- 
nesota Twins;  the  frequent  on-field  losers  en- 
joyed surprising  success  last  year,  but  Pohlad 
has  yet  to  convince  state  to  build  team  a  new 
baseball  stadium. 


Randolph  D.  Lerner 

$1.9  billion 

Inheritance.  Cleveland. 

'■0.  Married,  3  chil 


Norma  Lerner 

$1.3  billion 
Inheritance.  Cleveland. 
67.  Widowed,  2  children 


© 


Nancy  Lerner  Beck 

$1.3  billion 

Inheritance.  Cleveland. 
42.  5  children 

Heirs  of  Alfred  Lerner  (d.  2002),  fur-l 
niture  salesman  who  invested  earnings! 
in  Cleveland-area  real  estate.  Bigger  score  in  j 
banking.  Bought  control  of  Equitable  Ban- J 
corp  1981,  merged  with  Maryland  National 
1989;  spun  off  MBNA  1991.  Son  Randy  go1 
pro  football's  Browns  franchise,  which  fa- 
ther brought  back  to  Cleveland  in  1999: 
daughter  Nancy  inherited  stake  in  Maryland 
REIT  Town  and  Country  Trust. 


Glen  Taylor 


$1.9  billion 

Printing.  Mankato,  Minn. 
62.  Divorced,  6  children 
Turned  $2  million  investment  into  $  1 .3  bil- 
lion Taylor  Corp.  printing  empire  (weddinj 
invitations,  stationery,  magazines);  now  re 
tired  as  CEO,  concentrates  on  philanthropy 
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\faste  Management 
founder  WAYNE 

HUIZENGA  hopes  his 
Miami  Dolphins  won't 
play  subpar  this  season. 
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agribusiness.  Also  sports:  owns  pro  basket- 
ball's Timberwolves,  WNBA's  Lynx.  Consid- 
ering possible  purchase  of  Red  McCombs' 
(see)  pro  football  Vikings. 

William  M.  Davidson 

$1.9  billion 

Glassmaking.  Bloomfield  Hills,  Mich. 
80.  Divorced,  remarried;  2  children 
Lawyer  joined  uncle's  windshield-man- 
ufacturing business  1955,  took  over  as  com- 
pany neared  bankruptcy;  paid  off  creditors 
in  3  years.  Guardian  Industries  remains  a 


leading  manufacturer  of  mirrored  glass  for 
automotive,  construction  industries.  Sales: 
$4  billion.  Owns  pro  basketball's  Detroit  Pis- 
tons, hockey's  Tampa  Bay  Lightning. 


H.  Wayne  Huizenga 

$1.8  billion 

Entrepreneur.  Fort  Lauderdale,  Fla. 
65.  Divorced,  remarried;  4  children 
College  dropout  launched  garbage  collec- 
tion company  with  used  truck   1962. 
Became  Waste  Management.  Scrapped 
trash  business  1984,  bought  19-store  video 


rental  chain  Blockbuster  1987;  sold  to  Via 
com  7  years  later  for  $8.4  billion.  Rein 
vested  in  car  lots  (AutoNation),  lodgin 
(Boca  Resorts,  Extended  Stay  America) 
Sold  Florida  Marlins  baseball  franchisi 
after  winning  1997  World  Series.  Still  own 
pro  football's  Miami  Dolphins. 


Carl  Lindner  &  family 

$1.3  billion 
Investments.  Cincinnati. 
84.  Married,  3  sons 

Dropped  out  of  high  school  age  14  to  hel 
run  family's  dairy  business.  Started  ice  ere; 
store  with  brothers  1940,  became  Uniteii 
Dairy  Farmers.  Diversified  into  banks,  i: 
surance,  bananas.  With  3  sons,  controls  429 
of  American  Financial  Group.  A  princip; 
owner  and  chief  executive  of  baseball' 
Cincinnati  Reds. 


Mark  Cuban 


$1.3  billion 

Broadcast.com.  Dallas. 
45.  Married 

Internet  innovator  now  basketball  bad  boy 
Ran  Web  radio  firm  Broadcast.com  througl 
frothy  years  of  Internet  bubble,  sold  to  Yahoi 
for  $5.7  billion  in  1999.  His  bubble  neve 
burst:  secured  fortune  with  zero-cost  collar; 
Spent  $307  million  on  pro  basketball's  Dal 
las  Mavericks  and  majority  stake  in  team 
arena.  Spent  a  little  more  mouthing  off  t> 
game  officials:  fined  record  $1.5  million  b 
NBA  his  first  2  years  owning  team.  Turnei 
one  of  league's  worst-run  franchises  into  re 
cent  powerhouse.  With  former  Web  partne 
Todd  Wagner  (see)  dabbles  in  Hollywoo 
films  and  HDTV  broadcasting. 


Robert  McLane 

$1.2  billion 

Wal-Mart,  Houston  Astros.  Temple,  Tex 

67.  Married,  2  sons 

Sold  grocery  distribution  business  to  tenni 

partner  Sam  Walton  for  cash  and  Wal-Mai 

stock  in  1990.  Now  owns  pro  baseball' 

Houston  Astros.  Moved  team  into  new  sta 

dium  2000,  renamed  Minute  Maid  Par 

(formerly  Enron  Field);  favorable  lease  let 


RVARD  MEDICAL  SCHOOL.  BOSTON.  MA 
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Life  is  too  short  to  worry  about  your  insurance. 


Zt'-% 


<  CHUBB  COMMERCIAL  INSURANCE 


<  CHUBB  SPECIALTY  INSURANCE 


< CHUBB  PERSONAL  INSURANCE 


Worth  magazine  called  Chubb  "tjfcgpld  standard  for  property-casualty 
insurance....  Chubb's  best  featurWnBtae-deca.de  history  of  swiftly  - 
paying  claims  that  other  compani 
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CHUBB 

For  more  information,  consult  your  Indeper 
agent,  or  visit  us  at  www.chubb.com  and  cl 
"Find  an  agent." 
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m  keep  most  of  the  revenue.  Chairman 
Baylor  University's  board  of  regents. 

illy  Joe  McCombs 

.1  billion 

rs,  radio.  San  Antonio. 
Married,  3  children 
;d"  dropped  out  of  law  school  to  peddle 
s.  Owned  first  dealership  at  25.  Found  real 
tune  with  Clear  Channel  Communica- 
06,  radio  outfit  started  in  1972  with  Lowry 
rys  see).  With  daughter  Marsha,  focuses 
pro  football  franchise  Minnesota  Vikings; 
lies  rumors  of  plans  to  sell  team. 


lalcolm  Glazer 

billion 

•nglomerate.  Palm  Beach,  Fla. 
Married,  6  children 

upping  mall  magnate  saw  big  rise  in  the 
ue  of  his  Super  Bowl  champs,  Tampa  Bay 


Buccaneers,  but  having  a  hard  time  finding 
the  cash  to  buy  Los  Angeles  Dodgers  baseball 
team  from  Rupert  Murdoch.  Unlikely  to 
wring  anything  from  family's  oil  and  gas 
conglomerate  Zapata:  remaining  asset  is  a 
producer  of  fish  oil. 


Arturo  Moreno 

$1  billion 

Billboards.  Phoenix. 
57.  Married,  3  children 

William  Levine 

$940  million 

Billboards.  Phoenix. 
71.  Widowed,  3  children 
Advertising  entrepreneur  Levine  started 
Outdoor  Systems  in  1980  with  billboards, 
ads  in  bus  stations.  Vietnam  vet  Moreno 
joined  in  1984.  Sold  to  Infinity  Broadcasting 
1999  for  stock  (now  Viacom  shares).  Moreno 
bought  World  Series  champs  Anaheim  An- 
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Gents  Rolex  Day/Date: 
in  1 8K  white  gold  w/Oyster  bracelet 
&  Rose  colored  dial.  Est.  Retail:  $20,700 
Gray  &  Sons  Price:  $12,850 


If  you  order  just 

one  catalog  this  yeaij 

make  sure  its  this  om 
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2003  Holiday  Super-Catal 

From  The  Family  Mail  Order  Jewe 

No  matter  how  much  money  one  has,  paying  fu 
retail  for  anything  today  just  doesn't  make  sense., 
especially  when  it  comes  to  fine  watches  and  jewel 
For  the  last  23  years,  Gray  &  Sons  Jewelers  has  been 
the  world's  largest  buyer  and  seller  of  mint-conditio 
certified  pre-owned  timepieces  and  estate  jewelry 
We've  earned  that  status  by  adhering  to  strict  qualit 
standards  and  providing  incredible  value. 

Certified  Pre-Owned 

Fine  Watches  &  Estate  Jewelry 

At  Up  To  50%  Off  Retail 


Plus,  each  piece  comes  with  the  industry's 
best  guarantees  that  protect  you  at  the  time  of 
purchase  and  years  afterward. 

See  why  over  60,000  smart  shoppers  have 
chosen  Gray  &  Sons.Visit  our  showroom,  or  our 
website  to  see  our  ever  changing  collection. 


/*— 1  ■         r   f^\  Since  1980 

Gray^Sons 

INSPIRED  JEWELERS  WATCH  SPECIALISTS 

www.grayandsons.com       .  -^ 


^ 


9595  Harding  Ave.,  Bal  Harbour/Surfside,  FL  33154 

Toll  Free:  1.888.205.3715  •  Fax:  305.865.9666 

www.grayandsons.com 

Call  Today,  Email,  Or  Fax  Us 
For  A  Free  Color  Catalog 

Gray  &  Sons  is  not  an  authorized  dealer  of  any  watch  pictured  in  this  ad.  Watch  names  ant  ] 
associated  symbols  may  be  registered  trademarks  in  the  U.S.  ©  2003  Gray  &  Sons,  Inc. 
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from  Disney  in  May  for  S184  million. 
t  executive  decision:  lowering  beer  prices 
adium. 


;rral  Jones 

»0  million 
tbalJ,  oil.  Dallas. 

Married,  3  children 

ght  pro  football's  Dallas  Cowboys  and 
ium  14  years  ago  with  S140  million  in 
money.  Good  investment:  America's 
now  worth  $851  million.  Also  has 
dings  in  gas,  oil,  real  estate,  which  he 
ms  FORBES  perenniallv  underestimates: 
my  mind,  those  assets  are  as  valuable 
he  team."  Won  battle  with  NFL  brass 
pear  to  manufacture  and  sell  Cowboys 
chandise.  Says  it  was  profitable  after 

1  year.  Hired  headstrong  coach  Bill 
cells  this  year,  but  plays  down  any 
nee  of  clashing  egos.  "Bill  is  a  very  pos- 

asset." 


William  Clay  Ford 

$950  million 
Ford  Motor  Co. 

Grosse  Pointe  Shores,  Mich. 
78.  Married,  4  children 
Current  Ford  patriarch  presided  over  100th 
anniversary  celebration  of  company's  found- 
ing by  grandfather  Henry.  Family  back  in 
charge  after  son  William  Jr.  took  over  as  CEO 
in  2001  amid  heavy  losses.  Profits  back,  too, 
but  stock  still  languishing.  Owner  of  pro 
football's  Detroit  Lions  in  spat  with  league 
for  hiring  head  coach  Steve  Mariucci  without 
interviewing  minority  applicants  first. 


Alex  Spanos 


$860  million 
Real  estate.  Stockton,  Calif. 
79.  Married,  4  children 
s.m  Diego  Chargers  owner  attended  fu- 
neral of  close  friend  Bob  Hope  in  August 


and  left  a  copy  of  the  2003  Chargers  sched- 
ule in  Hope's  jacket  pocket.  Now  trying  to 
wrangle  new  lease  or  stadium  for  the  team. 
If  no  deal  is  struck  with  San  Diego  offi- 
cials, look  for  Spanos  to  relocate  team  to 
Los  Angeles. 


Michael  Heisley 

$850  million 

Manufacturing.  St.  Charles,  III. 
66.  Married,  5  children 
Career  computer  salesman  sold  house  for 
$150,000,  borrowed  another  $10  million  to 
buy  Conco,  maker  of  sewer  and  drain  equip- 
ment. Strategy:  use  cash  flow  to  buy  another 
company,  repeat.  Privately  held  Heico  Acqui- 
sitions now  $1.4  billion  (sales)  amalgam  of  40 
companies,  mostly  specialized  manufacturers. 
Says  business  is  booming:  "Margins  are  up,  in- 
terest costs  arc  down."  Named  chief  executive 
of  WorldPort  Communications  in  June; 
owner  of  pro  basketball's  Memphis  Grizzlies. 
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THE  ROAD  TO  SUCCESS 

NOW  INCLUDES 
ONE  SCHEDULED  STOP 
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SYMPO  Si  U  M  10 


DISCOVER  THE  POWER  OF 
FOCUSED  EXECUTION  — FROM 
LEADERSHIP  TO  FRONTLINE 

How  can  you  tap  the  passion,  energy 
and  commitment  of  your  workforce 
to  realize  top  organizational 
priorities?  It's  one  of  the  vital 
questions  facing  corporate  America 
today.  It's  also  the  emphasis  of 
Symposium  10,  the  landmark 
workshop  that  brings  together 
executives  and  people  managers 
with  high-demand  consultants  and 
thought  leaders.  You'll  learn  how 
to  close  "execution  gaps,"  build 
teamwork,  boost  effectiveness, 
achieve  goals  and  establish  greater 
influence  in  your  organization. 
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DR.  STEPHEN  R.  COVEY 

International  leadership 
authority  and  author  of 

Habits  of  Highly 
::,~fecv've  People 


To  celebrate  our  10th  year 
Symposium,  we're  condensii 
everything  into  a  rich,  one-d 
experience  in  three  cities. 


CHICAGO 

OCTOBER  23 


LOS  ANGELES 

MARCH  11 


ATLANTA 

MARCH  25 


HYRUM  SMITH 

Bestselling  author  of 
What  Matters  Most  and  Tl 
10  Natural  Laws  of  Succe. 
Time  and  Life  Managemer 


).  RESERVE  YOUR  PLACE  TODAY  AT 
/y.FRANKLINCOVEY.COM/SYMPOSIUM. 
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ohn  Jay  Moores 

740  million 
>ftware.  San  Diego. 
I  Married,  4  children 
iftware  maker  Peregrine  Systems  emerg- 
g  from  Chapter  1 1,  but  Moores  no  longer 
the  helm;  left  scandal-plagued  outfit 
ider  pressure  from  creditors.  Owner  of 
.seball's  San  Diego  Padres  still  made  out 
ay:  sold  more  than  $600  million  of  stock 
•fore  collapse.  Started  BMC  Software  in 
'80  with  S  1,000;  cashed  out  for  $400  mil- 
>n  1 2  vears  later. 


homas  Hicks 

725  million 

rveraged  buyouts.  Dallas. 

'.  Divorced,  remarried;  6  children 

»n  of  radio  station  entrepreneur  spent 

rlv  days  spinning  records.   Founded 

Ides  &  Haas  buyout  firm.  Early  success  in 


RY    THF    NIIMRFRS 


The  average  member  of  The  Forbes 
400  gets  divorced 

0.4  times. 


soda:  bought  Dr  Pepper,  Seven-Up  for  $45 
million,  sold  two  years  later  for  $700  mil- 
lion. Formed  LBO  firm  Hicks,  Muse,  Tate 
&  Furst.  University  of  Southern  California 
business  grad  recently  burned  on  tech, 


Argentina  plays.  Going  back  to  basics: 
investing  in  food,  telephone  directories. 
Sold  Pinnacle  Foods — maker  of  Vlasic 
pickles  and  Swanson  frozen  dinners — to 
J.P.  Morgan  Chase  for  $485  million  August. 
Big  spending  owner  of  pro  baseball's  Texas 
Rangers  (bought  from  group  including 
George  W.  Bush);  hockey's  Dallas  Stars. 


Stephen  Bisciotti 

$625  million 
Outsourcing,  football. 

Severna  Park,  Md. 
43.  Married,  2  children 
Founded  Aerotek  at  age  23  to  provide  engi- 
neers to  the  aerospace  industry.  Now  owns 
significant  stake  in  job  outsourcer  Allegis 
Group.  Estimated  sales:  $3  billion.  Owns 
49%  stake  in  pro  football's  Baltimore 
Ravens;  plans  to  take  full  ownership  when 
he  purchases  Art  Model's  share  in  the 
spring  of  2004. 
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With  Ricoh's  imaging  solutions  on  your 
network  you  can  share  and  manage  ideas 
every  step  of  the  way. 
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Go  to  ricoh.com/share  to  see  how  Aficio*  digital  office  equipment  can  help  you.       ^  ■    i— -^ 
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The  following  Forbes  400  members  did  not  make  their 
fortunes  racing  or  breeding  horses.  Rather,  drawn  by  their 
speed  and  strength,  they  have  spent  millions  caring  for  them. 


Leslie  Wexner 

$2.7  billion 

Limited  Brands.  New  Albany,  Ohio. 
66,  Married,  4  children 
Ohio  State  law  school  dropout  opened 
first  women's  apparel  store  in  Columbus, 
Ohio  in  1963.  Expanded  Limited  Brands 
into  4,000  stores,  7  retail  brands,  including 
Victoria's  Secret,  Henri  Bendel.  Arts  sup- 
porter gifted  Picasso's  "Nude  on  a  Black 
Armchair"  to  Columbus'  Wexner  Center 
for  the  Arts.  With  wife,  Abigail,  hosts  the 
New  Albany  Classic,  equestrian  jumping 
invitational  held  at  their  Ohio  estate;  pro- 
go  to  Columbus  Coalition  Against 
Family  Violence. 

B.  Wayne  Hughes 

Public  Storage.  Bel  Air,  Calif. 

70.  Divorced  3  ch.il  deceased) 

California  tor  jn  the  1970s 

noticed  growing  demand  fo:  self-storage 
space.  Today  Public  Stoi  ige  has  more  than 
800,000  self-storag(  spaces  u ,  80  cities.  Stepped 


down  as  CEO  last  November;  still  chairman. 
Spends  time  breeding,  racing  Thoroughbreds. 
Paid  $900,000  for  4th-place  Kentucky  Derby 
finisher  Atswhatimtalknbout.  "When  you  are 
old  you  tend  to  look  back.  In  this  business  you 
have  to  look  forward  into  the  future." 


Dorrance  Hill  Hamilton 

$775  million 

Inheritance.  Wayne,  Pa.;  Newport,  R.I. 

73.  Widowed,  3  children 


Mary  Alice  Malone 

$1.5  billion 

Inheritance.  Coatesville,  Pa. 
53,  Married,  2  children 


Bennett  Dorrance 

$1.4  billion 

Inheritance.  Paradise  Valley,  Ariz. 
54.  Married,  2  children 


Charlotte  Colket  Weber 

$1.1  billion 

Inheritance.  Ocala,  Fla.;  New  York  City. 
58,  Divorced,  3  children 


Hope  Hill  van  Beuren 

$910  million 

Inheritance.  Middletown,  R.I. 
66.  Married,  3  children 


George 
Strawbridge  Jr. 

$680  million 
Inheritance.  Cochranville,  Pa. 
65.  Married,  3  children 
Grandchildren  of  John  T.  Dorrance,  founds 
of  Campbell  Soup,  inventor  of  condensed 
soup  process.  Left  half  his  fortune  to  son,  Joh 
Jr.  (d.  1989),  the  rest  to  his  3  daughters.  Mar 
Alice:  breeds  warmbloods  on  400-acre  farr 
in  Pennsylvania.  Brother  Bennett:  heads  DM 
&  Associates,  real  estate  developer  in  Arizon; 
Cousin  Dorrance:  avid  gardener,  competes  i 
botanical  shows.  Charlotte:  owner  Live  Oa 
Stud  farm,  breeds  Thoroughbreds  in  Ocal; 
Fla.  Hope:  an  active  donor  and  supporter  ( 
the  St.  Michael's  Country  Day  School  i 
Rhode  Island.  George:  breeds  world-cla; 
steeplechase  horses  at  Augustin  Stable  i 
Pennsylvania. 
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Among  DAVID 

MURDOCKS  many 

indulgences  are 

Arabian  stallions  and 

boulders  shipped  from 

the  River  Kwai. 


V  I 


FORBES    400      Chevaliers 


Herbert  Kohler  Jr. 
&  family 

$1.5  billion 

Plumbing  fixtures.  Kohler,  Wis. 
64.  Divorced,  remarried;  3  children 
Grandfather  founded  Kohler  Co.  in  1873 
to  make  hitching  posts  and  cemetery 
ornaments  for  Midwest  farmers.  Kohler 
today  is  a  leading  manufacturer  of  kitchen 
and  bath  fixtures,  furniture,  electricity 
generators.  Sales:  $3  billion.  Yale  graduate 
is  an  avid  breeder  of  Morgan  show 
horses:  "A  terrific  animal.  So  beautiful 
and  showy." 

David  H.  Murdock 

$1.5  billion 

Real  estate,  finance.  Los  Angeles. 

80.  Thrice  divorced,  widowed; 

3  children  (1  deceased) 

Ninth-grade  dropout  pumped  gas  until 

Army  drafted  him  in  1942.  Home  builder 

made  first  fortune  in  post-WWII  housing 

boom,  lost  it  all  in  1964  real  estate  crash. 

Started  again  with  California  properties;  then 


leveraged  buyouts:  Dole  Foods,  Hawaiian  real 
estate  giant  Casde  &  Cooke.  Also  holds  stake 
in  Pacific  Holdings,  conglomerate  that  owns 
largest  chassismaker  in  the  U.S.  Avid  orchid 
breeder  lined  the  gardens  of  his  estate  with 
over  300  boulders  mined  from  Thailand's 
River  Kwai.  Keeps  400  Arabian  horses  on 
2,000-acre  Ventura  Farms  in  California. 


Robert  McNair 

$1.3  billion 
Energy.  Houston. 
65.  Married,  4  children 
From  power  grids  to  gridiron:  sold  power- 
producing  Cogent  Technologies  to  Enron  in 
1998  for  $1.5  billion  cash  and  stock  but 
dumped  shares  before  energy  giant's  implo- 
sion. Now  owns  pro  football  expansion  team 
Houston  Texans.  Avid  horseman  wants  to 
popularize  Thoroughbred  racing  by  creating 
a  fan-friendly  "season"  slated  to  start  next 
year.  Kentucky-based  Stonerside  Stable  home 
of  Congaree,  3rd-place  finisher  in  200  l's  Ken- 
tucky Derby  and  Preakness. 


George  Lindemann 
&  family 

$1.1  billion 

Natural  gas,  media.  Palm  Beach,  Fla. 
67.  Married,  3  children 
Wharton  grad  joined  father's  cosmetics  and 
hair  care  products  company  in  1958;  diver- 
sified into  pharmaceutical  products. 
Watched  fortune  rise  with  Permalens,  first 
permanent  soft  contact  lens;  sold  to  Cooper 
Labs  for  $60  million  1971.  Reinvested  in 
cable,  gas.  Family  of  avid  equestrians  :  son 
Adam  plays  polo;  daughter  Sloan  competes 
in  jumping. 


Horse  lover  ROBERT  MCi 
betting  on  his  pro  football 


Kenny  Troutt 

$1.1  billion 

Excel  Communications.  Dallas. 
55.  Divorced,  remarried;  3  children 
Bartender's  son  grew  up  in  an  Illinois 
housing  project.  Peddled  life  insurance  in 
college,  then  took  jobs  in  construction  and 
the  oil  industry.  In  1988  started  Excel 
munications,  multilevel-marketer  of 
distance  service.  Took  public  8  years 
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The  average  member  of 
The  Forbes  400  has 

3.1  children. 


later  with  $1.4  billion  in  sales.  Sold  to  Te 
globe  in  1998  for  $3.5  billion.  Sights  nc 
set  on  horses:  this  year's  Kentucky  Der 
and  Preakness  winner,  Funny  Cide,  co> 
ceived  on  his  WinStar  Farm  in  Kentuc 
(see  story,  p.  120). 


Jesse  Mack  Robinson 

$930  million 

Banking,  insurance.  Atlanta. 

80.  Married,  2  children 

Modest  ruler  of  banking  and  insurance  e 

pire  got  start  peddling  used  cars.  Built  ch 

of  auto  loan  companies,  provided  financ 

for  designer  Yves  Saint  Laurent  in  196 

Now  owns  large  stakes  in  banks  (Wachov 

insurance,  lumber.  Thoroughbred  enthi 

ast  owns  approximately  90  horses  on  fa 

in  Thomasville,  Ga. 


Jeremy  Jacobs  Sr. 

$875  million 
Sports  concessions.  East  Aurora,  N.Y. 
63.  Married,  6  children 
Father  Louis  started  popcorn  and  pea 
sports  concession  business  in  1915.  Jere 
took  over  after  father's  death,  transforn 
Delaware  North  Cos.  into  global  food ; 
hospitality-services  giant.  Avid  horsen 
formed  task  force  in  1997  to  secure  toi 
zoning  ordinances  in  Wellington,  Fla 
order  to  preserve  area  as  an  equestr 
paradise. 
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FORBES 


What  good  is  money  if  you  don't  have  good  health  to  enjoy  it?  These 

entrepreneurs  make  the  tools  that  help  heal  us  and  provide  the 

insurance  to  cover  us  when  the  stakes  are  high. 


John  E.  Abele 

$3.9  billion 

Boston  Scientific.  Boston. 

66.  Married,  3  children 

Peter  Nicholas 

$3.3  billion 
Boston  Scientific.  Boston. 
62.  Married,  3  children 
Cofounders  of  medical  device  firm  Boston 
Scientific,  manufacturer  of  a  wide  range  of 
products  for  minimally  invasive  surgery,  in- 
cluding catheters,  stents  and  balloons.  Re- 
cent stock  surge  thanks  to  new  drug-coated 
stent  available  in  Europe,  but  still  awaiting 
FDA  approval  in  U.S.  Currently  locked  in 
patent  dispute  with  rival  stentmaker  John- 
son &  Johnson. 


William  Cook 

$3.1  billion 

Medical  devices.  Bloomington,  hid. 
72.  Married,  I  child 

Founder  of  medical  equipment  manufac- 
turer Cook  Group  saw  his  $3  billion  buy- 


out offer  from  Guidant  flat-line  after  the 
company's  innovative  drug-coated  stent 
delivered  underwhelming  results.  Break- 
ing up  made  easier  with  $50  million  pay- 
out from  Guidant  to  terminate  the 
merger. 


Maurice  Greenberg 

$3  billion 

American  International  Group.  NYC. 
78.  Married,  4  children 
AIG  chief  made  partial  admission  of  his 
own  mortality  this  year:  a  successor  finally 
has  been  named,  but  his  identity  is  a 
closely  guarded  secret.  Still,  retirement  is 
not  in  the  picture  after  35  years  at  the 
helm.  "Hank"  joined  company  in  1960 
and  soon  succeeded  founder  Cornelius 
Vander  Starr;  pioneered  expansion  into 
former  communist  markets.  Created  mas- 
sive shareholder  returns.  Now  owns 
nearly  2%  of  $158  billion  market  cap 
company.  The  hard-driving  chief  has  been 
unfashionably  critical  of  new  corporate- 
governance  laws;  leading  attack  on  tort 
ers. 


James  Sorenson 

$2.7  billion 

Medical  devices,  real  estate.  Salt  Lake  G 

82.  Married,  8  children 

Lifelong  entrepreneur  made  first  fortune  sellin 

medical  device  business  to  Abbott  Labs  1981 

stake  in  company  worth  over  $2  billion.  No 

investing  in  Utah  real  estate,  including  a  2,20(  p 

acre  residential  development  outside  of  Sa  f 

Lake  City.  Also  digital  technology  via  Sorer 

son  Media:  video  services,  video  compressioi 

video  communication. 


Barbara  Piasecka 
Johnson 

$2.2  billion 
Inheritance.  Monaco. 
66.  Widowed 
Polish-born  cook  and  chambermaid  mai 
ried  her  boss,  Johnson  &  Johnson  heir  Joh 
Seward  Johnson  Sr.  (d.  1983).  After  expk 
sive  court  batde  with  stepchildren  over  tr 
estate,  "Basia"  walked  away  with  over  $32 
million  and  a  palatial  Princeton,  N.J.  mai 
sion  (later  turned  into  a  golf  clubhouse 
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ii  Drugmaker 

IPATRICK  SOON-SHIONG 

is  in  the  green,  thanks 

to  his  generics  business. 
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After  35  years  at  the  helm  of  financial  services  giant  AIG,  HANK  GREENBERG  is  beginning  to  reflect  on  retirement 


Philanthropist  and  low-profile  art  collector 
auctioned  off  Andrea  Mantegna's  "Descent 
into  Limbo"  this  year  for  $28.5  million. 


Ernest  Stempel 

$1.6  billion 

American  International  Group. 

Hamilton,  Bermuda. 
87.  Widowed,  remarried;  3  children 
Teamed  up  with  AIG  founder  Cornelius  Van- 
der  Starr  in  1953  after  WWII  stint  in  Navy. 
Built  up  company's  life  insurance  division, 
then  Bermuda-based  reinsurance  arm  Airco 
as  president  1963,  chairman  1979.  Now  re- 
tired, living  in  Bermuda  with  wife  Brendalyn. 

Thomas  Frist  Jr.  & 
family 

$1.5  billion 

HCA  Healthcare.  Nashville. 

larried,  3  children 
Medical  doctoi  founded  I  lospital  Corp.  of 
America  with  father  in  1968  folk  wing  stint 


as  an  Air  Force  flight  surgeon.  Merged  with 
Columbia  Healthcare  in  1994.  Now  nation's 
largest  for-profit  hospital  operator,  but 
lately  ailing:  HCA  stock  down  14%  in  2003. 
Came  out  of  retirement  to  help  nurse  com- 
pany through  lengthy  Medicare-fraud  in- 
vestigation. Second  retirement  should  go 
more  smoothly:  HCA  settled  with  the  De- 
partment of  Justice  in  July  for  $631  million. 


Ronda  E.  Stryker 

$1.5  billion 

Inheritance.  Portage,  Mich. 
49.  Married,  3  children 
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Jon  L.  Stryker 

$1.5  billion 

Inheritance.  Kalamazoo,  Mich. 

'<  Ith  partner,  2  children 

idchildren  ol  Homer  Stryker  (d.  1980), 

orthopedic  surgeon  who  invented  mobile 

>spital  bed.  liter  father  Lee  died  in  1977 

ish,  lohn  Brown  (see)  became  head 

ol  St  .  With  sister  Pat  (see),  Ion  and 


Ronda  control  30%  of  company.  Ronda  sitj 
on  board.  Architect  Jon  splits  time  betwee 
Michigan  and  Palm  Beach,  Fla. 


Arthur  L.  Williams 

$1.4  billion 

Insurance.  Palm  Beach,  Fla. 

61.  Married,  2  children 

Son  of  pickle  factory  worker,  former  higl 

school  football  coach  started  selling  life  in 

surance  in  1967.  Built  empire  on  simple  phi 

losophy:  "Buy  term  and  invest  the  difference. 

Williams  attacked  rival's  market  share  b 

pushing  low-cost  term-life  plans;  dubbd 

sales  team  "term-ites."  Sold  to  Primerica  0 

1989.  Shares  in  Citigroup  worth  $945  millior 


Peter  Lewis 

$1.3  billion 

Insurance.  Bcachwood,  Ohio. 

69.  Divorced,  3  children 

Took  over  father's  insurance  company  ii 

1965;  grew  Progressive  Corp.  into  the  3rd 
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largest  U.S.  auto  insurer  by  targeting  high- 
risk  drivers.  Active  philanthropist  embroiled 
in  love-hate  relationship  with  Case  Western 
Reserve  University:  gave  $36.9  million  to 
build  Frank  Gehry-designed  business  school, 
then  froze  donations  to  Cleveland  nonprofits 
to  protest  university's  financial  and  academic 
decline:  "I've  always  liked  shaking  things  up." 

Patrick  Soon-Shiong 

$1.2  billion 

Generic  drugs.  Los  Angeles. 

51.  Married,  2  children 

Born  in  South  Africa  to  parents  who 
emigrated  from  China.  Moved  to  Los 
Angeles  1980,  took  faculty  position  at 
UCLA's  medical  school;  left  to  commer- 
cialize his  research.  Now  owns  stake  in 
American  Pharmaceutical  Partners,  man- 
ufacturer of  generic  injectable  drugs.  (See 
story,  p.  126.) 


@ 


Alfred  Mann 

$1  billion 

Inventor,  investor.  Los  Angeles. 
77.  Divorced,  6  children 
Son  of  English  father,  Polish  mother,  raised  in 
Portland,  Ore.  Sold  magazines,  lemonade  dur- 
ing the  Depression  before  getting  physics  mas- 
ter's from  UCLA  Founded  and  sold  aerospace 
companies  Spectrolab  and  Heliotek  1960s. 
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>£  members  of  The  Forbes  400 
derive  their  wealth  from  oil. 
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Biotech  investor  ALFRED  MANN  donates  much  of  his  fortune  to  medical  research. 


Funded  Pacesetter  Systems  (rechargeable  pace- 
makers), MiniMed  (insulin  pumps),  Advanced 
Bionics  (neural  stimulation);  sold  parts  to 
Medtronic  for  $4.2  billion  in  2001.  Now 
focusing  on  biomed  firm  Mannkind  Corp. 
Philanthropic,  especially  medical  research. 


George  Joseph 

$940  million 
Insurance.  Los  Angeles. 
82.  Divorced,  remarried;  5  children 
Numbers  whiz  took  just  3  years  to  earn  Har- 
vard degrees  in  math  and  physics.  Left  $225- 
a-month  actuarial  job  to  start  property  and 
casualty  insurance  company.  Founded  Mer- 
cury General  in  1962,  now  California's  6th- 
largest  insurer,  with  $2  billion  in  assets.  Com- 
pany stock  up  97%  since  December  1999. 


Leonard  Abramson 

$775  million 
Aetna.  Jupiter,  Fla. 
70.  Mairied,  3  daughters 
Drove  cabs  for  cash  while  studying  at 
Philadelphia  College  of  Pharmacy  &  Science. 
10b  as  salesman  with  Parke-Davis,  quit 
n  passed  over  for  promotion.  Started  U.S. 
aWicare  in  1 975,  sold  to  Aetna  for  $8.3  bil- 
n  in  198b.  Founded  $100  million  cancer  re- 
arch  center  at  University  of  Pennsylvania. 


John  W.  Brown 

$740  million 

Medical  equipment.  Kalamazoo,  Mich 
69.  Married,  2  children 
Took  small  medical  instruments  compan 
known  mainly  for  selling  hospital  bed 
and  cast  cutters  (1977  sales:  $17  million] 
turned  Stryker  into  dominant  manufafl 
turer  known  primarily  for  artificial  hips 
knees  (2003  sales:  $3  billion).  Credits  hi 
upbringing  on  remote  Tennessee  farm  a 
the  incentive  to  pursue  professiona 
career. 


Patrick  Ryan 

$660  million 
Insurance.  Wmnetka,  III. 
66.  Married,  3  children 
Started  selling  insurance  at  father's  ca 
dealership  in  1960s.  Merged  Ryan  Insui 
ance  Group  with  Combined  Internatiom 
Corp.  in  1982  to  form  Aon;  it's  noi 
nation's  2nd-largest  insurance  brokei 
Aon  stock  languishing  ever  since  2001  tei 
ror  attacks;  hired  former  NYC  mayo 
Rudy  Giuliani's  consulting  firm  to  pre 
vide  a  boost.  Part-owner  of  football' 
Chicago  Bears  convinced  Mayor  Daley  t 
use  public  funds  to  rehab  the  team's  Sol 
dier  Field. 
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GENEVE 


6850  S6  GG 


CINTREE  CURVEX  GRAND  GUICHET 

AUTOMATIC   MOVEMENT 

SECONDS  COUNTER  AT  6  O'CLOCK 

DATE   INDICATED   BY  TWO  APERTURES 

AT   12  O'CLOCK 


18  CARATS  WHITE  GOLD 


WINNER  OF  THE   BEST  MEN'S  WATCH 
GENEVA  2002  GRAND   PRIX  OF  WATCHMAKING 


we'stime 


extraordinary  watches  £«  jewelry 


10800  W.  Pico  Blvd.  •  Los  Angeles,  CA  90064 
www.westtmevvatches.com  •  (3101  470-1388  •  (SSSW-WEST1ME 


FORBES 


OO 


5t\/Ete 


Most  of  these  trendsetters  have  spun  rags  into  riches.  Hemlines  and  markets 
may  go  up  or  down,  but  for  these  titans  fashion  is  never  out  of  style. 


Philip  H.  Knight 

$5.8  billion 
Nike.  Beaverton,  Ore. 
65.  Married,  3  children 
Sultan  of  Swoosh  saw  domestic  shoe  sales 
slump  4%  this  year,  but  marketing  to  soc- 
cer fans  abroad  helped  raise  revenue  to 
record  $10.7  billion.  Hopes  to  regain  trac- 
tion at  home  with  $305  million  purchase 
of  retro-footware  maker  Converse.  Former 
U.  of  Oregon  runner  got  his  start  in  1964 
selling  shoes  out  of  his  car  at  track  meets. 
Owns  computer  animation  shop  Vinton 
tor  of  television  ads  (Califor- 
i  and  animated  shorts. 


n 


70.  ^u 

now 

Cos.  control 
metics  mai  k< 

230     f  o  K 


uder 


i  company  to 

ndein  1946; 

-■  Lauder 

nium  cos- 


ts like 


Clinique,  Bobbi  Brown.  Sales:  $5.1  billion. 
Still  adding  brands  to  considerable  portfo- 
lio: recently  bought  Darphin  and  signed  li- 
censing deal  with  Michael  Kors  Fragrances. 


Ralph  Lauren 

$2.3  billion 
Fashion.  New  York  City. 
64.  Married,  3  children 
Started  designing  ties  in  1967;  an  entire  fash- 
ion empire  followed.  Credited  for  marketing 
fashion  as  lifestyle  choice:  "My  clothes  are  al- 
ways visions  of  what  I  believe  in."  Big  believer 
in  brand  extension.  Today  Ralph  Lauren, 
Polo  lines  encompass  menswear,  women's 
wear,  kids'  clothes,  luggage,  fabrics,  home  fur- 
nishings, fragrances.  Sales:  $2  billion.  Eldest 
son,  Andrew,  an  aspiring  actor.  Daughter, 
Dylan,  runs  Manhattan  candy  store.  Youngest 
son,  David,  Polo  vice  president. 


Donald  Fisher 

$2.1  billion 

Gap.  San  Francisco. 
75.  Married,  3  children 


Doris  Fisher 

$2.1  billion 
Gap.  San  Francisco. 
72.  Married,  3  children 
Husband  and  wife  founded  Gap  clothin 
chain  1969,  took  it  public  1976.  Adde 
Banana  Republic  1983,  GapKids  198( 
BabyGap  1990,  Old  Navy  1994,  GapBod 
1998.  Under  new  chief,  Paul  Pressh 
(recruited  from  Disney),  Gap  stock  an 
profits  have  begun  to  climb  after  2  yea 
of  sluggish  sales. 


Richard  T.  Farmer 

$1.5  billion 

Cintas  Corp.  Cincinnati. 
68.  Married,  3  children 
Rags-to-riches  story  began  when  grandfath 
started  rag-cleaning  company  in  1929.  Youi 
Richard  joined  in  1957,  left  to  form  his  ov 
shop  in  1968.  Acquired  family  compari 
adopted  name  Cintas  in  1973,  fashioned 
into  nation's  largest  manufacturer  of  corp' 
rate  uniforms.  Tattered  economy  slow 
growth  this  year,  prompting  Farmer  to  for; 
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Restaurants,  retailers 

and  security  companies 

lean  on  RICHARD 

FARMER  to  keep  their 

staffs  looking  sharp. 
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his  bonus.  Still  managed  to  donate  $1.1  mil- 
lion to  2002  GOP  candidates  and  $5  million 
to  inner-city  schoolchildren  in  Cincinnati. 


James  Jannard 

$1.1  billion 

Oakley.  San  Juan  Islands,  Wash. 
54.  Divorced,  remarried;  7  children 
USC  dropout  got  start  making  motorcycle 
grips  in  1975;  later  goggles,  sunglasses. 
Shrewd  marketer  built  brand  recognition  by 
enticing  high-profile  athletes  to  sport  his 
trendy  Oakley  shades  for  free.  Diversified 
into  shoes,  watches,  apparel.  Self-proclaimed 
"mad  scientist"  obsessed  with  innovation: 
owns  more  than  600  patents.  Recently  de- 
signed assault  boot  and  eyewear  for  U.S.  Elite 
Special  Forces. 


Gary  Comer 

$1  billion 
Lands'  End.  Chicago. 
75.  Married,  2  children 
Nautical  enthusiast  turned  tiny  sailing 
hardware  catalog  into  worldwide  clothing 
retailer  Lands'  End.  Sailed  away  with  some 
$1  billion  in  cash  after  Sears  bought  com- 
pany in  2002.  Now  concentrates  on  philan- 
thropy: U.  of  Chicago  children's  hospital, 
education,  abrupt  climate  change  research 
at  universities.   Recently  accompanied 
climate-change    experts    on    airborne 
searches  for  ancient  boulder  tracks  in 
southwestern  Ontario. 


Timothy  Boyle 

$800  million 

imbia  Sportswear.  Portland,  Ore. 
'  children 

rant  grandfather  started 
npany  in  1938;  father  ran 
intil  death  6  years 
of  U.  of  Ore- 
ent  chair- 
-con- 
lean 
I    -    !     book; 

fish,  play 


yeai  'S 
push  in. 
Avid  biid    , 
golf,  ski. 


Jones  Apparel 

Chairman 
SIDNEY  KIMMEL 

contemplates 
business  without 

Ralph  Lauren. 


Paul  Fireman 

$780  million 
Reebok.  Newton,  Mass. 
59.  Married,  3  children 
Reebok  stock  in  middle  of  a  sprint,  return- 
ing sneaker  titan  to  list  after  five-year 
absence.  College  dropout  bought  un- 
known British  brand  in  1980.  Edged  out 
Nike  as  leading  U.S.  sneakermaker  in  1986, 
but  stumbled  early  1990s.  Ceded  control 
to  revolving  door  of  executives;  resumed 
day-to-day  duties  1999.  Stock  up  330% 
since.  Latest  twist  in  the  sneaker  wars: 
signing  endorsement  deals  with  rappers 
Jay-Z  and  50  Cent.  Side  venture  Willow- 
bend  develops  golf  courses  and  real  estate, 
including  planned  185-acre  golf  course 
and  1,000-unit  luxury  condominium 
complex  in  Jersey  City,  N.J.  Ardent  human 
rights  activist. 


Sidney  Kimmel 

$700  million 
Jones  Apparel. 

Palm  Beach,  Fla.;  Philadelphia;  NYC. 
74.  Married 

Cabdriver's  son,  college  dropout  foundec 
Jones  Apparel  Division  in  1970  while  work 
ing  at  W.R.  Grace.  Bought  company  with  ; 
partner  5  years  later.  Notable  lines:  Jone 
New  York,  Evan-Picone,  9  West;  licensinj 
deals  with  Ralph  Lauren.  Litigation  stil 
pending  on  $550  million  licensing  disput 
with  Ralph  Lauren  over  rights  to  manufac 
ture  lucrative  Polo  line.  Loss  might  put  wrin 
kle  on  sales:  Ralph  Lauren  lines  accounts 
for  1 5%  of  Jones'  $4.2  billion  revenue  las 
year.  Active  philanthropist  has  given  $45' 
million  since  1990.  Latest  mitzvah:  $25  mil 
lion  for  new  National  Museum  of  America) 
Jewish  History  in  hometown  Philly. 
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Americans  have  not  lost  their  love  for  shopping.  This  group  got 
rich  peddling  everything  from  circular  saws  to  compact  disc  players. 


John  R.  Menard  Jr. 

$3.5  billion 

Home  improvement  stores. 

Eau  Claire,  Wis. 
63.  Twice  divorced,  6  children 
Opened  first  hardware  store  in  1972 
after  building  barns  to  pay  way  through 
college.  Midwest-based  Menards  chain  is 
big  rival  of  Home  Depot,  Lowe's:  184 
stores,  $5.5  billion  sales.  Indy  and  Nascar 
sponsor  now  locked  in  tax  battle  with  IRS 
itory,  p.  48). 


Inher 

and  i 

Sam  • 

Man 

With   ' 

Louis  Blues. 

Crown  Center  Farms. 


Richard  Schulze 

$2.8  billion 

Best  Buy.  Edina,  Minn. 

62.  Widowed,  remarried;  4  children 

Founder  of  electronics  retailer  Best  Buy 

unloaded  unprofitable  Musicland  subsidiary 

(Sam  Goody  and  Suncoast)  in  June,  2  months 

before  lawsuit  alleging  deceptive  sales  practices 

at  Goody  and  other  outlets.  Schulze  started 

stereo  store  in  Minnesota  1966.  There  are  566 

Best  Buy  stores  today.  Stepped  down  as  CEO 

in  June  2002;  remains  chairman. 


Bernard  Marcus 

$2  billion 

Home  Depot.  Atlanta. 

74      •  arced,  remarried;  3  children 

ir  Blank 

on 

pot.  Atlanta. 
/,  remarried;  6  children 
ounded  hardware  juggernaut 
pot  in  1978  after  getting  axed 


from  now-defunct  Handy  Dan  chain 
Took  public  3  years  later.  Today  Homi 
Depot  has  1,600  stores,  $58  billion  il 
sales.  Partners  are  now  retired,  but  Mai] 
cus  is  still  the  largest  individual  shard 
holder,  financing  $200  million  aquariuir 
in  downtown  Atlanta.  Blank  focusing  ot 
another  kind  of  fan:  owner  of  pro  foot 
ball's  Atlanta  Falcons  added  21,000  sea 
son-ticket  holders  last  year,  sold  out  even 
home  game. 


Michael  Krasny 

$1.5  billion 
CDW  Corp. 

Vernon  Hills,  III. 
50.  Married,  1  child 
Former  car  salesman  made  first  sale  il 
1982  by  hawking  his  computer  with  a  $. 
ad  in  the  Cliicago  Tribune.  Soon  after,  h 
started  Computer  Discount  Warehouse 
Today  the  company  sells  $4  billion  il 
computer  equipment,  software  and  ser 
vices.  Krasny  stepped  down  as  chief  exec 
utivein  2001. 
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James  Moran 

$1.4  billion 

Toyota  distributor.  Deerfield  Beach,  Fla. 
85.  Widowed,  remarried;  3  children 
Pumped  gas  at  age  14,  got  hands  dirty 
running  stations,  fixing  cars.  Acquired  Toyota 
distributorship  in  1968;  added  financing,  leas- 
ing and  insurance  for  auto  dealers.  Today 
Southeast  Toyota  is  world's  largest  privately 
held  Toyota  distributorship.  Sales:  $7.6  billion. 
Family's  holding  company,  JM  Family  Enter- 
prises, now  guided  by  daughter  Patricia. 


William  Kellogg 

$1.3  billion 

Kohl's.  Oconomowoc,  Wis. 
60.  Married,  2  children 

John  Herma 

$770  million 
Kohl's.  Elm  Grove,  Wis. 
55.  Married,  2  children 


Jay  H.  Baker 

$610  million 
Kohl's.  Naples,  Fla. 
69.  Married,  2  children 
Triumvirate  took  over  Kohl's  department  store 
chain  following  their  1986  management  buy- 
out. Expanded  40-store  family  outfit  started 
in  1962;  it  is  now  a  494-branch  empire  in  34 
states.  Kellogg  rose  from  store  manager  to 
CEO;  Herma  served  as  COO;  Baker,  president. 
All  3  now  retired.  Kellogg  oversees  investment 
in  used-car  chain  CarMax;  Baker  recently  gave 
$10  million  to  alma  mater  Wharton  to  fund 
new  retailing  courses,  research. 


Leon  Levine 
&  family 

$1.2  billion 

Family  Dollar  stores.  Charlotte,  N.C. 
66.  Married,  3  children 
Penny-pinching  economy  means  boom- 
ing business  for  Levine's  Family  Dollar 


stores:  sales  at  the  deep-discount  chain  up 
14%  for  the  year.  Launched  first  Famih 
Dollar  in  1959  with  a  family  loan.  Noi 
5,028  stores  in  43  states.  Retired  as  chaift 
man  early  this  year;  son  Howard  run 
day-to-day  business. 


(^ 


David  Green 

$1.1  billion 

Hobby  Lobby.  Oklahoma  City. 

62.  Married,  3  children 

Opened  first  store  1972  in  Oklaho: 
City  to  sell  handmade  wooden  p: 
ture  frames.  Today  Hobby  Lobby:  309  c 
stores  in  27  states.  Estimated  sales:  $1.1  bi 
lion.  Low-tech  retailer  shuns  bar  codes,  bi| 
wholesale  suppliers;  prefers  buying  directb 
from  factories  in  Asia.  Devout  Christiai 
bought  Mel  Tillis  theater  in  Branson,  Mo. 
donated  it  to  local  church  group. 


Margaret  Hardy 
Magerko 

$900  million 

84  Lumber.  Eighty  Four,  Pa. 

37.  Married,  1  child 

Learned  the  lumberyard  business  fron 

his  father,  Joseph  Hardy  Sr.,  who  foundet 

84  Lumber  in  1956.  Took  the  reins  ii 

1993,  boosted  sales  by  selling  to  profes 

sional  contractors.  Also  runs  Nemacoli] 

Woodlands,  a  lavish  resort  in  Pennsylva 

nia  Laurel  Highlands  and  host  to  th 

PGA  tour. 


David  Gold  &  family 

$860  million 

99  Cents  Only  Stores.  Los  Angeles. 
71.  Married,  3  children 
Revived  five-and-dime  retail  concept 
99  Cents  Only  stores;  made  fortune 
a  mix  of  crafty  promotions,  memorabl 
bargains,  low  overhead.  Estimated  sale: 
$870  million.  Company's  highest-gross 
ing  store  in  Beverly  Hills,  with  $10  mil 
lion  in  sales  annually:  "Rich  people  lov 
bargains.  That's  how  they  got  rich."  Saw 
marketer  sponsoring  99-year-old  candi 
date's  campaign  in  California's  guberna 
torial  election. 


AT&T  Wireless  works. 


average 
20-40  Kbps 


Sprint  works  nearly  twice  as  fast, 


average 
50-70  Kbps 


Your  business  can  get  more  done,  faster,  in  more  places 
nationwide  with  the  Sprint  advanced  wireless  network. 

Compared  with  the  AT&T  Wireless  Next  Generation  network, 
Sprint  gives  you: 

•  Laptop  connections  nearly  twice  as  fast 

•  30%  larger  coverage  area 
•35  million  more  people  covered 


All  of  this  and,  of  course,  clear  calls  on  the 
most  complete,  all-digital  wireless  network  in 
the  nation  to  make  your  business  more  effective. 

Get  the  facts  at  www.sprintpcs.com  or  call  877-459-8144 
for  a  PCS  Business  Representative. 


PCS  Connection  Card."" 
Insert  it  in  a  laptop. 
Get  a  wireless 
connection. 


Sprint 


One  Sprint.  Many  Solutions/" 


Voice/Data         PCS  Wireless         Internet  Services         E-Business  Solutions         Managed  Services 


claims  based  on  published  averages  from  each  carrier  and  other  information.  Realized  speeds  will  vary  based  on  devices,  tasks  and  other  factors.  Coverage  claims  based  on  the 
cetfSprint  Nationwide  PCS  Network  (reaching  240  million  people)  and  the  AT&T  Wireless  National  Next  Generation  (GPRS)  network  and  coverage  included  with  available 
s  plans  excluding  roaming  areas.  Copyright  ©2003  Sprint  Spectrum  LP.  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP 
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The  following  folks  fill  your  shopping  cart,  satisfy  your  sweet 

tooth  and  put  the  pop  in  soda.  With  Americans  piling  on  the 

pounds,  these  people  are  swimming  in  gravy. 


Forrest  Mars  Jr. 

$10.4  billion 
Candy.  McLean,  Va. 
72.  Married,  4  children 

John  Mars 

$10.4  billion 
Candy.  Arlington,  Va. 
67.  Married,  2  children 

Jacqueline  Mars 

$10.4  billion 
Candy.  Bedrninster,  N.J. 

■■need,  3  children 

idren  of  Frank  and  Ethel  Mars, 

-  ho  struck  profitable  sweet 

■■  in  1923.  Mars  Inc. 

■  confectioners: 


tics. 

nents   foi 

food 
died 
and  Peter  Che 


iwix.Skit- 

Sheba,  Pedi- 

ic  compo- 

Siblings 

ales) 


William  Wrigley 

$3.3  billion 

Chewing  gum.  Lake  Forest,  III. 
39.  Married,  3  children 
Fourth-generation  gummaker  kept  30%  of 
William  Wrigley  Jr.  Co.  after  settling  family 
trust  dispute.  Now  making  presence  felt: 
created  new  position  of  chief  innovation  of- 
ficer; introduced  spicier  ad  campaigns  for 
new  brands  like  Orbit.  Diversifying  into 
breath  strips,  mints.  Failed  $12.5  billion  bid 
to  acquire  Hershey  Foods  last  fall,  but  still 
on  the  prowl  for  acquisitions. 


John  Richard  Simplot 
&  family 

$2.4  billion 

Potatoes,  microchips.  Boise,  Idaho. 

94.  Divorced,  remarried;  4  children 

(1  deceased) 

Fighth-grade  dropout  made  first  billion  in 

potatoes.  Got  start  as  a  spuds  sorter;  saved 

to  buy  hogs,  more  potatoes.  Supplied  GIs 

with  dehydrated  potatoes  during  WWII. 

Patented  frozen  trench  fries  in  the  1950s; 


became  a  major  supplier  to  McDonald's 
Burger  King.  Early  investor  in  Microi 
Technologies,  still  owns  stake  worth  $70( 
million. 


Edgar  Bronfman  Sr. 

$2.4  billion 
Liquor.  New  York  City. 
74.  Thrice  divorced,  remarried;  7  children 
Show  business  causing  a  worse  hangove 
than  whiskey  ever  could.  Son  Edgar  Jr.  trie 
to  buy  back  the  entertainment  assets  sold  t 
Vivendi,  finished  2nd  to  NBC.  Silver  medi 
no  consolation  for  the  billions  lost  since  sali 
Father  Samuel  made  fortune  selling  Sea 
gram's  Canadian  whiskey  in  the  U.S.  durin 
Prohibition.  Edgar  took  over  spirits  busine 
1971,  diversified:  big  DuPont  stake  198 
bought  Tropicana  1988.  Handed  reins  to  so 
Edgar  Jr.,  who  quickly  went  Hollywood.  Ur 
loaded  DuPont  stake  for  shares  of  Tirr 
Warner;  sold  juice  business  to  finance  pu 
chase  of  MCA/Universal.  Sour  mix:  with  be 
office  sales  flat  and  music  business  in  disa 
ray,  sold  everything  to  Vivendi  for  $34  bi 
lion  in  2000. 
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Charles  Butt 

$2.3  billion 

Supermarkets.  San  Antonio,  Tex. 
65.  Single 

Third-generation  grocer  took  over  family's 
H.E.  Butt  supermarket  chain  in  1971;  now 
more  than  300  stores,  $10  billion  in  sales.  Cater- 
ing to  yuppie  tastes  with  upscale  Central  Mar- 
ket stores:  eschews  brands  like  Kraft  and  Coca- 
Cola  in  favor  of  gourmet  foods,  wine  and 
cheese,  in-store  cafes.  Former  bag  boy  (and 
Wharton  grad)  donates  5%  of  pretax  profit  to 
charities,  mucli  of  it  for  public  education. 


Robert  ^ich  Sr. 

$1.9  biLlioi 


Food  servici 
Palm  Heath.  Fla 
90.  Wide 
Former  n 
bean  base< 


gold  with  nondairy  coffee  creamer  in  1960. 
Expanded  into  frozen  foods,  food  service. 
Son  Robert  Rich  Jr.  runs  the  $1.8  billion 
(sales)  company  day  to  day,  cutting  costs  and 
finding  overseas  markets.  Family  operates 
three  minor  league  baseball  teams,  includ- 
ing triple-A's  top  draw,  the  Buffalo  Bisons. 
Generous  contributor  to  GOR  friend  to  both 
Bush  presidents. 


S.  Daniel  Abraham 

$1.8  billion 

Slim-Fast.  Palm  Beach,  Fla. 
79.  Married,  5  children 
Former  World  War  II  infantryman  made  a 
mint  by  helping  the  populace  melt  away 
pounds.  Self-professed  health  enthusiast  in- 
troduced Slim-Fast  nutrition  drinks  late 
1970s;  sold  to  Unilever  in  2000  for  $2.3  bil- 
lion. Funds  Mayo  Clinic,  Democrats  and  his 
lenter  for  Middle  Fast  Peace  and  Eco- 
nomy ation.  "It  is  a  real  passion  for 


me,  bringing  peace  to  both  sides  of  I 
Israeli-Palestinian  conflict." 


Joan  Kroc 

$1.7  billion 

Inheritance.  Rancho  Sante,  Calif. 

75.  Widowed,  1  child 

Third  wife  of  McDonald's  founder  Ray  Kr|j 

(d.  1984).  Met  Ray,  former  milkshall 

machine  salesman,  in  St.  Paul,  Minn.  195* 

married  13  years  later.  Inherited  sizable  stak 

in  burger  behemoth;  active  in  philanthrop 

ever  since:  over  $250  million  donated  to  vai 

ious  causes,  including  Ronald  McDonal 

charities  and  the  Salvation  Army. 


Clayton  Lee  Mathile 

$1.7  billion 

Pet  food.  Dayton,  Ohio. 

62.  Married,  5  children 

Ex-Campbell  Soup  accountant  joined  p« 

mium  pet  food  maker  Paul  lams  in  1971 

bought  out  partner  in  1982.  Targeted  higl 

end  breeders,  veterinarians.  Sold  lams  I 

Procter  &  Gamble  for  $2.3  billion  in  19* 

Mathile  Family  Foundation  supports  Ohi 

causes,  entrepreneurs  in  developing  nation 


Christopher  Goldsbury 

$1.2  billion 

Salsa.  San  Antonio. 
60.  Divorced,  1  child 
Political  science  major  married  Linda  Mai 
Pace,  daughter  of  Pace  salsa  founder  Dav 
Pace.  Started  on  Pace  production  line  cuttii 
up  vegetables,  found  niche  in  sales  departma 
Became  president  1977.  With  wife,  boug 
company  from  other  family  members.  Wb 
wife  sued  for  divorce  in  1991,  bought  her  h 
for  $95  million.  Sold  the  whole  enchilada  . 
years  later  to  Campbell  Soup  for  $1.1  billioi  II 


John  Edward  Anderso  if 

$1  billion 

Beverage  distribution,  real  estate. 

Bel  Air,  Calif. 

86.  Married,  4  children 

Octogenarian  investor  finding  new  passi 

for  real  estate:  purchased  1  million  squ; 
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RGEON  GENERAL  WARNING:  Cigar 
loki/ig  Can  Cause  Cancers  Of  The  Mouth 
d  Throat,  Even  If  You  Do  Not  Inhale. 


merica's  Game 
merica's  Cigar. 

neless  rhythms  of  the  game  of  baseball  never  change, 
•r  do  the  uncompromising  steps  that  make 
Macanudo  the  last  word  in  smooth,  mellow  taste. 
lat's  how  Macanudo  inspires  the  passion  that 
;  it  America's  best-selling  premium  cigar. 


MACANUDO 

An  American  Passion. 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  VINTAGE 
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feet  of  LA- area  commercial  space  in  the  past 
year.  Also  owns  luxury  car  dealerships,  beer 
distributor  Ace  Beverage. 


Marvin  Herb 

$970  million 
Soft  drink  bottling.  Chicago. 
66.  Married,  2  children 
Bronx  native  moved  to  the  Midwest  for  job 
at  PepsiCo.  Bought  Coca-Cola  bottling 
plants  in  Indianapolis,  Chicago;  grew  into 
nation's  3rd-largest  Coke  bottler  before  sell- 
ing out  to  Coca-Cola  Enterprises  for  $1.4  bil- 
lion in  2001.  Now  investing  in  Chicago-area 
commercial  real  estate. 


Joyce  Raley  Teel 

$900  million 

Supermarkets.  Sacramento,  Calif. 

72.  Married,  5  children 

Father,  former  Safeway  employee,  opened 

first  Rales  grocery  store  in  1935.  Introduced 

prepackaged  meat,  in-store  pharmacies. 

Joyce  entered  business  1985,  expanded  chain 

to  134  stores  in  California,  New  Mexico, 


Plucky  DONALD  TYSON  has  crossed 
the  road  into  retirement. 


Nevada.  Family  ceded  day-to-day  control; 
still  cochairs  company  board.  Denies  rumors 
the  family  is  looking  to  sell. 


Harold  Honickman 

$850  million 

Soft  drink  bottling.  Philadelphia. 
70.  Married,  2  children 
Landed  first  bottling  plant  and  Pepsi  distri- 
bution rights  in  1957.  Added  Canada  Dry, 
Snapple.  Family  continues  to  run  beer  dis- 
tribution businesses  in  New  York,  Philadel- 
phia, New  Jersey.  Construction  under  way 
on  the  Honickman  Learning  Center  and 
Comcast  Technology  Labs  in  Philadelphia, 
school  for  underprivileged  children  and  their 
families.  "Wealth  is  a  great  thing  to  have  and 
a  great  thing  to  share." 


John  Lupton 

$775  million 
Soft  drink  bottling. 

Lookout  Mountain,  Tenn. 
77.  Married,  4  children 
Grandfather  John  T.  Lupton  landed  Coca- 
Cola  distribution  rights  1899.  John  joined 
business  as  bottle  washer  1954.  Sold  Great 
Western  Coca-Cola  Bottling  Co.  to  Coke  for 
$1.4  billion  in  1986.  Education  supporter 
donated  $25  million  to  the  University  of 
Tennessee. 


William  Turner 

$720  million 
Coca-Cola.  Columbus,  Ga. 
80.  Married,  6  children 


Sarah  T.  Butler 

$720  million 
Coca-Cola.  Columbus,  Ga. 
83.  Married,  3  children 

Elizabeth  T.  Corn 

$720  million 

-Cola.  Columbus,  Ga. 
irried,  5  children 
'gs  inherited  big  stake  in  Coke  from 
1  fat  her  VV.C.  Bradley,  who  founded 
mous  company.  Interests  now  run  by 
Deration:  Synovus  Financial,  Char-Broil 


BY  THE   NUMBERS 


At  least  266  members  of 
The  Forbes  400  received  a  college  degree 
Their  average  net  worth: 

$2.4  Billion 


gas  grills.  Bradley-Turner  Foundation  sup 
ports  local  charities,  education  causes. 


Nan  Tucker  McEvoy 

$640  million 
Publishing.  San  Francisco. 
84.  Divorced,  1  son 

Modest  heiress  to  San  Francisco  Chronicle  em 
pire  started  by  grandfather,  Michael  H.  d 
Young,  forged  independent  path.  Called  onl 
liberal  in  family:  Peace  Corps  deputy  directo 
New  York  Herald  Tribune  reporter,  abortio 
clinic  founder.  Later  popular  Chronicle  chai| 
Early  1990s:  reportedly  booted  family  meir 
bers  who  bungled  paper  finances,  brought  i 
outside  help.  Family  revenge:  forced  her  froi 
Chronicle  board  1995;  company  sold  again 
her  wishes  in  1999  for  estimated  $1.5  billioi 
Now  concentrating  on  thriving  organic  olh 
oil  business  started  north  of  San  Francisco. 


Donald  Tyson 

$630  million 
Chicken.  Springdale,  Ark. 
73.  Married,  3  children 
College  dropout  joined  father's  Tyson  Fe< 
&  Hatchery  in  1952,  took  company  publ 
in  1963.  Became  world's  largest  red  meat  ai 
poultry  provider  after  $3.2  billion  acquis 
tion  of  meatpacker  IBP  in  2001.  Busine 
now  firmly  in  hands  of  3rd  generation. 
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MONEY      MANAGEMENT     IS     WHAT     WE      DO. 


In  other  words,  you  work  on  creating  memories, 
we'll  work  on  making  sure  your  money  doesn't  become  one  of  them. 

II  the  luxuries  money  affords  you,  perhaps  the  greatest  is  the  luxury  to  do  whatever  it  is  you  really 
t  to  do.  That's  where  Neuberger  Berman  can  help.  We  provide  a  wide  range  of  wealth  management 
ices  designed  to  protect  and  enhance  your  hard-earned  money.  We  also  know  the  more  complex 
■  financial  affairs,  the  more  critical  it  is  for  your  advisors  to  work  with  a  common  vision.  That's  why 
Jffer  you  the  option  of  a  Personal  Financial  Advocate  -  your  "personal  CFO"  -  to  provide  leadership 
/erything  from  tax  planning  to  business  management  to  investment  advisory  services.  To  learn  more,  call 
t  877.232.4859  or  visit  nb.com.  After  all,  there  are  so  many  memories  out  there  just  waiting  to  happen. 


NEUBERGER    BERMAN 


MONEY     MANAGEMENT     IS     WHAT     WE      DO 


ge(  Berman,  LLC.  Member  NYSE/NASD/SIPC.  Over  $63  Billion  in  assets  under  management  (6/30/03).  Minimum  investment  $500,000.  For  more  information,  including  a  list  of  our  offices 
ide,  visit  nb.com.  ©2003.  All  rights  reserved.  8/03. 
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Beanie  Babies,  greeting  cards,  bug  spray.  You  don't  have  to  buy  them,  but 

somebody  has  to  make  them.  These  people  made  a  fortune  whether  or  not 

they  worked  on  the  factory  line  themselves. 


Samuel  C.  Johnson 

$7.4  billion 

S.C.  Johnson  &  Son.  Racine,  Wis. 
75.  Married,  4  children 
Johnson  floor  wax  scion  handed  reins  of 
family's  $6  billion  (sales)  company  to  5th 
generation  in  2000:  son  H.  Fisk  Johnson 
current  chairman;  daughter  Helen  John- 
son-Leipold  runs  Johnson  Outdoors.  Com- 
pany founded  in  1886;  blossomed  under 
Sam,  who  introduced  household  cleaning 
staples  (Glade,  Pledge),  bug  repellents 
(Off,  Raid). 


H.  Ty  Warner 

$6  billion 

Beanie  Babies.  Chicago. 

59.  Single 

Budding  real  estatt        i  ,ne  built  on  the  back 

of  Beanie  Babies.  Plu  •  Four 

Seasons  hotels;  this  yei 

complex,  Sandpiper  ^  1 1  Santa 

Barbara,  Calif.  Proceeds  i  tonnie" 

bear  go  to  upgrade  living 

members  serving  aboard  i\. 

craft  carrier,  the  U.S.S.  Ronal, 


Jon  Huntsman 

$2.5  billion 

Chemicals.  Salt  Lake  City,  Utah. 
66.  Married;  9  children 
World's  largest  private  chemical  company  back 
from  brink.  Gave  up  49%  of  firm  when  nego- 
tiated debt  with  creditors,  bought  out  minority 
partners,  turned  around.  Cancer  survivor  gave 
$225  million  to  Huntsman  Cancer  Institute. 


Donald  Hall 

$1.9  billion 

Hallmark.  Mission  Hills,  Kans. 
75.  Married,  3  children 


Barbara  Marshall 

$960  million 
Hallmark.  Kansas  City,  Mo. 
79.  Widowed,  3  children 


Elizabeth  Hall  Reid 

$960  million 

Hallmark.  Denton,  Tex. 

81.  Divorced,  5  children 

Three  children  of  Joyce  Hall  (d.1982),  who 

started  selling  greeting  cards  out  of  Kansas 
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City  YMCAs  at  age  15.  Donald  took  ove 
in  1966;  expanded  into  crayons  (Crayola], 
television  production  (Hallmark  Enter 
tainment),  real  estate.  Hallmark  now  ac 
counts  for  more  than  half  of  all  greetin 
cards  sold  in  the  U.S.  Weak  labor  marke 
means  more  condolence  cards:  sales  up  69 
last  year. 


Steven  Rales 

$1.7  billion 

DanaherCorp.  Washington,  D.C. 

51.  Divorced,  3  children 


Mitchell  Rales 

$1.6  billion 

DanaherCorp.  Washington,  D.C. 
46.  Divorced,  remarried;  2  children 
The  brothers  left  their  father's  real  estal 
business  in  1979  to  strike  out  on  the 
own.  They  combined  a  defunct  real  esta' 
investment  trust  with  2  manufacture 
outfits  to  create  Danaher,  named  for  tl 
Montana  tributary  where  the  brothei 
used  to  catch  trout.  Acquired  and  r< 
vamped  more  than  3  dozen  companies  i 
25  years. 
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William  Morean 

$1.2  billion 

Jabil  Circuit.  St.Petersburg,  Fla. 
48.  Divorced,  remarried;  4  children 
Father  started  computer  parts  company 
from  Detroit  garage  in  1966.  William  bought 
51%  stake  in  one-client  company  for 
$100,000  in  1977;  took  public  in  1993.  Jabil's 
clients  now  include  Dell,  Cisco,  HP. 

Charles  Gates  Jr. 

$1.2  billion 
Gates  Corp.  Denver. 
82.  Widowed,  2  children 
Father  Charles  Gates  Sr.  bought  Colorado 
Tire  &  Leather  for  $3,500  in  1911,  became 
world's  largest  nontire  rubber  manufacturer. 
Junior  took  over  in  1961.  Sold  to  London- 
based  Tomkins  in  1996  for  $1.1  billion. 


Roger  Milliken 

$1  billion 

Textiles.  Spartanburg,  S.C. 
87.  Widowed,  5  children 
Grandfather  built  Milliken  &  Co.  by  buy- 
ing financially  strapped  companies.  Roger 
expanded  into  specialty  fabrics,  chemicals. 
Outspoken  conservative.  Forbids  children 
from  taking  a  management  role  at  the 
company,  but  plans  to  keep  ownership  in 
family  hands. 


Min  H.  Kao 

$970  million 
Navigation  equipment 

Mission  Hills,  Kans. 
45.  Married,  2  children 


Gary  BurrelS 

$810  million 

Navigation  equipment.  Stihvell,  Kans. 

66.  Married,  3  children 

©Partners  control  global  positioning 
systems  manufacture 
while  working  as  engineers  at  AlliedSignal; 
struck  out  on  own  in  1989.  First  customers: 
U.S.  Army  during  first  Gulf  war.  Sto. 
100%  since  2000  IPO.  Burrell  cochairmi  i 
with  Kao,  who  still  serves  is  chief  executive. 
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Beanie  Babies  provide  the  support  for  TY  WARNER'S  real  estate  pursuits. 


John  Orin  Edson 

$960  million 

Leisure  craft.  Seattle. 
71.  Divorced,  remarried;  2  children 
Yachting  enthusiast  launched  Bayliner  Ma- 
rine 1955  as  a  boatmaker  for  the  everyman. 
Streamlined  production  process;  lowered 
costs  by  offering  just  3  colors.  Sold  for  $425 
million  to  Brunswick  in  1986. 


Lynne  Pasculano 

$910  million 
Auto  parts,  candy. 

New  York  City;  Greenwich,  Conn. 
62.  Married,  2  children 
Daughter  of  Harry  Lebensfeld  (d.  1994), 
who  founded  office-furniture  manufac- 
turer UIS;  diversified  into  oil  filters,  candy, 
custom  windows.  Secretive  heiress  sold 
auto  parts  division  for  $800  million  in  May. 
Still  controls  New  England  Confectionary: 
Necco  Wafers,  Clark  Bars. 


Edward  G.  Watkins  III 

$900  Million 

Security  systems.  Concord,  Mass. 
67.  Divorced,  remarried;  2  children 
Reclusive  grandson  of  E.G.  Watkins,  in- 
ventor of  the  punch  time  clock  and 
inunder  of  Simplex  Time  Recorder  in  1897. 


Edward  took  over  in  1967,  introduced  s 
curity  systems.  Sold  to  Tyco  in  2001  f 
$1.2  billion  in  cash.  Planning  for  the  f 
ture:  built  elaborate  burial  plot  overlookL- 
Crystal  Lake  in  Gardner,  Mass.  Big  giver  i 
local  causes. 


John  H.  Krehbiel  Jr. 

$900  million 

Molex,  Lake  Forest,  III. 
65.  Married,  3  children 


Frederick  A.  Krehbiel 

$670  million 
Molex.  Lake  Forest,  III. 
61.  Married,  2  children 
Grandfather  built  Molex  on  namesake  pi 
tic  originally  used  in  flowerpots,  clock  ca 
and  salt  dispensers.  Father  John  Sr.  turn 
company  into  the  2nd-largest  manufactu 
of  electronic  and  fiber-optic  connecto 
Longtime  employee  Joseph  King  now  ri 
company;  brothers  cochair  board. 


Amar  Bose 

$800  million 

Bose.  Framingham,  Mass. 

74.  Married,  2  children 

MIT  grad  with  Ph.D.  in  electrical  en 

neering  started  Bose  Corp.  in  1964.  F: 

contract  with  U.S.  military,  but  brand 


LONGEVITY 


[ANOTHER   REASON   PSEG   HAS   WALL    STREET'S   ATTENTION] 


In  unsettled  times  like  these,  it's  good  to  know  that  some  companies  have 


weathered  similar  economic  change  over  the  years.  In  our  case,  an  entire 


century.  At  PSEG,  we're  celebrating  our  100th  anniversary.  How  have 


we  managed  to  succeed?  Simple.  By  developing  sound  business  strategies 


designed  to  manage  risk  and  capitalize  on  change,  enabling  us  to 


navigate  the  tough  times  while  meeting  the  needs  of  our  customers  and 


investors.  Fact  is,  we've  never  missed  a  single  annual  dividend 


since  the  first  was  declared  in  1907.  To  some,  dividends  are  old-fashioned. 


To  us,  they're  a  track  record  of  performance. 


PSEG 

We  make  things  work  for  you. 


www.pseg.com 


Option  Traders 
Deserve... 

More 


"Favorite 
Options 
Site"* 


Xspreads™  (Exclusive) 

A  new  way  to  trade  spreads 
online — in  real  time 

Custom  Trade  Screens 

Spreads,  straddles,  collars, 
butterflies  or  covered  calls! 

Advanced  Orders 

Trailing  Stop,  contingent, 
OCO,  or  new  "1  Triggers  2" 

Award  Winning  Tools 

Options  pricing,  strategies, 
charting  and  more! 

No  Hidden  Fees 


****  1/2 

"#1  Online 
Broker,l+ 


IIP 


optionsXpress 


Memb.'  NASD  -  SIPC 


Online  Options  &  Stock  Brokers 

www.optionsxpress.com 

1-888-280-8020 

Options  involve  risk  and  arc  not  suitable  fa 
request  options  risk  disclosure  materials  from  OptJo 
•  'Best  ot  the  Web"  "Favorite  Site"  review  based  on 
of  18  options  web  sites  in  5  key  areas  of  ease  Of 
offerings,  research  amenities,  access  and  costs.  FORBti   'nd  other 
names  of  FORBES  products  referenced  herein  are  trade  n 
registered  trademarks  of  FORBES  Managi-pent  Co.,  Inc.  S  2003. 
fWinner"  "4  1/2  star  I  ranking  Of  21 

brokers  in  six  "key"  areas  ot  trade  execution,  ess?  of  use,  range  of 
offerings,  lesearch  amenities,  reports  and  cus  ■  i  access,  and 
costs.  BARRON  S  is  a  registered  trademark  cl  w  Jones  & 
Company  ©  2003.  "»1  Online  Broker  ,  Barro..  s  -  i,  p.  T6.  © 
2003  optlonsXpress.  Inc.  Member  NASD.  SIPC.  I 


FORBES    400      Assembly  Linesmen 


tablished  by  innovative  reflecting  audio 
speaker.  Today  one  of  the  world's  largest 
speaker  manufacturers.  Sales:  $1.6  billion. 
New  products  like  home  theater  systems, 
noise-canceling  headphones  provide  the 
growth. 


Leandro  P.  Rizzuto 

$770  million 

Manufacturing.  Sheridan,  Wyo. 
65.  Divorced,  4  children 
Hair-dryer  titan  sentenced  to  3  years  in 
prison  after  pleading  guilty  in  Sept.  2002 
to  tax  evasion,  accepting  kickbacks  from 
suppliers.  Started  hair  care  Conair  in  1959 
with  parents.  Major  innovation:  salon  hair 
dryer.  IPO  1972.  Took  private  1995,  ex- 
panded into  food  processors  (Cuisinart), 
phones. 


Norman  Hascoe 

$760  million 

Investments.  Greenwich,  Conn. 
74.  Married,  3  children 
Inventor,  engineer  and  inveterate  basement 
tinkerer  started  SemiAlloys  semiconduc- 
tor materials  business  in  1957  with  $8,000. 
Sold  to  AlliedSignal  in  1983.  Funds  physics 
lecture  series  at  University  of  Connecticut. 
Son  Andrew  watches  over  family's  real  es- 
tate portfolio,  son  Lloyd  watches  every- 
thing else. 


members  of  The  Forbes  400  live  in 
New  York. 


Richard  Wendt 

$700  million 

Building  supplies.  Klamath  Falls,  Ore. 

72.  Married,  3  children 

Secretive  chairman  of  Jeld- Wen,  Oregor. 

based  conglomerate  best  known  for  manv 

facturing  doors  and  windows.  Reputatio 

for  keeping  close  eye  on  costs:  uses  evei 

scrap  of  wood  in  his  mills,  tough  o 

unions.  Last  year  sold  time-share  divisio 

of  Trendwest  Resorts  to  Cendant  for  $7! 

million. 


Richard  Manoogian 

$660  million 

Masco.  Grosse  Pointe  Farms,  Mich. 
67.  Married,  3  children 
Son  of  Armenian  immigrant  Alex  (d.  199 
who  started  Detroit  auto  parts  business 
1929,  later  struck  it  big  with  Delta  Fauce 
Richard  joined  1958,  diversified  into  funs 
ture,  paint.  Major  art  collector  favors  19t 
century  American  masters. 


Mark  C.  Smith 

$610  million 

Telephone  equipment.  Huntsville,  Ala. 
63.  Married 

©Former  NASA  scientist  worked  on  t 
Saturn  V  rocket.  Quit  in  1961 
launch  modem  business;  sold  to  Moton 
in  1 98 1 .  Used  proceeds  to  start  Adtran,  ma 
ufacturer  of  modems,  DSL  multiplexers  I 
AT8cT,  Sprint,  Verizon.  Despite  telecom  m< 
down,  profits  up  140%  in  past  year. 


Richard  Haworth 

$600  million 

Office  furniture.  Holland,  Mich. 
61.  Married,  3  children 
High  unemployment  rates  means  fev 
cubicles  to  outfit.  Sales  at  world's  3i 
largest  office-furniture  maker  down  2'. 
last  year.  Shop-teacher  father  Gem 
founded  Haworth  in  1948,  introduced 
ternally  wired  mobile  office  walls  in  19 
Richard  took  over  same  year,  but  comp; 
now  run  by  former  Dow  Corning  e: 
Robert  Krasa. 
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ACHIEVING  YOUR  GOALS. 


At  Lincoln  Financial  Group,  we  provide  a  broad  range  of  financial 
solutions  to  help  you  accumulate  assets,  protect  them  over  time,  then 
retire  comfortably  so  that  you  can  enjoy  the  work  of  a  lifetime.  See  your 
financial  advisor  or  call  1-877-ASK  LINCOLN.  www.LFG.com 


H  Lincoln 


Financial  Group® 

Clear  solutions  in  a  complex  world9 


Q0Q3  The  Lincoln  National  Corp  Securities  offered  through  Lincoln  Financial  Advisors,  a  broker-dealer  (Member  SIPC).  Insurance  offered  through  Lincoln  affiliates  and  other 
fine  companies.  Lincoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  its  affiliates.  1300  South  Clinton  Street,  Fort  Wayne,  IN  46802.  CRN0308-4984 
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Oil  and  gas  is  the  bedrock  for  these  fortunes.  But  most  of  these 
wildcatters  have  diversified  their  portfolios  beyond  the  oil  patch. 


Philip  Anschutz 

$5  billion 

Qwest  Communications.  Denver. 
63.  Married,  3  children 
Former  oilman  parlayed  railroad  land  into 
Qwest  Communications;  telecom  highflier 
until  sunk  by  fiber  meltdown,  accounting 
scandal.  Has  major  holdings  in  movie  the- 
aters (Regal  Entertainment),  oil  (Pacific  En- 
ergy Partners),  railroads  (Union  Pacific). 
Stakes  in  pro  basketball's  Lakers,  hockey's 
Kings.  Recently  agreed  to  make  $4.4  million 
in  charitable  donations  to  settle  charges  of 
receiving  IPO  stock  in  exchange  for  business. 


Marvin  Davis 

$4.7  billion 

Investments.  Beverly  Hills,  Calif. 
78.  Married,  5  children 
Dealmaker  best  known  for  buying  and  sell- 
ing Twentieth  Century  I 
1  hlls  Hotel.  Offered  $20 
Hollywood  assets  recent.  ■  ed  out 

when  Vivendi  took  Universal 
off  the  tabic.  1  las  reputation  as  .i 
Most  of  wealth  derived  from  o 


Charles  Koch 

$4  billion 

Koch  Industries.  Wichita,  Kans. 

67.  Married,  2  children 


David  Koch 

$4  billion 

Koch  Industries.  New  York  City. 
63.  Married,  2  children 
Two  sons  of  Koch  Industries  founder  Fred 
Koch  (d.  1967).  Split  from  brothers 
William  and  Fred  (see),  expanded  refining 
and  ranching  business  into  chemicals, 
pipelines,  asphalt,  financing  and  nylon. 
Currently  negotiating  to  buy  DuPont's  Tex- 
tiles &  Interiors  business  for  estimated  $5 
billion. 


George  Kaiser 

$3  billion 

Oil  &  gas,  banking,  real  estate.  Tulsa,  Okla. 
61.  Widower,  3  children 
Took  over  family's  Kaiser-Francis  Oil  in  1969. 
Oil  and  gas  exploration  remain  driving  force 
behind  business  empire,  but  other  fortunes 
iking,  real  estate,  venture  capital. 


Robert  Muse  Bass 

$2.6  billion 

Oil,  investments.  Fort  Worth,  Tex. 
55.  Married,  2  children 
Third  son  of  Texas  oilman  Perry  Bass  (se 
Broke  out  on  his  own  in  1983  when  fath 
handed  business  to  eldest  brother,  Sid.  il 
vestments  include  drill-rig  supplier  Lone  S 
Technologies,  railroader  Florida  East  Co;  J 


David  Rockefeller  Sr. 

$2.5  billion 

Standard  Oil.  New  York  City. 

88.  Widower,  6  children 


Laurance  Rockefeller 

$1.5  billion 

Standard  Oil.  New  York  City. 

93.  Widower,  4  children 


Winfhrop  Rockefeller 

$1.2  billion 

Standard  Oil.  Morrilton,  Ark. 

55.  Divorced,  remarried;  8  children 

Heirs  of  John  D.  Rockefeller,  grain  merer 

who  transformed  $4,000  investment  i 
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Standard  Oil.  Dominated  the  oil  market, 
until  broken  up  in  191 1  landmark  antitrust 
case.  Son  John  Jr.  moved  money  into  real  es- 
tate, built  Rockefeller  Center.  David  and  Lau- 
rance  big  investors  of  their  generation.  Lau- 
rance  into  conservation.  Winthrop  continues 
familial  tradition  of  political  involvement 
(father  was  former  Arkansas  governor 
Winthrop  Rockefeller);  currendy  serving  sec- 
ond term  as  lieutenant  governor  of  Arkansas. 


Robert  Rowling 

$2.5  billion 

Oil  &  gas,  hotels,  investments.  Dallas. 
50.  Married,  2  sons 

Corporate  lawyer  joined  dad's  Tana  Oil  & 
Gas  in  1972;  sold  production  units  to  Texaco 
in  1989,  exploration  division  to  Unocal. 
Bought  luxury  hospitality  chain  Omni  Ho- 
tels 1996;  now  40  hotels  throughout  North 
America.  Continues  investing  in  oil  and  gas, 
mosdy  exploration  in  the  Gulf  of  Mexico. 


Ray  Lee  Hunt 

$2.3  billion 

Inheritance,  oil,  real  estate.  Dallas. 
60.  Married,  5  children 
Eldest  son  of  the  2nd  family  of  Texas  wild- 
catter H.L.  Hunt  (d.  1974)  inherited  most  of 
father's  Hunt  Oil  Co.  with  3  sisters.  Ex- 
panded the  family  business  while  half-sib- 
lings, led  by  Bunker  Hunt,  went  bust  specu- 
lating on  silver.  Holds  big  stakes  in  Canadian 
natural  gas  fields;  also  exploring  in  Peru, 
d  Oman. 


George  Phydias 
Mitch®!! 

Mitt 

84.  Marru 

Wildcattei 

field-    5 
ment  in  194d  5 

t  J.5  billion.  I 
now  looking  to  s. 
drilling  in  Alaska  wil 
I 

mis,.  I      lopmenl  an 

growth. 
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Richard  Kinder 

$1.4  billion 
Kinder  Morgan.  Houston. 
59.  Married,  1  child 
Former  Enron  president  left  firm  1996,  un- 
comfortable with  "asset-light"  strategy.  Bought 
Enron's  asset-rich  liquid-gas  pipeline  opera- 
tions with  college  classmate  William  Morgan. 
Today  Kinder  Morgan  controls  over  35,000 
miles  of  pipe,  transports  2  million  barrels  of 
fuel  products  and  14  billion  cubic  feet  of  natural 
gas  a  day.  Vietnam  vet  avoids  Enron  excesses: 
flies  coach  class,  pays  himself  just  S 1  a  year.  Wife, 
Nancy,  is  South  Texas  Finance  chairman  for  the 
Bush-Cheney  '04  reelection  campaign. 


Edward  Bass 

$810  million 

Oil,  investments.  Fort  Worth,  Tex. 

58.  Married,  3  children 


Lee  Bass 

$1.4  billion 

Oil,  investments.  Fort  Worth,  Tex. 

47.  Married 


Perry  Bass 

$720  million 

Oil,  investments.  Fort  Worth,  Tex. 
88.  Married,  4  children 
Market  upturn  easing  stress  on  Bass  famiji 
fortune  after  liquidity  crunch,  bad  tech  be» 
forced  Sid  to  sell  large  chunk  of  Disney  stak 
to  meet  margin  call.  Father  Perry  built  on  0 
fortune  inherited  from  uncle  Sid  Richard 
son  (d.  1951).  Handed  business  to  eldest  so* 
Sid,  in  1968,  prompting  Robert  (see)  to  brea 
out  on  his  own.  Investments  includ 
Hawthorne  Financial,  Iomega,  oil  and  gas.: 


Sid  Bass 

$1.1  billion 

Oil,  investments.  Fort  Worth,  Tex. 

60.  Divorced,  remarried;  2  children 


E.  Pierce  Marshall 

$1.6  billion 

Inheritance.  Dallas. 

64.  Married,  2  children 

Son  of  late  Texas  oil  baron  J.  Howard  Ma 

shall  II;  inherited  father's  stake  in  private! 


HE  ANSWER  TO 

HOW  DOES  SHE  DO  IT?" 


Constant  email  access. 

For  those  who  need  to 

get  things  done  instantly. 

800-NEXTEL9.  nextel.com 
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Living  in  exile  suits  commodities 

trader  MARC  RICH  just  fine.  He's  been 

buying  up  European  real  estate. 


held  Koch  Industries.  Still  sparring  with 
stripper-turned-stepmom  Anna  Nicole 
Smith    over   estate.  Vehemently  denies 
'is  net  worth. 


h  ding 

$1.2  I 
Refij 

76.  M 
His  Sun  \ 
Allen's  (set    a 
ence.  Also  ow  1 1  - 
and  377-rooni  ( 
for  the  2002  Wim.  i 
City.  Other  assets:  Sindaii 
convenience  stores. 


Marc  Rich 

$1.1  billion 

Commodities.  Meggan,  Switzerland. 

68.  Divorced,  remarried;  2  children 


Pincus  Green 

$1.1  billion 

Commodities.  Meggan,  Switzerland. 
68.  Married,  4  children 
Commodities  traders  fled  to  Europe  after 
being  indicted  for  manipulating  U.S.  oil 
system,  trading  with  Iran  during  hostage 
crisis,  evading  taxes.  Residing  in  Switzer- 
land since  1983.  Rich  sold  commodities 
brokerage  1994;  invested  in  European  com- 
mercial real  estate.  Green  retired  after  heart 
trouble  1992;  occasionally  serves  as  a  con- 
sultant to  Rich.  Partners  reluctant  to  return 
to  U.S.  despite  receiving  pardons  from 
Clinton  in  2001. 


Anne  Windfohr  Marion 

$800  million 

Inheritance,  oil.  Fort  Worth,  Tex. 

64.  Thrice  divorced,  remarried;  1  daughter 

Great-grandfather  founded  famed  6666 

ranch  as  19-year-old  cowboy.  Amassed 

448,000  acres,  struck  oil.  Anne  inherited 

land,  royalties.  Art  collector  instrumental  in 

building  Fort  Worth's  new  Tadao  Ando-de- 

signed  Modern  Art  Museum. 


Anne  Getty  Earhart 

$775  million 

Inheritance.  Laguna  Beach,  Calif. 

51.  Married,  2  children 


Claire  Getty  Perry 

$775  million 
Inheritance.  San  Francisco. 
49.  Married,  4  children 

Caroline  Marie  Getty 

''ion 
Inherit        .  San  Francisco. 

•  eorge  Getty  (d.  1973),  eldest 

i.  Paul  Getty  (d.  1976).  Sis- 

'00  million  when  Getty 

co  for  $10  billion  in  1986. 


Low-profile  heiresses  active  in  Califorq 
conservation. 


© 


Patrick  Taylor 

$700  million 

Taylor  Energy.  New  Orleans,  La. 

66.  Married 

Beaumont,  Tex.  native  left  home  at  1' 
paid  own  way  through  Louisiana  Sta' 
University.  Started  oil-drilling  business  wit 
partner  in  1974;  sold  out  in  1979.  Used  pr< 
ceeds  to  form  Taylor  Energy,  now  one  i 
largest  independent  oil  companies  in  Gulf  i 
Mexico.  Philanthropist  known  for  startir 
"Taylor  Plan"  in  Louisiana:  paying  colk| 
tuition  for  kids  who  do  well  in  high  schoc 
program  now  in  21  states. 


Max  Fisher 

$680  million 
Investments.  Franklin,  Mich. 
95.  Widowed,  remarried;  5  children 
Ohio  State  footballer  got  start  in  family  c 
business  1930.  Sold  refinery  to  Marathc 
in  1959  for  stock.  Active  investor  ev 
since:  Comerica,  Sotheby's,  Charter  Or 
Increased  stake  in  shopping  mall  cha 
Taubman  Centers,  helping  friend  ai 
felon  Al  Taubman  (see)  fight  off  host 
takeover  bid  by  Simon  Properties.  Fund 
new  Detroit  Symphony  theater — to 
called  The  Max. 


Frederick  Koch 

$650  million 
Oil.  London. 
68.  Single 


William  Koch 

$650  million 
Oil.  Palm  Beach,  Fla. 
63.  Twice  divorced;  4  children 
Brothers  inherited  shares  of  Koch  Indusn 
from  father  Fred  Koch  (d.  1967).  Sold  sta 
to  brothers  Charles  and  David  (see);  Ic 
feud,  claiming  they  were  shortchang 
William:  avid  sailor,  runs  mineral,  min 
and  energy  investments.  Now  investing 
tribal  land  casinos.  Fred:  lives  in  Lond 
collects  art. 


254     f  O  R   B  E  S  •  Octobei 


m 


Sender 


Ours  isn't  the  only  name  on  the  box. 

Amy's  reputation  is  on  the  line.  When  her  client  asks  if  the  contracts  will 
arrive  the  next  morning,  Amy  says  "yes."  Brave  Amy,  delving  into  the 
world  of  "yes."  "Yes"  raises  the  stakes.  "Yes"  comes  with  responsibility. 
There  are  no  loopholes  in  "yes."  Is  Amy  worried?  No. 


Relax,  it's  FedEx: 


2003  FedEx  Ses  (edux.com  for  terms  of  shipping. 
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From  rental  cars  to  room  service,  these  entrepreneurs 
make  money  being  at  your  beck  and  call.  They  place  your 
bets,  deliver  your  packages  and  execute  your  stock  trades. 


Robert  Pritzker 

$7.6  billion 

Hotels,  investments.  Chicago. 

77.  Twice  divorced,  remarried;  5  children 

Thomas  Pritzker 

$7.6  billion 

Hotels,  investments.  Chicago. 
54.  Married,  4  children 
Messy  carve-up  under  way.  Reins  were  passing 
from  Robert  and  brother  Jay  (d.  1999)  to  Jay's 
ho,  with  cousins  Nicholas  and 
mization's  far-flung 
iilit  among  1 1 
h 
ledb)  .-  battle. 


ing.  Mending  wounds  after  a  three-year 
market  slump,  looking  for  upstream  clients 
with  $365  million  purchase  of  State  Street 
Private  Asset  Management.  Gave  up  co- 
chief-executive  spot  but  remains  chairman, 
company's  public  face. 


Stephen  Bechtel  Jr. 

$3.2  billion 

Engineering,  construction.  San  Francisco. 

78.  Married,  5  children 


Charles 

$3.2  billion 
Discount  stod 
Atherton,  Calif. 

66.  Married,  5  chin 
Opened  the  stock  marl 
with  discount  broki  I  I 
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Riley  Bechtel 

$3.2  billion 

Engineering,  construction.  San  Francisco. 

51.  Married,  3  children 

Co-owners  of  engineering  giant  Bechtel 

p  caught  flak  after  receiving  $680  mil- 

ontract  to  rebuild  Iraq,  but  it's  only  a 

rnall  slice  i  I  the  business.  Other  recent  con- 

1  billion  petrochemical  complex 

a $1.1  billion  aluminum 

iin,  a  $1 .4  billion  expansion 

Uidulaziz    Airport    in    Jidda, 


Jack  Crawford  Taylor 

$3  billion 

Enterprise  Rent-A-Car.  St.  Louis. 

81.  Married,  2  children 

Former  fighter  pilot  started  out  leasing  a 

from  Cadillac  body  shop  1957.  Named  con  j 

pany  after  his  WWII  aircraft  carrier,  U.S. 

Enterprise.  Business  took  off  in  1970s;  b| 

came  nation's  largest  rental  fleet  after  coui 

forced  insurance  companies  to  pay  for  r 

placement  rentals.  Son  Andrew  now  drivii 

$6.5  billion  (sales)  company. 


Martha  Ingram 
&  family 

$2.3  billion 
Inheritance.  Nashville. 
68.  Widowed,  3  sons,  1  daughter 
Husband,  Bronson  Ingram,  inherited  fathe 
oil  and  barge  empire  1963.  Added  distrib 
tion  business:  books,  computers,  videotap 
Martha  inherited  fortune  after  Bronsoi 
death.  Took  Ingram  Micro  public  a  y< 
later;  family  stake  now  worth  $760  milli< 


>.«? 


y    a 


1 


Ever  since  selling  his 
aircraft  lessor  to  AIG, 
STEVEN  UDVAR-HAZY 

has  kicked  back  and 
enjoyed  the  ride^^ 
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Privately  held  Ingram  Industries  run  by 
3  sons.  Active  arts  supporter  in  Nashville. 

Steven  Udvar-Hazy 

$2  billion 

International  Lease  Finance.  Beverly  Hills. 
57.  Married,  4  children 
Hungarian  immigrant's  family  fled  Soviet 
occupation  1958.  Studied  economics  at 
UCLA  but  got  hooked  on  flying.  Licensed 
pilot  teamed  up  with  Louis  and  Leslie  Gonda 
(see  both)  with  the  idea  of  buying,  leasing 
planes  to  airlines.  Sold  company  in  1990  to 
AIG  for  stock.  Fusing  AIG  shares  have  since 
made  all  3  billionaires.  Donated  $60  million 
to  Smithsonian  to  build  the  Udvar-Hazy 
Center  at  Dulles  airport,  an  air  and  space 
museum  slated  to  open  in  December. 

Sheldon  Adelson 

$1.8  billion 

Casinos,  hotels.  Las  Vegas. 
70.  Divorced,  remarried;  5  children 
Casino  mogul  doubling  down:  started  con- 
struction on  one  of  2  planned  casino  resorts 
in  Far  East  gambling  mecca  Macau.  In  Las 
Vegas,  higher  casino  revenues  and  room  rates 
at  the  Venetian,  the  Strip's  largest  hotel, 
funding  other  efforts:  opened  $45  million 
addition  to  his  Sands  convention  center.  Also 
built  a  $250  million  tower  of  suites  at  the 
Venetian.  Son  of  Boston  cabdriver  made  first 
fortune  in  trade  shows,  selling  Comdex  to 
Japan's  Softbank  for  $800  million  in  1995. 


Richard  DeVos 

$1.7  billion 
Alticor.  Ada,  Mich. 
77.  Married,  4  children 

Jay  Van  Andel 

$1.5  billion 

Alticor.  Ada,  Mich. 
79.  Married,  4  children 
Became  friends  in  thi 
Richard  offered  Jay  25  cents  n  ex- 

change for  a  ride  to  school.  Al  I 
joined  the  military  together.  Opel 
eatery;  then  Amway,  reorganized ;. 
2000.  Today  more  than  3.6  millio< . 
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dent  sales  representatives  distribute  personal 
care,  home  products  in  more  than  80  coun- 
tries. Sales:  $4.5  billion.  Richard:  heart  trans- 
plant recipient,  owner  pro  basketball's  Or- 
lando Magic.  Jay:  formed  the  Van  Andel 
Institute  for  cancer  research,  education. 


B.  Thomas  Golisano 

$1.6  billion 

Paychex.  Rochester,  N.  Y. 
61.  Divorced,  4  children 
Three-time  loser  in  New  York  State  guber- 
natorial quest  despite  spending  $74  million 
on  most  recent  campaign.  May  get  a  few 
more  votes  after  $92  million  bailout  of  bank- 
rupt Buffalo  Sabres  kept  hockey  team  in 
town.  Started  payroll-processing  business 
with  one  employee  in  1971.  Paychex  IPO  in 
1983  made  millionaires  of  original  18  part- 
ners. Now  490,000  clients,  $1.1  billion  in 
sales.  Paychex  spending  like  its  founder:  cash 


acquisitions  of  Advantage  Payroll  Servia 
for  $240  million  last  September,  $182  mi 
Hon  for  Interpay  in  April. 


Louis  Gonda 

$1.6  billion 

International  Lease  Finance  Corp. 

Beverly  Hills. 

55.  Married,  5  children 


Leslie  Gonda 

$1.3  billion 

International  Lease  Finance  Corp. 

Beverly  Hills. 

84.  Married,  3  children 

Leslie  fled  Hungary  during  WWII,  landed : 

LA  and  went  into  real  estate.  Teamed  up  wi: 

son  Louis  and  fellow  Hungarian  Steve 

Udvar-Hazy  (see)  to  buy,  lease  airplanes.  So 

International  Lease  Finance  to  AIG  199] 

Leslie  served  on  AIG  board  until  retiremer 


a  private  bankei 


manages  his  wealth  with  an  understanding  of  his  life 


ixecutes  global  investments  from  a  position  of  strength 


h 


elivers  documents  to  the  ranch  on  weekends 


h 


respects  his  passion  for  charitable  giving. 


Invest  in  you 


Union 

Bank  of 
California 


The 
Private 

BANK" 


tanking  Services  •  Trusts  •  Investment  Management 

Beverly  Hills  Irvine  Los  Angeles  Palo  Alto 

San  Diego  San  Francisco  San  Jose  Seattle 


Portland  Rancho  Mirage         Sacramento 

Tacoma  Walnut  Creek 
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now  active  in  philanthropy — supports  Israel's 
Bar- Han  University  for  brain  research.  Louis 
active  in  L.A.-area  real  estate  via  Lexington 
Commercial. 


John  Sperling 

$1.5  billion 

Apollo  Group.  Phoenix. 

82.  Twice  divorced,  1  child 

Peter  Sperling 

$1.5  billion 

Apollo  Group.  Phoenix. 

43.  Married,  2  children 

r,  John,  a  humanities  professor  with 

mbridge.  After  bosses  at  San 

ity  turned  down  his  pro- 

ucation  program,  started 

University  of 

1  Today  the  na 

stem:  Apollo 

n  67  campuses 

less  boom- 

ducation; 

ronoclast 

lana 


ing.i- 
Apollt  i 
support 
legalizatio 
senior  vice  pi 


James  Cargill 

$1.5  billion 
Inheritance.  Minneapolis. 
79.  Married,  3  children 


Margaret  Anne  Cargill 

$1.5  billion 

Inheritance.  La  Jolla,  Calif. 
83.  Single 


W.  Duncan  MacMillan 

$975  million 
Inheritance.  Wayzata,  Minn. 
73.  Married,  4  children 


John  MacMillan  III 

$975  million 

Inheritance.  Hillsboro  Beach,  Fla. 

75.  Twice  divorced,  remarried;  9  children 


Marion  MacMillan  Pictet 

$975  million 

Inheritance.  Hamilton  Beach,  Bermuda. 

71.  Divorced,  1  child 


Whitney  MacMillan 

$975  million 
Inheritance.  Minneapolis. 
74.  Married,  2  children 


Cargill  MacMillan  Jr. 

$975  million 

Inheritance.  Wayzata,  Minn. 

76.  Divorced,  remarried;  4  children 


Pauline  MacMillan 
Keinath 

$975  million 
Inheritance.  St.  Louis. 
71.  Married,  4  children 
Heirs  to  America's  largest  privately  held 
company,  grain-trader  Cargill.  Family  no 
longer  running  company  but  still  thought  to 
own  nearly  90%  of  stock.  Current  manage- 
ment increasing  value  by  moving  beyond 
commodities  to  services,  higher-end  prod- 
ucts. James:  retired  from  Cargill  1990  as  se- 
nior vice  president.  Duncan:  joined  1953, 
longtime  board  member,  now  owns  upscale 
golf  club  in  Wayzata,  Minn.  Whitney:  last 
family  member  to  serve  as  CEO  (1977-95). 
(  '  argill:  retired  as  senior  vice  president,  1988. 


Other  family  members  not  involved  in  bu 
ness,  avoid  limelight. 


Frederick  Smith 

$1.5  billion 

FedEx.  Memphis,  Tenn. 

59.  Divorced,  remarried;  10  children 

Yale  economics  undergrad  wrote  thesis  ■ 

improving  delivery  services  via  integrat 

network  of  planes  and  trucks.  Started  w< 

small  stake  in  Arkansas  aviation  firm;  turn 

into  courier  service  Federal  Express.  Toe 

643  planes  and  70,000  trucks  deliver  mc 

than  5  million  packages  a  day.  In  April  fl 

two  pandas  from  China  to  Memphis. 


J.  Joseph  Ricketts 
&  family 

$1.4  billion 

Ameritrade.  Omaha,  Nebr. 
62.  Married,  4  children 
Ex-broker  started  investment  bank  in  Om; 
1971;  turned  to  discount  brokerage  four  ye. 
later.  First  to  offer  automated  telephone  tra 
1988;  carried  out  world's  first  online  tn 
1995.  Growth  through  acquisition:  bou; 
rival  Datek  in  $1.3  billion  deal,  adding  d 
to  1  million  new  client  accounts;  $4  mill 
deal  in  April  for  Mydiscountbroker.o 
added  17,000  more.  Estimated  164,000  d. 
trades  makes  Ameritrade  nation's  busiest  i 
line  brokerage. 


Marilyn  Carlson  Nelsc 
&  family 

$1.4  billion 

Inheritance.  Minneapolis. 
64.  Married,  3  children 


Barbara  Carlson  Gage 
&  family 

$1.4  billion 

Inheritance.  Minneapolis. 
61.  Married,  4  children 
Inherited  travel-hospitality  conglomei  | 
Carlson  Cos.  from  father,  Curtis  Carh 
Radisson  and  Regent  Hotels,  eatery  T.1 
Friday's,  Seven  Seas  cruise  line.  Marilyn  C 
since  1998.  Barbara  heads  family  foundat 
active  with  children's  charities. 
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Reclines  a  lull  180°  from  the  everyday. 


fbui   Seasons  invites  you  to  an  oasis  of  unparalleled  comfort,  care  and  relaxation. 
A  plan  when  exceptional  pleasures  are  many,  from  Inspiring  environments,  to  service 
that  anticipates  and  pampers.  A  plate  dedicated  to  taking  care  of  everything,  most 
importantly  you.  Consult  your  travel  counselor,  or  in  the  U.S.,  call  1-800-267-3046. 
And  to  see  more  oj  what's  waiting  for  yon.  simply  visit  wivw.fonrseasons.com/packages 


•%*- 


■»    60    HOTELS.  29    COUNTRIES.  ONE   PHILOSOPHY. 
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Four  Seasons 


Discount-stock  broker  CHARLES  SCHWAB  is  looking  for  higher-net-worth  clients 


Albert  Lee  Ueltschi 

$1.2  billion 

FlightSafety  International.  Irving,  Tex. 
86.  Widowed,  4  children 
College  dropout  flew  for  PanAm  for  10 
years.  Launched  pilot  training  school  Flight- 
Safety  International  in  1951.  Took  public 
1968.  Sold  to  Warren  Buffett's  Berkshire 
Hathaway  in  1996.  Chairman  of  Orbis  In- 
ternational, nonprofit  group  operating  air- 
planes outfitted  as  modern  ophthalmologi- 
cal  labs  for  doctors  in  developing  countries. 


Richard  Marriott 

$1.2  billion 
Hotels.  Potomac,  Md. 

64.  Married,  4  children 


J.  Willard  Marriott  Jr. 

$1  billion 

Hotels.  Poton 

71.  Married, 

Sons  of  I.W.  Sr.  0  who 

started  root  b«  '  first 


Marriott  hotel  in  1957.  Sons  split  empire  in 
1993.  Richard  chairman  of  Host  Marriott. 
J.W.  Jr.  chairs  management  arm  of  Marriott 
International.  Both  stocks  hurt  by  weak  econ- 
omy but  lately  buoyant,  even  after  deadly  Au- 
gust bombing  of  Marriott  hotel  in  Jakarta. 


Joseph  Jamail  Jr. 

$1.2  billion 

Lawsuits.  Houston. 
77.  Married,  3  children 
Started  in  D.A.'s  office,  formed  own  firm 
1955.  Took  up  personal  injury  cases,  struck 
gold  with  Texaco-Pennzoil  case  1987:  received 
estimated  $345  million  in  fees.  Now  defending 
one  of  Enron's  law  firms,  Vinson  &  Elkins. 
Bio,  Trials  and  Jubilations,  out  later  this  year. 


Victor  Fung 


$1.2  billion 

Distribution.  Hong  Kong. 

58.  Alamcd 

With  brother  William  runs  family's  Hong 

Kong-based  import-export  firm  Li  &  Fung 


William  C.  France  Jr. 

$1.2  billion 

Auto  Racing.  Daytona  Beach,  Fla. 
70.  Married,  2  children 

James  C.  France 

$1.2  billion 

Auto  Racing.  Daytona  Beach,  Fla. 
58.  Married,  3  children 
Brothers  who  lord  over  Nascar  stock-J 
empire  switching  from  butts  to  beeps:  fla 
ship  Winston  Cup  to  be  renamed  Nes 
Cup  in  2004  after  new  $700  million  spd 
sorship  deal.  CEO  Bill  Jr.  took  over  col 
pany  started  by  father  (d.  1992),  buildeaj 
Daytona  Speedway.  Expanding  sport's  po| 
ularity  outside  southeastern  U.S.  base,  b| 
recent  scheduling  changes  ruffling  feathffl 
Family  also  controls  half  the  tracks  in  i 
Winston  Cup  circuit  via  publicly  traq 
International  Speedway. 


H.B.  Zachry  Jr. 

$1.1  billion 

Construction.  San  Antonio,  Tex. 
69.  Married,  2  children 
Texas  construction  mogul  runs  private 
held  H.B.  Zachry  Jr.  Co.  Initially  built  roaj 
then  industrial  parks.  Major  player  in  devi 
oping  San  Antonio's  Riverwalk  commerd 
district.  Estimated  sales:  $1.9  billion.  D 
signed,  built  U.S.  embassy  in  Moscow;  t 
cendy  landed  $50  million  contract  to  bui 
new  embassy  in  Cambodia.  Other  holdinj 
Hilton  Palacio  del  Rio,  10%  stake  in  San  A 
tonio  Spurs  basketball  franchise. 


0.  Bruton  Smith 

$1.1  billion 

Racetracks.  Charlotte,  N.C. 

76.  Divorced,  4  children 

Former  stock-car  driver  opened  Charloi 

Motor  Speedway  in  1960;  bankrupt  2  ye< 
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INTRODUCING  Drive  Free"  at  AVIS. 

Rent  three  times  from  September  through  December  and  get  a  free  weekend  on  us. 
That's  right,  it's  on  us  and  it's  yours  to  enjoy  all  the  way  up  until  May  15th. 


:k  on  avis.com  for  more  details 
:all  1-800-722-5909  to  sign  up. 


ilid  when  customer  registers  for  promotion  at  avis.com  or  by  calling  Avis  at  800-722-5909.  Renter  must  have  three  qualifying  paid  rentals  between  9/1/03  and  1 2/31/03.  Qualifying  paid  rentals 
a  minimum  of  two  consecutive  days.  Customer  must  have  a  Wizard  Number  to  register/qualify  for  promotion.  The  award  of  two  consecutive  free  weekend  days  applies  to  the  base  rental  time 
;  Customer  is  responsible  for  optional  products,  applicable  taxes,  surcharges,  concession  recovery  fees,  and  customer  facility  charges  ($1 0/contract  in  CA).  Certificates  are  redeemable  at 
ating  Avis  locations  in  the  United  States  except  in  the  metropolitan  New  York  area.  Redemptions  apply  on  4-door  compact  through  4-door  full  size  car  classes  and  must  be  redeemed  between 
l  and  5/17/04  on  weekend  rentals.  Weekends  begin  between  Thursday  noon  and  Sunday  noon.  Cars  must  be  returned  by  Monday  at  midnight.  Advance  reservation  required.  Redemption  of 
:ertificate(s)  may  be  subject  to  vehicle  availability.  Blackout  periods  apply  which  include  but  are  not  limited  to:  Thanksgiving  weekend,  December  25-29,  President's  weefend  in  AZ,  CO,  FL,  HI, 
and  Easter  weekend  in  FL.  Minimum  age  is  25  but  may  vary  by  location.  Awards  not  applicable  to  one-way  rentals  and  cannot  be  combined  with  any  other  coupon?  promotion,  or  special 
2C03  Avis  Rent  a  Car  System,  Inc. 

Avis  features  GM  vehicles  like  Pontiflc  Grand  Pri 
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later.  Better  luck  next  go-round.  Took  Speed- 
way Motorsports  public  in  1995;  stake  now 
worth  over  $750  million.  Also  owns  car  deal- 
erships, repair  shops  via  publicly  traded 
Sonic  Automotive.  Boisterous  racetrack  op- 
erator now  butting  heads  with  Nascar's 
France  family  (see):  wants  additional  races 
on  his  tracks  in  Texas  and  Las  Vegas. 


Walter  Scott  Jr. 

$1  billion 

Construction,  telecom.  Omaha. 
72.  Widowed,  remarried;  6  children 
Chairman  Emeritus  of  Peter  Kiewit  Sons',  con- 
struction outfit  where  he  became  president, 
1979.  Steered  company  into  high-speed  fiber- 
optic networks,  public/private  toll  road,  geot- 
hermal  power  plant,  MFS  Communications. 


Dean  White 

$1  billion 

Billboards,  hotels.  Crown  Point,  Ind. 
80.  Married,  4  children 
Workaholic  entrepreneur:  "I've  missed,  at 
the  most,  12  days  of  work  since  1946."  Lat- 
est brainchild:  automatic  cleaning  system  for 
trailer  trucks.  Joined  dad's  billboard  business 
in  1946,  took  over  in  1952.  Father  challenged 
him  to  "make  a  million  dollars  by  your  40th 
birthday."  Sold  billboard  business  to  Chan- 
cellor for  $960  million  1998. 

Marguerite  Harbert 

$960  million 

Inheritance.  Birmingham,  Ala. 

SO.  Widowed,  3  children 

and    John    Murdoch    Harbert    III 
0  in  craps  winnings 
lossus:    airports, 
pi('  Raymond  man- 

ages i  s  game  on 

Geors.'i 


Willi, 

$900  mi: 
Exports.  Hoin; 
53.  Married,  3 
Father  was  a  tradt 

MacArthur  dm 


sourcing  and  logistics  business  after  the  war. 
"Chip"  started  working  at  Asian-based 
William  E.  Connor  &  Associates  at  age  12; 
took  reins  in  early  1980s.  Blue-chip  clientele 
include  Nordstrom,  Saks  Fifth  Avenue,  Dil- 
lard's, Smithsonian  and  Harrods. 


Nancy  Dedman  &  family 

$870  million 
Country  clubs.  Dallas. 
75.  Widowed,  2  children 
Widow  of  Robert  Dedman  (d.  2002), 
lawyer  who  built  first  country  club  1957. 
Expanded  ClubCorp  into  nation's  largest 
owner/operators:    almost    200    clubs, 
including  North  Carolina's  Pinehurst, 
Ohio's  Firestone.  Nancy  inherited  47% 
stake;  son  Robert  Jr.  runs  business.  Com- 
pleted round  of  debt  refinancing  in  June, 
but  still  not  out  of  the  rough:  revenue  off 
7%  in  2002. 


Grover  Connell 

$800  million 

Real  estate,  equipment  leasing. 

Westfxeld,  N.J. 

85.  Married,  3  children 

Took  over  family  business  after  WWII  Navy 

service;  turned  Connell  Rice  &  Sugar  into 


nation's  largest  independent  trader/brob 
of  rice  and  sugar.  Expanded  into  equipmei 
leasing  ($2.5  billion  in  assets,  including  ra 
cars,  forklifts,  tractors),  real  estate  (more  tha 
1.3  million  square  feet  of  commercial  spar 
in  New  Jersey).  Politically  active:  suppor 
both  parties. 


Kenneth  Feld 

$775  million 
Circus,  entertainment.  Potomac,  Md. 
53.  Married,  3  children 
Rock  'n'  roll  promoter  father  (d.  198- 
bought  Ringling  Bros,  in  1967;  sold  to  Mc 
tel  for  $50  million  1974.  Bought  back  in  19: 
for  $23  million.  Circus-raised  Kenneth  nc 
Feld  Entertainment's  ringmaster,  though 
spends  much  of  his  time  fighting  lawsu 
from  animal  rights  activists.  Company  al 
produces  Disney  on  Ice,  Vegas'  Siegfried 
Roy  magic  show. 


Phillip  Ruff  in 

$750  million 

Casinos,  real  estate,  hand  trucks. 

Wichita,  Kans;  Las  Vegas. 

67.  Divorced,  3  children 

Dropped  out  of  college  to  flip  hamburge 

now  cooking  up  plans  to  build  luxu 
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NOW  THERE'S  A  PUSH  TO  TALK 
THAT  WORKS  WHERE  YOU  DO. 


i 


w 


JUST  PUSH  TO  TALK  AND  CONNECT  TO  AMERICA'S  BEST, 
MOST  RELIABLE  NATIONAL  WIRELESS  NETWO" 


simple  push  of  a  button  lets  you  contact  the  people  you  need  to  speak  to  most, 
the  street  or  across  the  country  on  the  Verizon  Wireless  network.  Hold  a 
me  or  make  group  calls.  We've  made  it  easy  to  create  and  manage  group  calling 
me  Web  It's  what  you'd  expect  from  America's  best  most  reliable  national  wireless  network. 


tnn  n/v 


SIGN  UP 


31 ,  2003  and  get  free  unlimited  group  calling  for  as  long  as  you  remain  on  your 
iioy  unlimited  one  to  one  Push  to  Talk  calling  all  with  our  Push  to  Talk  capable  phone 
I  America  I  with  Push  to  Talk  calling  plan  starting  at  $59.99  monthly  access  with  1  or 

merAgreen 


(M)  MOTOROLA 

V60p 


See  who's  available 
to  talk  for  a 
Push  to  Talk  call 


Easy-access 
Push  to  Talk 
button 

High-quality 
integrated 
speaker  phone 


Contact  our  business  representatives  at  1.866.899.2862 
or  log  on  to  verizonwireless.com 


V^"    veH  Oflwireless 
We  never  stop  working  for  you. 


portant  Consumer  Information:  Subject  to  Customer  Agreement,  Calling  Plan,  credit  approval  &  terms  and  conditions  of  Push  to  Talk.  $175  cancellation  fee,  taxes,  other  charges 
estrictions.  $35  activation  fee  with  1  yr.  term.  Cannot  combine  with  other  offers.  Usage  rounded  to  next  full  minute.  Unused  minutes  lost.  Coverage,  service  and  offers  not  available 
all  areas.  Only  available  in  National  Enhanced  Services  area  and  with  other  Verizon  Wireless  Push  to  Talk  subscribers.  See  www.venzonwireless.com/bestnetwork  for  details. 
>003  Verizon  Wireless 
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members  of  The  Forbes  400  live  in 
California. 


apartment  complex  in  Las  Vegas  with  Don- 
ald Trump  (see).  Owns  41  prime  acres  on  the 
Las  Vegas  Strip,  plans  to  demolish  his  New 
Frontier  casino/hotel  to  build  a  series  of 
bigger-themed  resorts.  Also  pushing  to  get 
slot  machines  at  his  2  greyhound  racetracks 
in  Kansas. 

Donald  Schneider 

$750  million 
Trucking.  Green  Bay,  Wis. 
67.  Married,  5  children 
Wharton  grad  took  over  trucking  firm 
started  in  1938  by  father  "AT  with  one 
truck.  Early  adopter  of  satellite  tracking 
tech.1  I   importation  logistics,  grew 

into  the  nation's  largest  carriers: 

000  drivers,  $2.6  billion 
:d  down  as  president 
the  driver's  seat  as 

I 

Chns 

$740  mil] 
Timeshi  r 

60.  Twia  a 

■ 
former  U.K.  go 
20;  married   [on 
Resort  Condominium 
1973.  Received  hall  ■ 
divorce;  bought  theotht 


Sold  to  HFS  (now  Cendant)  for  $825 
million  in  1996.  Active  philanthropist 
chairs  University  of  Indianapolis'  Board 
of  Trustees. 


William  Pulte 

$700  million 

Home  building.  Detroit. 

70.  Divorced,  remarried;  14  children 

®Got  early  start  building  houses  in 
Detroit  at  age  16.  Founded  Pulte 
Homes  in  1952.  Now  the  nation's  largest 
home  builder:  4.5  homes  every  hour.  Big 
builder  of  retirement  communities.  Sales: 
$7.5  billion.  Merged  with  Del  Webb  in 
1998.  Trying  to  brand  homes  like  cars: 
new  marketing  campaign  to  convince 
homeowners  to  buy  a  Pulte  home  each 
time  they  move.  Avid  golfer,  art  collector. 


Joseph  Neubauer 

$675  million 
Aramark.  Philadelphia. 
61.  Divorced,  remarried;  2  children 
Israeli  immigrant  waited  tables  while  at 
Tufts;  M.B.A.  from  University  of  Chicago. 
Joined  sports  concessionaire  Aramark  in 
1979  as  CFO;  LBO'd  6  years  later.  Took 
public  in  2001.  New  contract  to  serve  food 
at  Olympic  Village  for  2004  Summer 
Games  in  Athens,  but  he's  no  rookie:  pro- 
vided   food    service    for    12    previous 
Olympic  Games. 


Stephen  Wynn 

$650  million 
Casinos,  art.  Las  Vegas. 
61.  Married,  2  children 
Casino  visionary  is  back  in  the  mix,  3 
years  after  selling  his  Mirage  Resorts  to 
Kirk  Kerkorian's   (see)  MGM   Grand, 
d  $450  million  in  October  with  pub- 
ing  of  Wynn  Resorts;  using  pro- 
c  e  Wynn  Las  Vegas:  $2.4  bil- 
th  2,700  rooms,  Ferrari  and 
ships,  permanent  space  for 
collection.  Along  with 
d  one  of  3 
licenses;  has  yet  to 
1 


Thomas  Friedkin 

$650  million 

Cars.  Houston. 

68.  Married,  4  children 

Pilot  for  father's  Pacific  Southwest  Airffl 

1960s,  veered  into  cars:  landed  Toyota  di 

tributorship  1968.  Today  Gulf  States  Toyoi 

the  main  engine  behind  $3.7  billion  (said 

Friedkin  Cos.:  cars,  parts,  service.  Hollywoq 

stunt  pilot,  big-game  hunter  on  his  Tanzf 

nia  preserve. 


Andrew  McKelvey 

$625  million 
Monster.  New  York  City. 
69.  Divorced  5  times,  remarried;  4  childrei 
Job  woes  good  business  for  Internet-base* 
job  finder.  Lifelong  salesman  sold  eggs  dooi 
to-door  at  age  12;  moved  to  Australia  afte 
college  and  sold  jukeboxes.  Founded  TM 
Worldwide  early  1960s,  selling  Yellow  Page 
ads  and  classifieds  to  big  business.  Bougl 
online-recruiting  site  Monster.com  for  J 
million  in  1995,  rode  Internet  wave  befon 
the  crash.  Renamed  Monster  Worldwidi 
company  has  continued  to  be  profitable. 

Rebuilding  Iraq  is  only  a  side  project  for 
RILEY  BECHTELS  construction  firm. 
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TWO  CHOICES: 

1.  FIND  A  WAY  TO  REDUCE  HEALTH  INSURANCE  COSTS. 
!.  ACQUIRE  A  TASTE  FOR  MACARONNAND-CHEESE  DINNERS 


ess  your  idea  of  a  power  lunch  is  a  heaping  helping  of  orangey-yellowy  goodness,  it's  probably  a  good  time  to  talk  to 
r  HR  director  about  Blue  Cross  of  California's  new,  cost-effective  health-coverage  solutions.  With  our  new  generation 
inovative,  consumer-directed  plans,  you  can  help  put  a  lid  on  your  company's  rising  healthcare  costs.  While  helping 
r  company  weather  through  tough  times,  you'll  also  be  giving  your  employees  the  power  to  take  control  of  their 
i  health-coverage  costs.  So,  ask  your  HR  director  to  show  you  our  affordable,  new  options -over  lunch,  perhaps. 
Health  •  Dental  •  Pharmacy  •  Behavioral  Health  •  EAP  I  Blue  Cross  of  California.  The  Power  of  Blue!" 


■  i-TiCy  and  Behavioral  Health  products  from  Blue  Cross  of  California  (BCC)  and/or  BC  Life  8t  Health  Insurance  Co.  (BCl&H).  Life  insurance  from  BCL&H.  Pharmacy  and  Behavioral  Health 
-  Medical  BCC  and  BCL&H  are  independent  licensees  of  the  Blue  Cross  Association.  S 2003  BCC 


Sydell  Miller 

$595  million 
Beauty  products. 

Cleveland;  Palm  Beach,  Fla. 
65.  Widowed,  2  children 
Started  eyelash-makeup  firm  in  1971  with 
hairdresser  husband  Arnold  (d.  1992);  sold 
for  $3  million  in  1984.  Began  mixing  up 
batches  of  higher-quality  beauty  products 
in  basement  of  Cleveland  hair  salon  for  pro- 
fessionals. Sold  Matrix  Essentials  to  Bristol- 
Myers  Squibb  for  stock  in  1994.  Tries  to 
keep  a  low  profile,  but  her  $41  million  estate 
in  Palm  Beach — a  sprawling  mansion — at- 
tracts plenty  of  attention. 


Summerfield 
Johnston  Jr. 

$590  million 

Coca-Cola.  Chattanooga,  Tenn.;  Atlanta. 
71.  Married,  5  children 
Grandfather  James  started  nation's  first 
Coca-Cola  bottling  franchise  in  1899.  Sum- 
merfield took  over  in  1950s,  turned  into 
nation'-  largest  independent  Coke  bottler. 
Merged  \  -  Cola  Enterprises  1 99 1 . 

Stepped  o  ;rman  last  year. 


James  St        s  Jr. 

$590  million 
Money  managemv. 

79.  Married,  4  <  . 
Former  WW  1 1  pilo 

mutual  fund  with  ;  I     000  a* 
in  1958.  Sold4^  on  p 

Morgan  for  $900  mil  In-  but 

Century  remains  a  fam:  >s:  sei 

cochairman  with  son  fam     III;  manaj 
billion  in  assets.  Cancer  sui 
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over  $1.5  billion  to  his  Kansas  City  medical 
research  center. 


Michael  Hitch 

$585  million 
Pizza.  Detroit. 
74.  Married,  7  children 
Owner  of  Detroit's  baseball  Tigers  and 
hockey  Red  Wings  elected  to  NHL's  Hall  of 
arch  mainly  because  of  3  Stanley 
i  ice  1995.  Cooperstown  unlikely 
I  igers  consistendy  at  bottom  of 
tandii  ner  minor  league  shortstop 


started  Litde  Caesars  chain,  made  famous  f(  j 
2-for- 1  deals.  Pizza  sales  on  the  upswing  aft 
several  years  of  declines,  average  revenues  u  I 
14%  over  last  year. 


Vincent  McMahon 

$575  million 

Wrestling.  Greenwich,  Conn. 

58.  Married,  2  children 

Wrestling  ringmaster  up   against  tr 

ropes:  extreme  football  league,  them< 

restaurant  expansions  flopped.  Fightir 

back  with  ever-hokier  wrestling  gimmicl 


Business^rofiles 

The  Bay  Area  has  long  been  recognized  as  America's  great  center  of 

?e-thinking  idealism  and  frontier  adaptability.  And  the  area's  rich  history 

evident  in  a  diverse  array  of  neighborhoods  and  charming  architecture. 


While  the  Bay  Area's  people  are 
dedicated  to  preserving  their  architectural, 
historical  and  cultural  treasures,  they  are 
certainly  not  stuck  in  the  past.  In  fact,  one 
recent  study  indicates  that  the  Bay  Area  is 
the  region  most  able  to  take  advantage  of 
opportunities  in  the  new  economy,  based 
on  its  educated  workforce,  innovative  spirit 
and  the  availability  of  venture  funding. 

Tourism,  foreign  trade  and  finance  are 
the  mainstays  of  the  economy,  with  food- 
processing  and  clothing  manufacture  playing 
important  roles  as  well.  The  Bay  Area  also 
remains  strong  in  core  industries  such  as 
agriculture,  mining  and  transportation. 

In  the  following  section,  you  will  learn 
about  some  of  the  current  and  future  business 
leaders  who  are  helping  The  Bay  Area  lead 
America  into  the  21st  century. 


Webcor  Builders 

MBH  Architects 

_3          i 

Adams,  Nash, 
Haskell  &  Sheridan 

Woodruff-Sawyer  &  Co. 

Preston  Gates  &  Ellis  LLP 

^^^^^™ 
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Special  Advertising   Section 


Landmark  Structures 
Bear  Webcor  Builders7  J 
Unique  Approach     1 

Value  Through  Innovation:  the  Webcor  Advantage 


Throughout  California,  Webcor 
Builders'  handiwork  is  hard  to  miss. 
Many  landmark  projects  for  companies 
such  as  Electronic  Arts,  Starwood 
Lodging  and  LucasFilm  bear  Webcor's 
distinct  mark.  Their  secret  —  value 
through  innovation.  "It's  much  more 
than  a  slogan  to  us;  it's  the  way  we  do 
business  every  day"  states  Andy  Ball, 
President/CEO.  As  true  hands-on 
builders,  Webcor  has  the  ability  to 
ask  the  right  questions,  to  analyze 
the  design  of  a  building  and  develop 
creative  technical  solutions  that  allow 
them  to  provide  the  best  value  for 
each  project. 

From  the  Oracle  World 
Headquarters  to  the  W  San  Francisco, 
Webcor  has  extensive  experience 
building  challenging  projects.   Founded 
in  1971,  the  company  today  lays  claim 


Webcor  Projects 

•  80  Natoma,  San  Francisco  — 

Residential  condos/mixed-use 
complex.  46  stories,  700,000  sf 
Preconstruction. 

•  California  Academy  of 
Sciences,  San  Francisco  — 
Natural  science  museum  with 
aquarium  and  planetarium. 
410,000  sf.  Preconstruction. 

•  Wilshire  Malcolm 
Condominiums,  Los 
Angeles—  Condominium 
complex.  23-stories, 
424,000  sf. 
Preconstruction. 

•  Mission  Place,  San 
Francisco  —  Residential 
apartments/mixed-use 
complex.  8  towers, 
750,000  sf.  Under 
Construction. 

•  St.  Regis  Museum  Tower, 
San  Francisco  — 
Five-Star  hotel 

and  luxury  condominium 
complex.  42  stories, 
750,000  sf.  Under 
construction.  2 


divisions  can  offer  a 
wealth  of  expertise  and  t 
cost-saving  innovations.} 

•  Webcor  Concrete  —  " 

hands  on  builders  provirj 
innovative  solutions 

•  Webcor  Interior 
Construction  Group-,. 

a  blend  of  efficiency  an(A 
quality  where  details  m< 
the  difference 

•  Webcor  Technologies 

—  building  a  faster 
process  with  smarter  to' 

Oracle  World  Headquarters,  Redwood  City,  3  million  square  feet         The  Right  Tools  • 

at  the  Right  Tirna 

Webcor  has  become  known  as  ti# 
technology  leader  in  an  industry  that » 
has  typically  lagged  in  technology  use: 
By  continually  adding  new  technologic 
they  streamline  their  operations,  worM 
more  productively  and  save  clients  boi 
time  and  money. 


to  more  than  50  million  square  feet 
of  completed  projects  and  over  $1 .3 
billion  in  open  contracts. 


Starting  Off  Right 
for  a  Winning  Finish 

Knowing  that  the  greatest  cost 
savings  can  be  generated  during  the 
preconstruction  phase,  Webcor  works 
closely  with  the  project  team  as  early  as 
possible.  By  evaluating  design  criteria, 
they  help  identify  the  most  cost-effective 
means  of  accomplishing  the  client's 
objectives.  Webcor's  extensive  experi- 
ence with  building  systems  and 
materials  enables  them  to  recommend 
new  and  innovative  ideas  that  provide  a 
direct  benefit  to  the 
performance  and 
cost  of  each  new 
building. 

Expert  Teams 
at  Every  Turn 

A  key  to 
Webcor's  success 
is  the  quality  of  the 
people  on  their 
team  —  from 
principals  who  take 
an  active  role  on 
every  project,  to 
their  site  superin- 
tendents. Their 
specialized  project 


Industry  Leader 

Enjoys  Continued  Succes: 

Consistently  ranked  among  the 
Forbes  500  largest  privately  owned 
companies  and  the  ENR  Top  400 
General  Contractors,  Webcor  has  Ion 
been  recognized  as  a  leader  in  com- 
mercial construction.  However,  the  b( 
testament  to  their  expertise  is  their  m 
ly  satisfied  clients  who  have  repeateel 
chosen  to  negotiate  their  new  project] 
with  Webcor. 


?SflMfcH>  ..a* 

Regis  Museum  Tower, 
San  1  rancisco,  42  stories 

San  Mateo  |  San  Francisco  |  Los  Anj 
In  San  Mateo  -  (650)  349-27: 
www.webcor.com 
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MBH  Architects  Discerns 

Clients7  Needs,  Provides 

Elegant  Solutions 


Architecture  is  the  precise  art  of 
ng  a  multitude  of  various  building 
jrials  into  living,  breathing  spaces 
re  people  live,  work  and  play. 
In  the  Bay  Area.  MBH  Architects 
established  itself  as  an  artist, 
[perhaps  more  important,  as  a 
iborator  with  clients  and  partners 
jfining  and  realizing  their  vision, 
is  sound  business  and  at  MBH 
the  driving  force  behind  good 
litecture  and  design. 
"We  hold  design  as  an  important 
integral  part  of  the  practice,"  says 
i  McNulty,  a  founding  principal,  "but 
lot  the  shining  star." 
Other  elements  coalesce  into 
3ing  that  shining  star.  These  include 
set  management  and  client  service, 
:h  boils  down  to  careful  listening  to 
takeholders  in  the  building  endeavor. 
1BH,  the  work  process  involves 
jmbling  the  right  team  of  people 
will  all  pull  in  the  right  direction. 


Marriott's  Newport  Coast  Villas 
Neivport  Beach,  California 


m 


'   M*'F 


P.F.  Chang's  China  Bistro 
Palo  Alto,  California 


lulty  credits  the  firm's  other  principals, 
nis  Heath,  F.  Clay  Fry  and  Joseph 
irt,  along  with  some  140  others  who 
<  in  the  Alameda  and  Newport 
es,  with  MBH's  success. 
The  firm,  he  says,  doesn't  have 
single  signature  design  style.  It's 
er  a  matter  of  what  the  client 
ds,  how  the  project  accomplishes 
itended  purposes  and  how  it  adds 
s  neighborhood.  This  applies  to 


both  new  buildings  and  to  graceful 
renovations  of  old  ones. 

In  many  ways  MBH  is  more  than 
an  architecture  firm  —  it  is  the 

guardian  of  retail  brand  image. 
The  firm  has  built  Target,  Gap, 
Williams-Sonoma,  Pottery  Barn, 
Old  Navy  and  Best  Buy  stores, 
with  their  instantly  recognizable 
features,  throughout  the  United 
States.  Other  retail  stores  in  the 
firm's  portfolio  include  J.  Crew 
in  Los  Angeles  and  the  flagship 
Broadway  Soho  Express  in 
New  York. 

Much  of  MBH  Architects' 
work  is  in  the  business  arena. 
Additional  commercial  projects 
include  Broadway  Plaza  in  Walnut 
Creek,  San  Francisco  Wax 
Museum,  Kaiser  Permanente's 
~~     new  home  at  Serramonte 
Corporate  Center  in  Daly  City,  interiors 
at  Motorola  Corporation,  Hilton  Grand 
Vacations  Club  in  Las  Vegas,  Nevada, 
and  Marriott's  Newport  Coast  Villas 
Timeshare  Resort  in  Southern 
California. 

Restaurants  are  an  impressive 
specialty  of  this  design  practice.  Bay 
Area  people  who  have  dined  at 
Momo's  San  Francisco  Bar  &  Grill 
or  lifted  a  glass  at  one  of  the  many 


P.F.  Chang's  China 
Bistros  have  seen  the 
firm's  work  up  close. 

The  most 
intimate  association 
most  people  have 
with  architecture  is  in 
the  places  they  live. 
MBH  is  accomplished 
at  creating  remark- 
able residential 
spaces  in  building 
renovation  and 
new-construction 
projects,  with  some 
sites  that  combine 
both  facets.  The 
firm  proudly  points 
^___^^^_     to  many  showcase 

properties  in 
San  Francisco,  such  as  the  North 
Beach  Malt  House,  Embarcadero 
Lofts,  the  Village  at  Petrini  Place  and 
Brannan  Square. 

Across  the  cities  of  the  Bay  Area, 
the  state  of  California,  and  the  entire 
country,  MBH  Architects  produces  its 
artworks  to  serve  people. 

Please  visit  the  website  at 
wiviv.mbharcli.com  for  more  information. 


MBH  Architects 

1115  Atlantic  Avenue 

Alameda,  CA  94501 

(510)  865-8663 

1300  Dove  Street,  Suite  100 

Newport  Beach,  CA  92660 

(949)  757-3240 
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The  Union  Free  Privilege 

Adams,  Nash,  Haskell  &  Sheridan 
Protects  the  Sovereignty  of  Employers 


business  Profiles 


1 


"The  employer  who  lias  an  honest, 
well-intentioned  and  decent  attitude 
toward  his  employees  has  a  foundation 
which  will  make  union  organizing  of  his 
business  entity  unlikely." 

—  From  The  Union  live  Privilege™  in  a 

Reengineered  Work!  by  William  R.  Adams  of 

Adams,  Nash,  Haskell  &  Sheridan 

These  are  difficult  times  for 
employer-employee  relations.  The 
Enron,  WorldCom  and  other  corporate 
scandals  have  led  to  widespread 
distrust  between  employers  and 
employees.  And  the  recent  rash  of 
mergers,  acquisitions,  downsizings  and 
other  workplace  upheavals  has  been 
equally  trying. 

That's  why  today,  more  than  ever, 
employers  cannot  take  the  "union  free 
privilege"  for  granted.  Enter  Adams, 
Nash,  Haskell  &  Sheridan,  specialists  in 
managing  change  in  the  workplace  and 
longtime'  leaders  in  employee  and  labor 
relations  consulting. 


51.5 


1998   1999   2000   2001   2002 

•-  Percent  of  Elections  Wen  by  Union 
♦-Percent  of  Private  Sect     Workforce  Unionized 


"Unions 
percent  of  the  | 
force,  but  they'r 
percentage  of  NL 
means  the  employer . 
petition  today  is  in  consi 
explains  Adams. 


"Communicating  effective 
with  employees  is  a  vitally 
important  component  in 
not  only  preserving  the  j 
union  free  privilege  but  inl 
winning  NLRB  elections.  I 
The  problem  is  many 
organizations  don't 
take  communication  very3 
seriously.  Since  everyone 
communicates  in  one  forr 
or  another,  it's  difficult  to 
picture  communication  as 
a  discipline  with  rules  tha 
can  impact  desired  result! 
says  Jack  Haskell. 


With  over  30  years'  experience  in 
union  avoidance,  the  firm  provides  a  wide 
range  of  services  aimed  at  fostering  posi- 
tive relationships  between  employers  and 
employees.  Clients  benefit  from  the  col- 
lective knowledge  of  experts  in  labor  and 
employee  relations,  human  resources, 
healthcare,  labor  law  and  more. 

Ideally,  Adams,  Nash,  Haskell 
&  Sheridan  is  able  to  stave  off  union 
activity  before  it  begins  through  proac- 
tive employee  relations  programs. 

"Employers  get  into  trouble  when 
employees  feel  angry  and  distrustful 
toward  their  boss  or  company,"  says  Jack 
Haskell  of  the  firm's  Hartford  office.  "If 
they  get  frustrated  enough,  they  may  ask 
a  union  to  deal  with  their  employer  on 
their  behalf.  We  do  everything  possible  to 
prevent  that  from  happening.  You  can't 
lose  a  union  election  that  doesn't  occur. 

"Using  employee  opinion  surveys 
and  other  means,  we  identify  areas  of 
concern  and  then  help  employers  improve 
the  work  environment.  A  well-orchestrated 
employee  communications  plan  is  crucial 
to  the  success  of  such  efforts." 

Although  the  paramount  goal  is  to 
avoid  legal  action,  that  is  not  always 
possible.  Fortunately,  Adams,  Nash, 
Haskell  &  Sheridan  has  an  excellent 
track  record  in  helping  clients  win  NLRB 
elections.  "Our  win  rate  is  88  percent," 
says  Adams,  "compared  to  employers' 
overall  win  rate  of  roughly  44  percent." 


Countering  the  Union's 
"Corporate  Campaign'' 

"Unions  now  use  unconventional 
weapons  to  achieve  their  goals. 
Employers  who  are  not  prepared  for 
'Corporate  Campaigns'  will  succumb  tc 
these  new  tactics,"  Adams  says.  "We 
know  how  to  counter  the  dirty  tricks." 

With  offices  in  Boston,  Charlotte, 
Chicago,  Cincinnati,  Cleveland, 
Hartford,  Los  Angeles,  New  York  City 
and  Sarasota,  Adams,  Nash,  Haskell  I 
Sheridan  has  worked  with  clients  in 
nearly  every  state.  The  firm  has  helpet 
major  employers  —  and  small  compa- 
nies, too  —  weather  employee  relatior 
crises  and  avoid  unionization.  Clients 
include  well-known  companies  in 
healthcare,  insurance,  manufacturing, 
hospitality,  telecommunications,  broad 
casting  and  other  industries. 


I 


Adams,  Nash,  Haskell  &  Sherid 
www.anh.com  |  1-800-237-394 

Boston    Charlotte    Chicago  -  Cincinnati    Clevtffl 
Evansville    Hartford    Los  Angeles-  New  York  -  Sara 
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^your  insurance  broker 

focused  on  your  risks... 

or  its  own? 


Quarterly  earning  reports,  share 
reciation.  short-term  results  — 
these  the  factors  that  drive  your 
irance  brokers  decisions?  Unlike 
ly  of  the  large,  publicly-traded 
irance  brokers.  Woodruff-Sawyer 
ises  on  keeping  its  clients'  interests 

and  foremost. 

ient  Advocate 

"Being  an  Employee  Stock 
nership  Plan  (ESOP)  company,  our 
reholders  are  the  very  same  people 
»  consult  with  and  serve  our  clients." 
lains  Susan  Hunt.  President  of 
xlruff- Sawyer.  "We  understand  the 
le  of  client  satisfaction  and  the  role 
ays  m  our  success.  We  have  the 
antage  of  being  able  to  take  a 
j-term  perspective  in  developing 
jtions  and  programs  for  our  clients 

are  dedicated  to  building  strong, 
ing  relationships." 

According  to  Douglas  J.  Morton, 
lirman.  Woodruff-Sawyer  views 
If  as  a  fierce  client  advocate. 
s  have  a  very  distinct  style  whereby 
partner  with  our  clients  to  identify 
ir  key  risks  and  implement  systems 
educe  or  avoid  the  chance  of 
ation  and  loss.  With  these  systems 
•lace,  not  only  are  our  clients  in 
lore  powerful  bargaining  position, 
we  can  aggressively  market  their 
mgths  to  the  underwriters  to  get  the 
/  best  results." 


Local  Strength, 
Global  Leadership 

Woodruff-Sawyer  believes  its 
commitment  to  service  is.  and  has 
been,  one  of  the  key 
factors  that  differentiates 
it  from  other  brokerage 
firms  and  contributes  to 
its  success.  It  also 
allows  them  to  remain 
independent  in  an 
environment  of 
consolidations  and 
mergers.  The  eighty- 
five-year-old  firm  is  one 
of  the  largest  privately 
held  brokerage  firms  in 
the  US 

The  Tillinghast- 
Towers  Perrin  Survey  on 
directors  and  officers 
(D&O)  insurance  has 
ranked  Woodruff-Sawyer 
number  one  in  the 
nation  for  the  past  three 
years.  The  survey  also 
named  Woodruff-Sawyer 
the  largest  broker  in  the 
technology  industry, 
construction  &  real 
estate,  and  education 
categories.    . 

"Woodruff-Sawyer 
serves  the  business 
community  worldwide." 
notes  Stan  Loar.  CEO.  ^____ 

Our  comprehensive 
network  of  global  partners  and  consult- 
ants enables  us  to  provide  clients  with 
the  highest  level  of  local  expertise."  The 
firm  not  only  belongs  to  Assurex  Global 


and  IBN  (the  International  Benefits 
Network),  but  its  senior  executives  hold 
leadership  positions  in  these  two  major 
international  alliances. 


LtfA  Woodruff-Sawyer  &  Co. 

^^^►^  an   Assurex    Global   Partner 


Insurance  |  Risk  Management  |  Employee  Benefits 

220  Bush  Street,  7th  Floor. 
San  Francisco,  CA  94104 
415.391.2141 
www.woodruff-sawyer.com 


Woodruff-Sawyer  &  Co.  makes  client  satisfaction 

its  top  priority.  Pictured  (I  to  r)  are  CEO  Stan  Loar, 

Chairman  Douglas  /.  Morton  and  President  Susan  Hunt. 


Focus  on  Independence 

Resisting  the  pressure  to  merge 
with  larger  national  companies, 
Woodruff-Sawyer  has  guarded  its  inde- 
pendent status.  "The  diversity  and 
experience  of  our  staff  along  with  their 
entrepreneurial  spirit  has  enabled  us  to 
address  issues  creatively  and  quickly," 
says  Lisa  Brinkmann,  Chief  Operating 
Officer.  Unburdened  by  layers  of  bureau- 
cracy, the  firm  can  more  rapidly  develop 
solutions  and  roll  them  out  to  clients. 

"We  don't  try  to  be  all  things  to  all 
people,"  says  Hunt.  "We  focus  on  doing 
what  we  do  best... with  excellence.  It's 
what  makes  us  the  clear,  best  choice  in 
our  industry." 
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Preston  Gates  &  Ellis  LLP 

National  Patent  Litigation  Practice 
Leveraging  Technology,  Experience  and  Innovation 


When  Michael  Bettinger,  head 
of  the  patent  litigation  practice  at 
Preston  Gates  &  Ellis  LLP,  needed  to 
demonstrate  to  a  federal  jury  sitting  in 
Boston  how  his  client's  radiation  therapy 
technology  differed  from  his  opponent's, 
he  employed  a  simple  yet  powerful 
visual  aid.  Using  real  fruit,  he  compared 
a  single  slice  (representing  the 
competitor's  2-D  imaging  capability) 
to  an  entire  lemon  (representing  his 
client's  3-D  technology). 

Bettinger  and  his  team  understood 
the  complex  science  behind  the  client's 
technology  and  were  able  to  clearly, 
creatively  and  convincingly  communicate 
the  issues  to  the  jury.  The  jury  found  that 
the  client,  Zmed's  SonArray  System, 
was  not  infringing  upon  the  competitor's 
patent,  and  awarded  a  complete  defense 
verdict  to  the  Boston-based  medical 
imaging  developer.  "This  was  a 
bet-the-company  lawsuit  filed  by  our 
principal  competitor,"  says  Marc 
Buntaine,  president  and  CEO  of 
Zmed,  Inc.  "We  knew  we  were  right,  but 
having  a  team  with  the  experience  and 
drive  of  Preston  Gates  ensured  our  win." 

Patent  Litigators  Who 
Understand  Technology 

Clients  have  come  to  expect 
innovative  and  technologically  savvy 
representation  from  Preston  Gates. 
With  a  national  patent  litigation  practice 
stretching  from  coast-to-coast,  Preston 
Gates  has  a  proven  track  record  of 


Partner*  Kirk  A.  Dublin  and 
Michael  J.  Bettinger  (left  to  right) 


success  —  including  victories  in  sev- 
eral seminal  cases  in  the  computer 
industry.  The  team  has  successfully 
represented  clients  in  patent  litigation 
cases  in  dozens  of  federal  and  state 
courts,  as  well  as  the  International 
Trade  Commission. 

Many  members  of  Preston  Gates' 
patent  litigation  team  have  advanced 
technology  degrees  in  disciplines  such 
as  computer  science,  chemistry,  biolo- 
gy and  engineering  and  are  members 
of  the  patent  bar.  This  background, 
combined  with  extensive  complex 
patent  litigation  experience,  offers  a 
formidable  advantage  to  clients  in  the 
software,  hardware,  telecommunica- 
tions, life  sciences,  wireless  and 
semi-conductor  industries. 

Blazing  a  Trail  in 
Electronic  Discovery 
to  Save  Clients  Time 
and  Money 

In  addition  to  understanding  the 
technology  in  our  patent  litigation 
cases,  we  understand,  develop  and  use 
technology  to  save  our  clients  time  and 
money.  In  fact,  Preston  Gates'  Document 
Analysis  Technology  Group  (DATG) 
helped  pioneer  an  advanced  document 
mapping  program  that  has  significantly 
reduced  legal  expenses  for  many  of  the 
firm's  litigation  clients. 

Widespread  use  of  email  and 
inexpensive  digital  storage  technology 
has  resulted  in  massive  accumulation 
of  electronic  documents  often  needed 
to  respond  to  litigation,  government 
requests  or  internal  investigations. 
Standard  methods  of  reviewing  and  iden- 
tifying specific  documents  needed  can 
be  very  time-consuming  and  expensive. 
DATG's  program  and  dedicated  group  of 
legal  staff  combine  to  streamline  the 
process,  offer  up-front  cost  predictability 
and  often  dramatically  decrease  the  cost 
of  document  review. 


Partners  Helen  Bergman  Moure,  Martha  J. 
Dawson  and  Martin  F.  Smith  (left  to  right) 


According  to  Martha  Dawson, 
practice  group  chair  and  a  partner  in 
Preston  Gates'  litigation  department, 
"Before  our  lawyers  begin  work,  the 
client  knows  the  cost  of  the  initial  review 
typically  the  largest  component  of  docu- 
ment discovery,  because  our  fee  for  that 
phase  of  electronic  document  productior 
is  volume-based  and  capped."  Large- 
scale  reviews  are  routine.  "In  the  first 
six  months  of  this  year,"  says  Dawson, 
"we  processed  about  2.000  gigabytes 
of  electronic  documents,  which  equals 
approximately  100  million  pages  of  papf 
documents."  In  addition  to  serving 
Preston  Gates'  clients,  DATG  often  is 
hired  as  special  counsel  on  document 
discovery  by  other  law  firms  due  to  the 
cost  and  time  savings  it  can  provide. 

Experienced  lawyers  who  understand 

your  business,  comprehensive  services, 

a  culture  of  advanced  technology,  creative 

representation  and  the  capacity  to  handle 

large-scale  matters  combine  to  lead  major 

companies  nationwide  to  rely  on  Preston 

Gates.  For  additional  information,  visit 

www.prestongates.  com. 


PrestonlGateslEIMs 


LLP 


www.prestongates.com 


Anchorage       Coeur  d'Alene 

San  Francisco         Seattle 


Hone;  Kong 


Orange  County    j    Portlar 


Spokane        Washington,  DC 
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Countless  Challenges.  Unlimited  Solutions. 


Congratulations  to  the  Laureates  of 

THE  TECH  MUSEUM  AWARDS  2003 


Technology  Benefiting  Humanity 


Presented  by  Applied  Materials,  Inc 


The  NASDAQ  Stock  Market 
Education  Award  Laureates 

Computers  for  Youth 

Equal  Access 

Brij  Kothari,  Indian  Institute  of 

Management  -Ahmcdabad 
Alexander  E.  MacDonald,  NOAA 

Forecast  Systems  Laboratory 
Omar  Dengo  Foundation 


Knight  Ridder 

Equality  Award  Laureates 

The  Benetech  Initiative 

The  Boston  Foundation 
League  of  Women  Voters 

ol  (  .iliturnia 
Radio  News  Agency  68H 
WITNESS 


Intel 

Environment  Award  Laureates 

[ftekhar  Enayetullah  and 

Maqsood  Sinha,  Waste  Concern 
Environmental  Defense 
Imbibitivc  Technologies 
INBk. 
James  I).  Spinhirnc,  NASA  Goddard 

Space  Flight  Center 


Accenture 

Economic  Development  Award  Laureates 

Bombas  de  Mecate 

EcoSystems 

Lee  Fclsenstein,  Jhai  Foundation 

Gram  Vikas 

Grupo  Sofonias 


Health  Award  Laureates 

AfriAfya 

Center  for  Biomolecular  Science  and 

Engineering,  UC  Santa  Cruz 
Institute  for  OncWorld  Health 
PATH 
The  Smile  Train 


In  2000,  The  United  Nations  identified  and  charged  its  members  with  solving  the 
eight  most  urgent  global  challenges  facing  humanity  by  2015.  Each  year,  The  Tech  Museum 
Awards  honor  those  who  are  using  technology  to  address  these  challenges.  This  year,  more 
than  500  nominations  were  submitted  from  70  countries.  25  Laureates  were  selected. 
On  October  15,  five  recipients  will  be  awarded  a  total  of  $250,000. 


* 


TheTech 


For  more  information  on  The  Tech  Museum  Awards  or  to 
purchase  tables  or  tickets  to  the  Awards  Gala  please  call 
408-795-6314  or  visit  http://techawards.thetech.org. 
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Near  Misses 


like  one-legged  rookie  Zach  Gowan;  new 
deal  with  UPN  will  keep  his  SmackDown 
on  the  air  for  another  3  years.  Recently 
lost  WWF  copyright  to  World  Wildlife 
Fund;  company  now  dubbed  World 
Wrestling  Entertainment. 

Lawrence  Flinn  Jr. 

$575  million 

Satellite  TV.  Hobe  Sound,  Via. 
68.  Married,  3  children 
Yale;  Columbia  M.B.A.;  got  start  at  invest- 
ment bank  Morgan  Stanley,  spent  35  years 
in  cable  television.  Created  electronic  chan- 
nel listings  service  Prevue  Guide.  Sold 
United  Video  Satellite  Group  to  TCI  cable 
for  stock,  held  on  through  AT&T  merger, 
but  sold  out  after  2001  cable  collapse. 
Claims  to  have  reinvested  much  in  tech 
stocks,  got  hammered  again.  Worth  $2  bil- 
lion just  a  few  years  ago,  insists  recent  losses 
drop  his  net  worth  well  below  $300  mil- 
lion: "S—  happens." 


William  Pennington 

$555  million 

Casinos.  Reno,  Nev. 
80.  Married,  2  children 
Took  over  casino  giant  Circus  Circus  in  1974 
with  partner  William  Bennett  (d.  2003),  grew 
business  by  catering  to  local  clientele,  mid- 
dle-class tourists:  lots  of  slot  machines,  cheap 
buffets.  Former  World  War  II  bomber  pilot 
retired  in  1988,  sold  remaining  stake  in  mid- 
1990s.  Spends  time  boating,  trapshooting. 


James  Lee  Clayton 

$555  million 

Mobile  Homes.  Knoxville,  Tenn. 
69.  Twice  divorced,  remarried;  4  children 
Sharecropper's  son  bought  used-car  lot  at 
age  22;  broke  by  27.  Started  making  mobile 
homes  in  1966;  took  Clayton  Homes  public 
in  1983.  Now  trying  to  sell  company  to  Berk- 
shire Hathaway:  shareholders  approved 
Warren  Buffett's  (see)  $1.7  billion  all-cash 


offer  by  narrow  margin  in  late  July,  but  dis 
senting  shareholders  taking  fight  to  court. 


Sergey  Brin 

$550  million 

Google.  Mountain  View,  Calif. 

30.  Single 


Larry  Page 

$550  million 
Google.  Mountain  View,  Calif. 
30.  Single 

Stanford  grad  pals  created  Internet  seard 
engine  Google  in  late  1990s.  Name  popu 
larly  used  as  verb,  scours  content  fror 
more  than  3  billion  Web  sites.  Long-terr 
goal:  index  all  the  world's  public  informa 
tion.  Strong  advertising  revenue:  10  con 
secutive  profitable  quarters.  Vast  interej 
from  Wall  Street,  but  no  IPO  on  the  hori 
zon.  Duo  raised  $25  million  from  ventur 
capital  firms  1999,  partners'  stake  wort 
more  than  $1  billion. 


DIED 

Annenberg,  Walter  Hubert 

publishing 

Bennett,  William  Gordon 

investments 

Binger,  Virginia  McKnight 

3M 

Boudjakdji,  Millicent  V. 

inheritance 

Gaylord,  Edward  Lewis 

media 

LeFrak,  Samuel  J. 

real  estate 

Lerner,  Alfred 

MBNA 

Levy,  Leon 

money  manager 

Magness,  Kim 

cable  television 

McCaw,  Keith 

telecom 

McCormack,  Mark 

sports  management 


John  L 
Doerr. 


LEFT  BEHIND 


Clayton,  James  Lee 

mobile  homes 

Doerr,  L.  John 

venture  capital 

Flinn,  Lawrence  Jr. 

media 

Galvin,  Robert  William 

Motorola 

Heinz,  Teresa  F. 

inheritance 

Hitch,  Michael 

pizza 


Johnston,  Summerfield  K.  Jr. 

Coca-Cola 

Litwin,  Leonard 

real  estate 

Maughan,  Rex 

Forever  Living 

McMahon,  Vincent  K. 

wrestling 

Merage,  David 

Hot  Pockets 

Merage,  Paul 

Hot  Pockets 

Miller,  Sydell 

hair  care 

Park,  Raymond  P. 

industrialist 

Saperstein,  David  I. 

radio 

Shirley,  Jon 

Microsoft 

Stowers,  James  E.  Jr. 

money  management 

Subotnick,  Stuart 

media 

Tow,  Leonard 

cable  television 

Winnick,  Gary 

Global  Crossing 
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Name                                    Page 

Rank 

A 

Abele.  John  E.                           224 
medical  devices.  ($3.9  BILLION) 

44 

Abraham,  S.  Daniel                     240 
Slim-Fast.  ($1.8  BILLION) 

III 

Abramson,  Leonard                    228 
Aetna.  ($775  MILLION) 

328 

Adeison,  Sheldon                       258 

casinos,  hotels.  ($1.8  BILLION) 

III 

Allen,  Herbert  Anthony  Jr.           180 
finance.  ($1.8  BILLION) 

III 

Allen,  Paul  Gardner                    140 

Microsoft,  investments.  ($22.0  BILLION) 

3 

Anderson,  John  Edward              240          244 
beverage  distribution,  real  estate.  ($1.0  BILLION) 

Annenberg,  Leonore*                161 
inheritance.  ($2.0  BILLION) 

95 

Anschutz,  Philip  F.                      250 
Qwest  Communications.  ($5.0  BILLION) 

33 

Anselmo,  Mary                          150 
PanAmSat.  ($860  MILLION) 

305 

Ansin,  Edmund  Newton               168 
TV  stations.  ($950  MILLION) 

283 

Anthony,  Barbara  Cox                 154 
Cox  Communications.  ($11.0  BILLION) 

12 

Argyros,  George  Leon                 200 
investments.  ($980  MILLION) 

265 

Arison,  Micky                           210 
inheritance,  cruise  ships.  ($4.4  BILLION) 

39 

Anillaga,  John                          198 
real  estate.  ($1.1  BILLION) 

224 

B 

Bailey,  Thomas                          186 
Janus  Funds.  ($975  MILLION) 

266 

Baker,  Jay  H.                            236 
Kohl's.  ($610  MILLION) 

393 

Ballmer,  Steven  Anthony             144 
Microsoft.  ($12.2  BILLION) 

II 

Bass,  Edward  Perry                    252 
oil,  investments.  ($810  MILLION) 

315 

Bass,  Lee  Marshall                    252 
oil,  investments.  ($1.4  BILLION) 

162 

Bass,  Perry  Richardson               252 

oil,  investments.  ($720  MILLION) 

353 

Bass,  Robert  Muse                     250 
oil,  investments.  ($2.6  BILLION) 

68 

Bass,  Sid  Richardson                 252 

oil,  investments.  ($1.1  BILLION) 

224 

Batten,  Frank  Sr                        162 
media.  ($1.5  BILLION) 

140 

Bechtel,  Riley  P                          256 
engineering,  construction.  ($3.2  BILLION) 

51 

Bechtel,  Stephen  Davison  Jr.        256 
engineering,  construction.  ($3.2  BILLION) 

51 

Index 


Name 


Page 


Rank 


Beck,  Nancy  Lemer* 
inheritance.  ($1.3  BILLION) 


210 


179 


Berg,  Carl  Edwin  198  195 

real  estate,  venture  capital.  ($1.2  BILLION) 


Bezos,  Jeffrey  P. 
Amazon.com.  ($5.1  BILLION) 


144 


32 


Bisciotti,  Stephen  J.  0  219  388 

outsourcing,  football.  ($625  MILLION) 


Blank,  Arthur  M. 

Home  Depot.  ($1.1  BILLION) 


234 


224 


Bloomberg,  Michael  Rubens 
Bloomberg  L.P.  ($4.9  BILLION) 


156 


36 


Bluhm,  Neil  Gary 

real  estate.  ($1.0  BILLION) 


200 


244 


Booth,  Franklin  Otis  Jr. 

investments.  ($1.5  BILLION) 


180 


140 


Bose,  Amar  Gopal 
Bose.  ($800  MILLION) 


246 


318 


Bowes,  William  188  294 

venture  capital.  ($900  MILLION) 

Boyle,  Timothy  232  318 

Columbia  Sportswear.  ($800  MILLION) 


Bren,  Donald  L. 

real  estate.  ($4.0  BILLION) 


196 


40 


Broad,  Eli  176  45 

home  building,  financial  services.  ($3.8  BILLION) 


Bronfman,  Edgar  M.  Sr. 

liquor.  ($2.4  BILLION) 


238 


76 


Brown,  John  W.  228  347 

medical  equipment.  ($740  MILLION) 


Buffett,  Susan  Thompson 

marriage.  ($2.6  BILLION) 


177 


68 


Buffett,  Warren  Edward               140               2 
Berkshire  Hathaway.  ($36.0  BILLION) 

Burkle,  Ronald  180  III 

supermarkets,  investments.  ($1.8  BILLION) 

Burrell,  Gary  L*                      246           315 
navigation  equipment.  ($810  MILLION) 

Butler,  Sarah  Turner  242  353 

inheritance.  ($720  MILLION) 


Butt,  Charles  C. 

supermarkets.  ($2.3  BILLION) 


240 


78 


Cargill,  James  R, 
inheritance.  ($1.5  BILLION) 


260 


140 


Cargill,  Margaret  Anne 
inheritance.  ($1.5  BILLION) 


260 


140 


Carsey,  Marcy 

television.  ($600  MILLION) 


170 


396 


Casden,  Alan  I. 

real  estate.  ($775  MILLION) 


202 


328 


Case,  Stephen  M.  0                   170           393 
AOL  Time  Warner.  ($610  MILLION) 

Chace.  Malcolm  III  &  family         188  289 

Berkshire  Hathaway.  ($935  MILLION) 


Name 

Page 

Ran] 

'Chambers.  Anne  Cox                   154              1 
Cox  Communications.  ($11.0  BILLION) 

Chemick,  Aubrey 
software.  ($600  MILLION) 

152 

3S 

Clark,  James  H. 

Netscape.  ($700  MILLION) 

152 

35 

Cohen,  Steven  A.* 

hedge  funds.  ($1.0  BILLION) 

186 

24 

Comer,  Gary  Campbell 

Lands'  End.  ($1.0  BILLION) 

232 

2^ 

Congel,  Robert  J. 

shopping  centers. 
($700  MILLION) 

202 

3? 

• 

i 

Connell,  Graver 

real  estate,  equipment  leasing. 
($800  MILLION) 

264 

3i 

1 

Connor,  William  E.  II 

exports.  ($900  MILLION) 

264 

2! 

Cook,  Scott  D. 
Intuit.  ($1.0  BILLION) 

150 

2< 

Cook,  William  Alfred 

medical  devices.  ($3.1  BILLION) 

224 

ii 

1 

Cooke,  Phoebe  Hearst 

inheritance.  ($1.2  BILLION) 

164 

l! 

Copley,  Helen  K. 

newspapers.  ($960  MILLION) 

168 

2T 

i 

Com,  Elizabeth  Turner               242 
Coca-Cola  inheritance.  ($720  MILLION) 

I 

Crown,  Lester  &  family 

investments.  ($3.2  BILLION) 

177 

Cuban,  Mark 

Broadcast.com.  ($1.3  BILLION) 

212 

1 

D 

Davidson,  William  Morse 
glassmaking.  ($1.9  BILLION) 

212 

II 

Davis,  Marvin  H. 

investments.  ($4.7  BILLION) 

250 

: 

Day,  Robert  Addison  0                190 
money  management.  ($700  MILLION) 

3 

DeVos,  Richard  M. 

Alticor.  ($1.7  BILLION) 

258 

I 

DeBartolo,  Edward  John  Jr.         200 

shopping  centers.  ($990  MILLION) 

2 

Dedman,  Nancy  &  family 
country  clubs.  ($870  MILLION) 

264 

3 

DeHaan,  Christel 

time  shares.  ($740  MILLION) 

266 

3 

Dell,  Michael 

Dell  Computer.  ($13.0  BILLION) 

142 

Diller.  Barry 

media.  ($1.6  BILLION) 

162 

" 

Disney,  Roy  Edward 

Walt  Disney.  ($900  MILLION) 

168 

2 

Dolan,  Charles  Francis  0 
cable  TV.  ($1.4  BILLION) 

164 

1 
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SPECIAL  ADVERTISING  SECTION 


HONGKONG 

ying  High  Again 

h  SARS  beaten,  Hong  Kong  has  recovered  strongly, 
difying  its  status  as  Asia's  leading  business  center. 


e  SARS  outbreak  hit  Hong  Kong's  economy  hard.  At  the 
it  of  the  crisis  in  mid-May,  the  airport  was  handling  less  than 
30  travelers  a  day,  a  fifth  of  normal.  In  the  first  half  of  2003, 
enger  numbers  on  locally  based  Cathay  Pacific  Airways  fell 
!.3%,  compared  with  the  same  period  last 
But  since  beating  the  disease  in  June, 
g  Kong  has  rebounded.  Airport  traffic  is 
y  back  to  the  pre-SARS  level,  while  Cathay 
einstated  rts  full  schedule.  The  flow  of  tourists 
mainland  China  has  been  particularly  heavy. 
>ng  Kong's  resilience  underscores  that  problems  such  as  SARS 
leeting,  while  the  city's  strengths  endure.  "We  have  had  our 
e  of  crises  over  the  years,  through  which  we  have  mastered 


:  have  had  our  share  of  crises  over  the  years, 
)ugh  which  we  mastered  the  skills  that  trans- 
ned  us  into  one  of  the  world's  success  stories." 

—  Victor  Fung  Kwok-king,  Chairman, 
Airport  Authority  Hong  Kong 


skills  that  transformed  us  into  one  of  the  world's  success 
les,"  says  Victor  Fung  Kwok-king,  chairman  of  the  Airport 
lority  Hong  Kong.  Throughout  the  SARS  ordeal,  he  notes, 
r  government  remained  totally  transparent,"  freely  sharing 
'mation.This  openness  is  one  of  the  attractions  of  Hong 
3  that  investors  have  long  appreciated, 
ithay  Chairman  James  Hughes-Hallett,  who  is  also  chairman 
/vire  Pacific,  the  carrier's  parent,  is  confident  that  Hong  Kong 
continue  to  be  the  best  place  to  do  business  in  Asia.  Along 
Fung  and  other  corporate  chiefs,  he  serves  as  an  Investment 
notion  Ambassador  for  the  government.  "Hong  Kong  is  the 
sway  to  China,"  the  Swire  taipan  explains.  "Productivity 
s  and  geography  will  ensure  our  blue-riband  status."  Other 
butes  crucial  to  Hong  Kong's  preeminence:  the  rule  of  law, 
efficient  civil  service  and  work  force,  and  the  simple  tax 
tie.  "These  factors  will  keep  our  momentum  building,"  reck- 


ons Hughes-Hallett.  "Despite  popular  myth,  Hong  Kong's  posi- 
tion as  Asia's  leading  financial  center  is  not  under  threat." 

But  Hong  Kong  is  not  resting  on  past  glory.  "As  we  enter  the 
information  era,  Hong  Kong  is  repositioning  itself  to  stay  in  the 


"Despite  popular  myth,  Hong  Kong's  position  as 
Asia's  leading  financial  center  is  not  under  threat. 

—  James  Hughes-Hallett,  Chairman,  Swire  Pacific, 
and  Chairman,  Cathay  Pacific  Airways 


game,"  Fung  asserts.  A  key  part  of  this  strategy  is  to  deepen 
integration  with  the  mainland,  particularly  the  Pearl  River  Delta.  "The 
Hong  Kong-PRD  partnership  has  gone  way  beyond  the  manufac- 
turing of  exports,"  Fung  explains.  "Together, 
we  are  becoming  an  important  service 
center  for  the  global  economy." 

The  government  is  aiming  to  boost  further 
Hong  Kong's  role  as  a  logistics  center 
for  China  and  the  rest  of  Asia.  The  Closer 


Economic  Partnership  Arrangement,  or  CEPA,  an  agreement 
that  extends  market  liberalization  terms  between  Hong  Kong 
and  the  mainland  beyond  the  commitments  China  made  when 
it  joined  the  World  Trade  Organization,  is  expected  to  give  a 
major  boost  to  Hong  Kong-based  companies  providing  services 
across  the  border.  Concludes  Fung:  "Positioning  ourselves  as 
an  information  hub  or  control  room  that  coordinates  trade- 
related  activities  in  the  region  is  the  surest  way  to  maintain  our 
competitive  edge." 

These  efforts  will  be  good  news  for  a  global  group  such  as 
Swire.  Hughes-Hallett  is  naturally  bullish  on  Hong  Kong's  long-term 
economic  prospects.  The  drive  of  the  people  is  inspiring,  he  says. 
And  the  city  is  an  ideal  place  to  live.  "Everything  works  well.  No 
crisis  is  ever  too  difficult  to  surmount."  In  overcoming  SARS, 
Hong  Kong  proved  just  that,  showing  once  again  why  it  remains 
Asia's  business  capital.  ■ 


rest  Hong  Kong  is  the  Hong  Kong  SAR  government  department  set  up  in  July  2000  to  spearhead 
ang  Kong's  efforts  to  attract  foreign  direct  investment.  It  provides  free,  one-stop-shop  services 
to  potential  investors.  Find  out  more  at  www.lnvestHK.gov.hk. 
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Dorrance,  Bennett 
inheritance.  ($1.4  BILLION) 

220 

162 

Druckenmiller,  Stanley 
investments.  ($1.6  BILLION) 

180 

126 

Duffield.  David  A. 
PeopleSoft.  ($1.2  BILLION) 

148 

195 

E 

Earhart,  Anne  Catherine  Getty 
inheritance.  ($775  MILLION) 

254 

328 

Edson,  John  Orin 

leisure  craft.  ($960  MILLION) 

246 

278 

Egan,  Richard  J. 

EMC  Corp.  ($1.3  BILLION) 

148 

179 

Eisner,  Michael  D. 

Walt  Disney.  ($630  MILLION) 

170 

385 

Ellison,  Lawrence  Joseph 
Oracle.  ($18.0  BILLION) 

142 

9 

Emmerson,  Archie  Aldis  "Red"      198 
timber,  lumber  mills.  ($1.2  BILLION) 

195 

Ergen,  Charles 
EchoStar.  ($8.9  BILLION) 

154 

20 

Name 

Page 

Rank 

F 

Farmer,  Richard  T. 
Cintas.  ($1.5  BILLION) 

230 

140 

Feld,  Kenneth                            264 
circus,  entertainment.  ($775  MILLION) 

328 

Field,  Frederick  Woodruff 
media.  ($1.2  BILLION) 

164 

195 

Filo,  David 

Yahoo.  ($1.6  BILLION) 

148 

126 

Fireman,  Paul  Barry  0 
Reebok.  ($780  MILLION) 

232 

326 

Fisher,  Donald  George 
Gap.  ($2.1  BILLION) 

230 

88 

Fisher,  Doris  Feigenbaum 
Gap.  ($2.1  BILLION) 

230 

88 

Fisher,  Max  Martin 
investments.  ($680  MILLION) 

254 

368 

Flatley,  Thomas  John 
real  estate.  ($1.2  BILLION) 

198 

195 

Ford,  Gerald  J. 

banking.  ($1.3  BILLION) 

184 

179 

Name 


Page 


Rat 


Ford,  William  Clay  Sr. 

Ford  Motor  Co.  ($950  MILLION 

217 
) 

21 

Forstmann,  Theodore                  190 
leveraged  buyouts.  ($725  MILLION) 

3! 

France,  James  C. 

auto  racing.  ($1.2  BILLION) 

262 

1! 

France,  William  C.  Jr. 
auto  racing.  ($1.2  BILLION) 

262 

1 

Friedkin,  Thomas 
cars.  ($650  MILLION) 

266 

3 

Frist,  Thomas  F.  Jr.  &  family 
health  care.  ($1.5  BILLION) 

226 

1 

Fung,  Victor 

distribution.  ($1.2  BILLION) 

262 

1 

G 

Gage,  Barbara  Carlson  &  family 
inheritance.  ($1.4  BILLION) 

260 

1 

Gallo,  Ernest 

wine.  ($930  MILLION) 

206 

2 

Gates,  Charles  Cassius  Jr.           246           1 
automotive  products.  ($1.2  BILLION) 

*  New  Entry  0  Returne 


►      HOLD      UP     TO      MIRROR.     ANSWER      HONESTLY,    i 


Soul  searching.  It  starts  with  a  lingering  question.  And  an  answer  you  may  not  like.  But  the  power  to' change  I 
outcome  is  in  your  hands.  Wharton's  executive  education  programs  offer  a  breadth  and  depth  of  knowled 
giving  you  the  ability  to  approach  each  new  challenge  — and  question— with  confidence.  The  right  answers  t| 
change  the  world.  Will  you? 


The  CFO:  Becoming  a  Strategic  Partner 
December  7-  12,  2003 
May  16-21,2004 

Wharton  Fellows:  Master*         hfl  Future 
January  7-9,  2004  (Seattle 
April  25  -  28,  2004  (Los  Ang 


Executive  Development  Program 

January  18-30,  2004 
May  2-14,  2004 

Advanced  Management  Program 

February  1  -  March  5,  2004 
June  6- July  9,  2004 


Wharton 

University  of  Pennsylvania 

Aresty  Institute  of  Executive  Education 


215.898.1776  ext  3253  or  800.255.3932  ext. 
execed.wharton.upenn.edu/3253.cfm 


Warner  dropped  out  of  college  to  sell  Beanie  Babies®. 
Then  Ty  Warner  made  BILLIONS  of  beans. 


A&E  brings  to  life  the  only  list 
with  a  whole  lot  of  zeros. 


brbes 

loo 


INSIDE  THE  RICH  LIST 


n&n 


The  fortunes  are  stunning.  Now  A&E 
reveals  what  makes  their  stories  so 
priceless.  It's  a  collection  of  incredible 
characters,  myths  and  legends  with  one 
commonality — Money!... lots  of  it. 


iE  SPECIAL  PRESENTATION 


mieres  Sunday,  September  28  at  8pm/7c 


»es  is  a  registered  trademark  of  Ty  Inc 
FN.  Photo  Getty  Images 


A 


The  art  of  Entertainment™ 


Name 

Page 

Rank 

Gates,  William  Henry  III 
Microsoft.  ($46.0  BILLION) 

139 

1 

Geffen,  David 

music.  ($4.0  BILLION) 

156 

40 

Gerry,  Alan 

cable  TV.  ($1.1  BILLION) 

166 

224 

Gerstner,  Louis  V.  Jr. 
IBM.  ($600  MILLION) 

152 

396 

Getty,  Caroline  Marie 
inheritance.  ($775  MILLION) 

254 

328 

Getty,  Gordon  Peter 
inheritance.  ($2.1  BILLION) 

206 

88 

Glazer,  Guilford                         200 
shopping  malls.  ($840  MILLION) 

310 

Glazer,  Malcolm 
conglomerate.  ($1.0  BILLION) 

215 

244 

Gold,  David  &  family                  236 
99  Cents  Only  Stores.  ($860  MILLION) 

305 

Goldsbury,  Christopher 

salsa.  ($1.2  BILLION) 

240 

195 

Golisano,  Blase  Thomas 
Paychex.  ($1.6  BILLION) 

258 

126 

Gonda,  Leslie  L. 
leasing.  ($1.3  BILLION) 

258 

179 

Gonda,  Louis  L. 
leasing.  ($1.6  BILLION) 

258 

126 

Goodnight,  James 

SAS  Institute.  ($2.8  BILLION) 

146 

62 

Gores,  Alec                              180 
leveraged  buyouts.  ($1.6  BILLION) 

126 

Gores,  Tom  T.                           180 
leveraged  buyouts.  ($1.6  BILLION) 

126 

Green,  David  * 
retail.  ($1.1  BILLION) 

236 

224 

Green,  Joshua  III 

inheritance,  banking,  real  estate 

192           385 
($630  MILLION) 

Green,  Pincus 
commodities.  ($1.1  BILLION) 

254 

224 

Greenberg.  Maurice  Raymond      224            56 
American  International  Group.  ($3.0  BILLION) 

Griffin,  Ken* 

hedge  funds.  ($650^' !.L!ON) 

192 

377 

H 

Hall,  Donald  Joyce 
Hallmark.  ($1.9  BILLION) 

244 

104 

Hamilton,  Dorrance  Hill 
inheritance.  ($775  MILL!! 

220 

328 

Harbert,  Marguerite 
inheritance.  ($960  MILLION) 

284 

278 

Hascoe,  Norman 
investments.  ($760  MILLION) 

339 

Haworth,  Richard  G. 

office  furniture.  ($600  MILL  i 

39t 

Hearst,  Austin 

inheritance.  ($1.2  BILLION) 

164 

195 
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Hearst.  David  Whitmire  Jr. 
inheritance.  ($1.2  BILLION) 

164 

195 

Hearst,  George  Randolph  Jr. 

inheritance.  ($1.2  BILLION) 

164 

195 

Hearst,  William  Randolph  III 
inheritance.  ($1.3  BILLION) 

164 

179 

Heisley,  Michael  E.  Sr.                217 
manufacturing.  ($850  MILLION) 

308 

Helmsley,  Leona 
inheritance.  ($2.2  BILLION) 

196 

85 

Herb,  Marvin  J.                        242 
soft  drink  bottling.  ($970  MILLION) 

275 

Herma,  John 

Kohl's.  ($770  MILLION) 

236 

337 

Hicks,  Thomas  0.                      219 
leveraged  buyouts.  ($725  MILLION) 

350 

Hillman,  Henry  Lea                     177             62 
industrialist,  venture  capitalist.  ($2.8  BILLION) 

Holding,  Robert  Earl                   254 
oil  refining,  resorts.  ($1.2  BILLION) 

195 

Honickman,  Harold                   242 
soft  drink  bottling.  ($850  MILLION) 

308 

Hostetter,  Amos  Barr  Jr. 
cable  TV.  ($2.1  BILLION) 

161 

88 

Hubbard,  Stanley  Stub 
satellite  TV.  ($1.2  BILLION) 

166 

195 

Hughes,  Bradley  Wayne 
storage.  ($1.8  BILLION) 

220 

III 

Huizenga,  H.  Wayne 
entrepreneur.  ($1.8  BILLION) 

212 

III 

Hunt,  Ray  Lee                          252 

inheritance,  oil,  real  estate.  ($2.3  BILLION 

78 

1 

Huntsman,  Jon  Meade 
chemicals.  ($2.5  BILLION) 

244 

71 

1 

Icahn,  Carl 

investments.  ($7.3  BILLION) 

174 

26 

Ingram,  Martha  R.  &  family 
inheritance.  ($2.3  BILLION) 

256 

78 

J 

Jackson,  Jess  Stonestreet 
wine.  ($1.8  BILLION) 

206 

III 

Jacobs,  Irwin  Mark 
Qualcomm.  ($1.0  BILLION) 

150 

244 

Jacobs,  Jeremy  Maurice  Sr.         222 
sports  concessions.  ($875  MILLION) 

303 

Jamail,  Joseph  Dahr  Jr. 
lawsuits.  ($1.2  BILLION) 

262 

195 

Jannard,  James 
Oakley.  ($1.1  BILLION) 

232 

224 

Jobs.  Steven  Paul                     146 
Apple  Computer.  ($2.3  BILLION) 

78 

Johnson,  Abigail 

mutual  funds.  ($9.8  BILLION) 

174 

18 

Name  Page 

Johnson,  Barbara  Piasecka         224 
inheritance.  ($2.2  BILLION) 

Johnson,  Bobby  Ray  Jr.  0  152 

Foundry  Networks.  ($675  MILLION) 


Johnson,  Charles  Bartlert 
finance.  ($2.0  BILLION) 


178 


Johnson,  Edward  Crosby  III         174 
Fidelity  Investments.  ($4.9  BILLION) 

Johnson,  Robert  L.  164  17! 

Black  Entertainment  Television.  ($1.3  BILLION) 


Johnson,  Rupert  H.  Jr. 

finance.  ($1.6  BILLION) 


178 


Johnson,  Samuel  Curtis  244 

S.C.  Johnson  &  Son.  ($7.4  BILLION) 


Jones,  Jerral  W. 

football,  oil.  ($950  MILLION) 


217 


Jones,  Paul  Tudor  II* 

hedge  funds.  ($650  MILLION) 


192 


Joseph,  George 
insurance.  ($940  MILLION) 


228 


Kaiser,  George  B. 

oil  &  gas,  banking,  real  estate. 
($3.0  BILLION) 


250 


Kao,  Min  H*  246 

navigation  equipment.  ($970  MILLION) 


Katzenberg,  Jeffrey 
movies.  ($800  MILLION) 

168 

31 

Keinath,  Pauline  MacMillan  0 
inheritance.  ($975  MILLION) 

260 

26 

Kellogg,  Peter  R. 
finance.  ($2.0  BILLION) 

178 

9 

Kellogg,  WilliamS. 
Kohl's.  ($1.3  BILLION) 


236 


Kerkorian,  Kirk 
investments.  ($5.0  BILLION) 


176 


Khosla,  Vinod 

Sun  Microsystems,  venture  capital. 

($700  MILLION) 


190 


Kim,  James  &  family 
microchips.  ($1.9  BILLION) 


146 


Kimmel,  Sidney  232 

Jones  Apparel.  ($700  MILLION) 


Kinder,  Richard 
pipelines.  ($1.4  BILLION) 


252 


Kluge,  John  Werner 
Metromedia.  ($10.5  BILLION) 


154 


Knight,  Philip  H. 
Nike.  ($5.8  BILLION) 


230 


Koch,  Charles  De  Ganahl 
oil.  ($4.0  BILLION) 


250 


Koch,  David  Hamilton 
oil.  ($4.0  BILLION) 


250 


Koch,  Frederick  Robinson 
oil.  ($650  MILLION) 


254 


3! 


*  New  Entry  0  Returr  I 


(front).  Verizon  Sales  Engineer  from  Tampa.  Florida. 
aorta  with  The  National  Society  of  Black  Engineers  to  take  students  on 
ItoMytool  nde  at  the  National  Roller  Coaster  Building  Contest. 


R 


w 


Last  year.  Venzon 

'  employees  volunteered  in  18.300  ' 

different  ways.  Throughout  the  country 

we  helped  people  make  progress  in 

areas  ranging  from  literacy  to  acquiring 

job  skills  and  bringing  technology  Into 

their  community.  If  you  or  someone  you 

know  would  like  to  join  us,  please 

contact  us  at  verizon.com/foundation 

for  more  information 

Thanks. 


ver&on 

Make  progress  every  day 


*3  Verizon.  All  rights  reserved. 

;'NFXScreamin'  Serpent  is  a  copyright  design  of  K'NEX  Industries.  Inc.  Used  herein  with  permission. 
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Koch,  William  Ingraham              254 
oil.  ($650  MILLION) 

Kohlberg,  Jerome  Spiegel  Jr.       186 
leveraged  buyouts.  ($1.0  BILLION) 

Kohler,  Herbert  &  family             222 

plumbing  fixtures.  ($1.5  BILLION) 

Kovner,  Bruce                            180 
hedge  funds.  ($1.8  BILLION) 

Krasny,  Michael                        234 
retail.  ($1.5  BILLION) 

Kravis,  Henry  R.                         184 
leveraged  buyouts.  ($1.3  BILLION) 

Krehbiel,  Frederick  A.                 246 
Molex.  ($670  MILLION) 

Krehbiel,  John  Hammond  Jr.        246 
Molex.  ($900  MILLION) 

Kroc,  Joan  Beverly                    240 
inheritance.  ($1.7  BILLION) 

Kroenke,  Ann  Walton                 210 
Wal-Mart.  ($3.0  BILLION) 

Kroenke,  E.  Stanley                   210 

real  estate.  ($1.5  BILLION) 

L 

Lampert,  Edward  S.                    182 

investments.  ($1.5  BILLION) 

Langone,  Kenneth  G.                  188 

investments.  ($820  MILLION) 

Lauder,  Leonard  Alan                 230 
Estee  Lauder.  ($2.6  BILLION) 

Lauder,  Ronald  Steven                206 
Estee  Lauder.  ($1.8  BILLION) 

Lauren,  Ralph                          230 

fashion.  ($2.3  BILLION) 

Laurie,  Nancy  Walton                 234 
inheritance.  ($2.9  BILLION) 

Lee,  Thomas  Haskell                  188 
leveraged  buyouts.  ($900  MILLION) 

Lenfest,  Harold  FitzGerald           168 
cable  TV.  ($825  MILLION) 

Lerner,  Norma*                        210 
inheritance.  ($1.3  BILLION) 

Lerner,  Randolph  D*                210 
inheritance.  ($1.9  BILLION) 

Rank 
377 

244 

140 

III 

140 

179 

374 

294 

121 

56 

140 

140 

314 

68 

III 

78 

61 

294 

311 

179 

104 

Name                                  Page         Rank 

Lucas,  George                           156             56 
Star  Wars.  ($3.0  BILLION) 

Lupton,  John  Thomas                242          .328 
soft  drink  bottling.  ($775  MILLION) 

M 

MacMilian,  Cargill  Jr.  0              260          266 
inheritance.  ($975  MILLION) 

MacMilian,  John  Hugh  IIIO         260          266 

inheritance.  ($975  MILLION) 

MacMilian,  W.  Duncan  0            260          266 

inheritance  (Cargill,  Inc.).  ($975  MILLION) 

MacMilian,  Whitney  0               260          266 
inheritance.  ($975  MILLION) 

Magerko,  Margaret  Hardy           236          294 
84  Lumber.  ($900  MILLION) 

Magness,  Gary                         166           224 
inheritance.  ($1.1  BILLION) 

Malone,  John  C.                        162            104 
cable  TV.  ($1.9  BILLION) 

Malone,  Mary  Alice  Dorrance       220           140 
inheritance.  ($1.5  BILLION) 

Mann,  Alfred                             228           244 
inventor,  investments.  ($1.0  BILLION) 

Manoogian,  Richard  Alexander     248          375 
Masco.  ($660  MILLION) 

Marcus,  Bernard                       234            95 
Home  Depot.  ($2.0  BILLION) 

Marion,  Anne  Windfohr              254           318 
inheritance,  oil.  ($800  MILLION) 

Marriott,  John  Willard  Jr.            262          244 
hotels.  ($1.0  BILLION) 

Marriott,  Richard  Edwin              262           195 
hotels.  ($1.2  BILLION) 

Mars,  Forrest  Edward  Jr.             238             15 
Mars,  Inc.    ($10.4  BILLION) 

Mars,  Jacqueline                       238             15 
Mars,  Inc.  ($10.4  BILLION) 

Mars,  John  Franklyn                  238             15 
Mars,  Inc.  ($10.4  BILLION) 

Marshall,  Barbara  Hall                244          278 
Hallmark.  ($960  MILLION) 

Marshall,  E.  Pierce                     252           126 

inheritance.  ($1.6  BILLION) 

Marsico,  Thomas                       190            318 
mutual  funds.  ($800  MILLION) 

Mathile,  Clayton  Lee                  240            121 
petfood.  ($1.7 BILLION) 

May,  Cordelia  Scaife                   184           340 
inheritance.  ($750  MILLION) 

Mays,  L.  Lowry                          162            140 
Clear  Channel.  ($1.5  BILLION) 

Name 

Page         1 

McCaw,  John  Elroy  Jr. 

telecom.  ($1.1  BILLION) 

146 

McCombs,  Billy  Joe  "Red" 
cars,  radio.  ($1.1  BILLION) 

215 

McEvoy,  Nan  Tucker  0 
publishing.  ($640  MILLION) 

242 

McGovern,  Patrick  Joseph 

publishing.  ($2.0  BILLION) 

162 

McKelvey,  Andrew  0 
Monster.  ($625  MILLION) 

266 

McLane,  Robert  Drayton  Jr.         212 

Wal-Mart,  Houston  Astros.  ($1.2  BILLION) 

McNair,  Robert  C. 
energy.  ($1.3  BILLION) 

222 

Menard,  John  R.  Jr.                   234 

home  improvement  stores.  ($3.5  BILLION) 

Milken,  Lowell  Jay 
investments.  ($625  MILLION) 

192 

Milken,  Michael  Robert 
investments.  ($825  MILLION) 

188 

Milliken,  Roger 
textiles.  ($1.0  BILLION) 

246 

Mitchell,  George  Phydias 
oil  &  gas.  ($1.6  BILLION) 

Moore,  Gordon  Earle 
Intel.  ($5.0  BILLION) 

Moores,  John  Jay 
software.  ($740  MILLION) 

252 
146 
219 

Moran,  James  Martin 
auto  sales.  ($1.4  BILLION) 

236 

Morean,  William 

Jabil  Circuit.  ($1.2  BILLION) 

246 

Moreno,  Arturo 
billboards.  ($1.0  BILLION) 

215 

Morgridge,  John  P.                     148 
Cisco  Systems.  ($1.6  BILLION) 

Munger,  Charles  T.                     182 
investments.  ($1.4  BILLION) 

Murdoch,  Keith  Rupert               156 
News  Corp.  ($7.2  BILLION) 

Murdock,  David  Howard              222 

real  estate,  finance.  ($1.5  BILLION) 

N 

Levine,  Leon  &  family                 236 
Family  Dollar  Stores.  ($1.2  BILLION) 

Levine,  Stuart  Robert                 152 
Cabletron  Systems.  ($625  MILLION) 

Levine,  William  S.                      215 
billboards.  ($940  MILLION) 

195 
388 
287 

Naify,  Robert  Allen                    162 
United  Artists  Theaters.  ($1.4  BILLION) 

Nash,  Jack 

investments.  ($650  MILLION) 

192 

Nelson,  Marilyn  Carlson  &  family  260 
inheritance.  ($1.4  BILLION) 

Neubauer,  Joseph                     266 
Aramark.  ($675  MILLION) 

Newhouse,  Donald  Edward          156 
publishing.  ($7.7  BILLION) 

Newhouse,  Samuel  Irving  Jr.        154 
publishing.  ($7.7  BILLION) 

Lewis,  Peter  Benjamin 
insurance.  ($1.3  BILLION) 

226 

179 

Lindemann,  George  L.  &  family     222 
natural  gas,  media.  ($1.1  BILLION) 

224 

McCaw,  Bruce  R. 
telecom.  ($1.0  BILLION) 

McCaw,  Craig  0. 
telecom.  ($2.0  BILLION) 

146 
146 

244 
95 

Lindner,  Carl  Kcnry  Jr.                212 
insurance,  investments.  ($1.3  BILLION) 

179 

278     F  o  R   B  t  s  •  Octob 

ei  6,  2003 

*"  ~1 

modern       luxury 


r    not.    we    do    multiple 
ke-up    calls. 


w  top  mattress.  250  thread  count  sheets.  The  exceptionally  comfortable 
ily  Bed*  Try  and  stay  awake  long  enough  to  appreciate  it. 

estin.com  for  best  rates  guaranteed,  or  call  1-800-WESTIN1  or 
avel  planner. 


R    O  F    /;ll  STARWOOD    PREFERRED   GUEST* 


Westin 

HOTELS   8.   RESORTS® 


westin.com 


Heavenly    Bed' 


Heavenly    Bath" 


to  ampiete  details  on  Best  Rates  Guaranteed.  ©2003  Starwood  Hotels  &  Resorts.  Worldwide,  Inc 
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Nicholas,  Henry  T.  Ill 
Broadcom.  ($1.6  BILLION) 

148 

126 

Nicholas,  Peter  M.                     224 
medical  devices.  ($3.3  BILLION) 

49 

O 

Oates,  Marvin  L.  "Buzz" 
real  estate.  ($825  MILLION) 

200 

311 

Omidyar,  Pierre  M. 
Ebay.  ($6.9  BILLION) 

144 

29 

Opperman,  Dwight  D. 
publishing.  ($975  MILLION) 

166 

266 

Osher,  Bernard  A.                      190 
banking,  investments.  ($750  MILLION) 

340 

P 

Pasculano,  Lynne                      246 
auto  parts,  candy.  ($910  MILLION) 

292 

Peery,  Richard  Taylor 
real  estate.  ($1.1  BILLION) 

198 

224 

Peltz,  Nelson                             188 

leveraged  buyouts.  ($950  MILLION) 

283 

Index 


Name 


Page 


Rank 


Perelman,  Ronald  Owen 
investments.  ($3.5  BILLION) 


176 


47 


Perenchio,  A.  Jerrold 
television.  ($2.8  BILLION) 


161 


62 


Perot,  Henry  Ross  176  46 

computer  services,  real  estate.  ($3.7  BILLION) 


Perry,  Claire  Eugenia  Getty 
inheritance.  ($775  MILLION) 


254 


328 


Petersen,  Robert  Einar 

publishing.  ($700  MILLION) 


170 


357 


Pictet,  Marion  MacMillan  0 
inheritance.  ($975  MILLION) 


260 


266 


Pohlad,  Carl 

banking.  ($2.1  BILLION) 


210 


88 


Price,  Michael  F.  188  294 

money  management.  ($900  MILLION) 

Pritzker,  Robert  Alan                  256            23 
hotels,  investments.  ($7.6  BILLION) 

Pritzker,  Thomas  J.                    256            23 
hotels,  investments.  ($7.6  BILLION) 

Pulte,  William  J.*  266  357 

home  building.  ($700  MILLION) 


Name 


: 


Page  Rai 


R 

Rainwater,  Richard  Edward 
investments.  ($2.0  BILLION) 

178 

1 

Rales,  Mitchell 
manufacturing.  ($1.6  BILLION) 

244 

t 

Rales,  Steven 
manufacturing.  ($1.7  BILLION) 

244 

1 

Redstone,  Sumner  M. 
Viacom.  ($9.7  BILLION) 

154 

Reid,  Elizabeth  Ann  Hall 
Hallmark.  ($960  MILLION) 

244 

2 

Rich,  Marc  David 
commodities.  ($1.1  BILLION) 

254 

2 

Rich,  Robert  Edward  Sr. 
food  service.  ($1.9  BILLION) 

240 

1 

Ricketts,  J.  Joseph  &  family 
Ameritrade.  ($1.4  BILLION) 

260 

1 

Rizzuto,  Leandro  P.                    248 
manufacturing.  ($770  MILLION) 

3 

Roberts,  Brian  L. 
Comcast.  ($625  MILLION) 

170 

3 

*  New  Entry  0  Returti 


Or  second 


Toshiba 
Solutions 
Developer 
Program 


_  hi 

The  Digital  Filing  i  d ,  and  remembers  everything  it  files. Visit  www.toshiba.nmxs.com  or  call  1-800-749-3478.  11  CHIC 

Software. 


otcbb:nmxs 


When  forest  products 
are  your  business, 


planting  1.7  million  trees  every  day  is 
a  smart  investment. 

The  Sustainable  Forestry  Initiative®  program  is  dedicated  to  the  future  of  the 

nation's  forests,  as  well  as  the  challenge  of  preserving  rare  and  endangered 

forests  around  the  world.  Respect  for  nature  and  sound  business  practices  are 

integrated  to  the  benefit  of  the  environment,  landowners,  shareholders,  customers 

and  the  people  they  serve.  And  that  allows  us  to  meet  the  demand  for  wood  and 

paper  products,  while  helping  to  ensure  our  forests  will  be  around  forever. 


^^  SM 


SUSTAINABLE  FORESTRY  INITIATIVE® 
Growing  tomorrow's  forests  today. 

www.aboutsf  i  .org 


- 
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Roberts,  George  R.                     184            179 
leveraged  buyouts.  ($1.3  BILLION) 

Robertson,  Julian  H.  Jr.              208          326 

money  management.  ($780  MILLION) 

Robinson,  Jesse  Mack                222          290 
banking,  insurance.  ($930  MILLION) 

Rock,  Arthur  J.                          184           244 

venture  capital.  ($1.0  BILLION) 

Rockefeller,  David  Sr.                  250             71 
inheritance.  ($2.5  BILLION) 

Rockefeller,  Laurance  Spelman    250           140 

inheritance.  ($1.5  BILLION) 

Rockefeller,  Winthrop  Paul          250           195 
inheritance.  ($1.2  BILLION) 

Roski,  Edward  P.  Jr.                    200          263 

real  estate.  ($990  MILLION) 

Rowling,  Robert                        252             71 

oil  &  gas,  hotels,  investments. 
($2.5  BILLION) 

Ruffin,  Phillip                            264          340 

casinos,  real  estate,  hand  trucks.  ($750  MILLION) 

Ryan,  Patrick  George                  228          375 
insurance.  ($660  MILLION) 

S 

Saban,  Haim                            162            121 

television.  ($1.7  BILLION) 

Sail,  John                               146           162 
SAS  Institute.  ($1.4  BILLION) 

Samueli,  Henry                          148            162 
Broadcom.  ($1.4  BILLION) 

Sandler,  Herbert  M.*                 192           368 
banking.  ($680  MILLION) 

Sandler,  Marion  0*                  192           368 
banking.  ($680  MILLION) 

Sarofim.  Fayez  Shalaby               182            140 
finance.  ($1.5  BILLION) 

Saul,  Bernard  Francis  II               202          325 

inheritance,  banking,  real  estate. 
($790  MILLION) 

Name                                  Page         Rank 

Siegel,  Herbert                          166           244 
television.  ($1.0  BILLION) 

Simmons,  Harold  Clark               182          -  .162 
investments.  ($1.4  BILLION) 

Simon,  Melvin                           200          244 
real  estate.  ($1.0  BILLION) 

Simonyi,  Charles                        150           244 
Microsoft.  ($1.0  BILLION) 

Simplot,  John  Richard  &  family    238            76 
potatoes,  microchips.  ($2.4  BILLION) 

Smith,  Frederick  Wallace            260          140 
FedEx.  ($1.5  BILLION) 

Smith,  Mark  C  •                       248          393 
telephone  equipment.  ($610  MILLION) 

Smith,  Ollen  Bruton                    262          224 

racetracks.  ($1.1  BILLION) 

Sobrato,  John  Albert                 196           179 
real  estate.  ($1.3  BILLION) 

Solow,  Sheldon  Henry                 202          357 
real  estate.  ($700  MILLION) 

Soon-Shiong,  Patrick*              228           195 
generic  drugs.  ($1.2  BILLION) 

Sorenson,  James  L.                   224            66 
medical  devices,  real  estate.  ($2.7  BILLION) 

Soros,  George                          174             28 

hedge  funds.  ($7.0  BILLION) 

Spangler,  Clemmie  Dixon  Jr.        178            88 
investments.  ($2.1  BILLION) 

Spanos,  Alexander  Gus               217           305 
real  estate.  ($860  MILLION) 

Speer,  Roy  Merrill                      168           328 
Home  Shopping  Network.  ($775  MILLION) 

Sperling,  John  G.                      260          140 

Apollo  Group.  ($1.5  BILLION) 

Sperling,  Peter                          260           140 
Apollo  Group.  ($1.5  BILLION) 

Spielberg,  Steven  Allen               161              71 
movies.  ($2.5  BILLION) 

Stempel,  Ernest  E.                     226           126 
American  International  Group.  ($1.6  BILLION) 

Stephens,  Jackson  Thomas         182           140 
investment  banking.  ($1.5  BILLION) 

Stern,  Leonard  Norman               196             85 
real  estate.  ($2.2  BILLION) 

Strawbridge,  George  Jr.              220          368 
inheritance.  ($680  MILLION) 

Strong,  Richard  S.                      190            318 
money  management.  ($800  MILLION) 

Stryker,  Jon  Lloyd                      226           140 
inheritance.  ($1.5  BILLION) 

Stryker,  Pat  A.                           206           179 

inheritance.  ($1.3  BILLION) 

Name                                  Page         N 

T 

Taubman,  A.  Alfred                    200 
real  estate.  ($810  MILLION) 

Taylor,  Glen                              210 
printing.  ($1.9  BILLION) 

Taylor,  Jack  Crawford                 256 
Enterprise  Rent-A-Car.  ($3.0  BILLION) 

Taylor,  Patrick  F.*                     254 
Taylor  Energy.  ($700  MILLION) 

Teel,  Joyce  Raley                       242 
supermarkets.  ($900  MILLION) 

Thorne,  Oakleigh  B.                    170           I 
publishing.  ($725  MILLION) 

Tisch,  Laurence  Alan                  178 
Loews.  ($2.0  BILLION) 

Tisch,  Preston  Robert                 178 
Loews.  ($2.3  BILLION) 

Troutt.KennyA.                         222 
telecom.  ($1.1  BILLION) 

Trump,  Donald  John                  196 

real  estate.  ($2.5  BILLION) 

Turner,  Robert  E.  "Ted"               161 
cable  TV.  ($2.3  BILLION) 

Turner,  William  Bradley               242 
Coca-Cola  inheritance.  ($720  MILLION) 

Tyson,  Donald  John                   242 

chicken.  ($630  MILLION) 

U 

Udvar-Hazy,  Steven                   258 
leasing.  ($2.0  BILLION) 

Ueltschi,  Albert  Lee                    262 
flight  schools.  ($1.2  BILLION) 

V 

Van  Andel.  Jay                          258 
Alticor.  ($1.5  BILLION) 

Van  Beuren,  Hope  Hill                220 

inheritance.  ($910  MILLION) 

Scaife,  Richard  Me                    184 
inheritan 

224 

Vilar,  Alberto                            190 
money  management.  ($750  MILLION) 

Schneider,  Donald  J.                  266 
trucking.  ($750  MILI 

340 

W 

Wagner,  Todd  R.                         152 
Broadcast.com.  ($750  MILLION) 

Schulze,  Rii                              234 
Best  Buy.  ($2  t 

62 

Schwab.  Cha: 
Schwab.  ($3.2  Bil. 

Scott,  Walter  Jr. 
construction,  telecr 

Shorenstein,  Walter  i 
real  estate  ($750  MILLI. 

256 

51 

Waitt.  Norman  W.  Jr.                    170 
Gateway.  ($700  MILLION) 

244 

Waitt,  Theodore  W.                    148 
Gateway.  ($1.4  BILLION) 

Walton,  Alice  L.                           141 
Wal-Mart.  ($20.5  BILLION) 

Walton.  Helen  R.                       141 
Wal-Mart.  ($20.5  BILLION) 

340 

Siebel,  Thomas  M. 

software.  ($1.2  BILLION) 

195 

Stryker,  Ronda  E.                        226 
inheritance.  ($1.5  BILLION) 

140 
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•k  New  Entry  0  Rett 

Three  days  to  rethink  everything? 
Hey,  that's  the  on  demand  world. 


Things  can  move  fast  in  the  on  demand  world.  The  ability 
to  fuse  cutting-edge  technology  and  innovative  business 
strategy  is  vital  for  success.  That's  why  IBM  and  Forbes 
have  teamed  up  to  present  a  comprehensive  on  demand 
business  forum,  where  high-level  peers  can  discuss  and 
learn  about  business  in  an  on  demand  world. 

Find  out  how  to  become  an  on  demand  business  from 
people  who  know.  Work  one-on-one  with  top  IBM 
strategists,  learn  about  new  enabling  technologies  and 
attend  executive  panels  featuring  some  of  the  top  minds 
in  business.  The  on  demand  era  is  here.  Take  a  few  days 
to  see  what  it  can  do  for  you.  Apply  now. 


Registration  is  by  invitation  only. 


Attendance  at  the  IBM/Forbes  executive  forum  is  limited. 
To  apply  for  an  invitation,  please  visit: 
ibm.com/events/executiveforum 


IBM  FORBES 

I    \   E  C  U  T  I  V  E      FORUM 

October  14-16,  2003 

Sheraton  San  Diego  Hotel  and  Marina 


Forbes 


a  registered  trademark  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or 
mafks  of  others.  ©2003  IBM  Corporation,  All  rights  reserved. 
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AT  THE  GREENBRIER. 
SOME  OF  OUR  DAILY  FLIGHTS 


ARE  MORE  OF  A 


DEPARTURE  THAN  OTHERS. 


The  Greenbrier  is  as  close  as  the 
nearest  airport.  and  as  far  from  an 


>ROINARY  MEETING  SITE  AS  THE  ANCIENT 


i  FASCINATING  SPORT  OF  FALCONRY. 
OUR  6,500ACRE  MOUNTAIN  ESTATE 
OFFERS  IMPECCABLE  MEETING  FACILITIES, 
ATTENTIVE  SERVICE  AND  MORE  THAN 
50  ACTIVITIES  THAT  WILL  MAKE  YOUR 
TEAM'S  SPIRITS  SOAR.  To  PLAN  YOUR 
MEETING,  CALL  80O.90S.O7O  I  OR  VISIT 
WWW.GREENBRIER.COM. 


**. 


America  i  Resort 


WWW.GREENBRIER.COM 


TERRORISM  FORCES 

US  TO  MAKE  A 
CHOICE.  WE  CAN  BE 

AFRAID.  OR 
WE  CAN  BE  READY. 


READY 


W.  READY.  GOV 
J-BE-READY 


FORBES 


Name 


Page 


Walton,  Jim  C. 

Wal-Mart.  ($20.5  BILLION) 


141 


Walton,  John  T. 
Wal-Mart.  ($20.5  BILLION) 


141 


Walton,  S.  Robson 
Wal-Mart.  ($20.5  BILLION) 


141 


Warner,  H.Ty  244 

Beanie  Babies.  ($6.0  BILLION) 


Washington,  Dennis 
tugboats.  ($1.8  BILLION) 


180 


Watkins,  Edward  G.  Ill  246 

security  systems.  ($900  MILLION) 


Weber,  Charlotte  Colket 
inheritance.  ($1.1  BILLION) 


220 


Weill,  Sanford 
Citigroup.  ($1.4  BILLION) 


182 


Werner,  Tom 

television.  ($600  MILLION) 

170            J 

West,  Alfred  P.  Jr.                      186          i 
money  management.  ($975  MILLION) 

Wexner,  Leslie  Herbert 
Limited  Brands.  ($2.7  BILLION) 

220 

White,  Dean  V.                           264 

billboards,  hotels.  ($1.0  BILLION) 

Whitman,  Margaret 
Ebay.  ($1.1  BILLION) 

150          : 

Williams,  Arthur  L.  Jr. 
insurance.  ($1.4  BILLION) 

226 

i 

Winfrey,  Oprah 
television.  ($1.1  BILLION) 

166 

Wrigley,  William  Jr. 
chewing  gum.  ($3.3  BILLION) 

238 

Wyly,  Samuel 

investments.  ($970  MILLION) 

186 

Wynn,  Stephen  A.  O 
casinos,  art.  ($650  MILLION) 

266 

Y 

Yang,  Jerry 

Yahoo.  ($1.4  BILLION) 

148 

Z 

Zachry,  Henry  Bartell  Jr. 
construction.  ($1.1  BILLION) 

262 

Zell,  Samuel 

real  estate.  ($2.1  BILLION) 

196 

Ziff,  Daniel  Morton 
inheritance.  ($1.2  BILLION) 

184 

Ziff.  Dirk  Edward 
inheritance.  ($1.2  BILLION) 

184 

Ziff,  Robert  David 
inheritance.  ($1.2  BILLION) 

184 

Zuckerman,  Mortimer  Benjamin 
real  estate.  ($1.2  BILLION) 

198 

*  New  Entry  O  Retti 

Deflation.  Inflation.  Currency  Changes. 
Government  Upheaval.  Technology  Changes. 


"A' 


wm 


How  will  you  capture  the  opportunities, 
avoid  the  threats,  and  prepare  for  the  future? 


oin  Thought  Leaders  in  a  Visionary  Debate  about  the  World  of  Money 


New  Money  Technology 

Smart  cards,  p2p  payments,  mCommerce  and 
micro-payments  will  all  alter  basic  trans- 
actional systems.  Learn  how  each  will 
emerge  and  what  changes  to  expect. 

Privacy,  Security  &  Convenience 

Understand  how  the  inter- 
play among  these  three 
sometimes  contradictory 
human  issues  will  affect 
the  evolution  of  business 
currency,  and  technology. 


Fumre  of  Money 

W\  summit  r9 


'  ivy    ' 


£* 


* 


dVinci 


INSTITUTE 


Financial  Institutions  &  Fees 

$30  Billion  in  fees  are  up  for  grabs 
as  bank  transactions  decrease  and 
other  transaction  forms  emerge... 
find  out  how  to  benefit. 

Global  Currency 

A  global  currency  is  on  the  horizon... 
don't  miss  the  exciting  announcement! 

Alternate  Value  Stores 

How  are  oil,  real  estate,  and  precious  metals  affected  by  monetary  pressure? 

Payment  and  Settlement  Systems 

Networked  models  change  money  flows...  hear  ways  to  leverage  the  inevitable 
changes. 

Utend  the  One  event  where  intriguing  visions 
and  practical  solutions  converge. 

Future  of  Money  Summit 

October  27-29,  2003 
Omni  Interlocken  Resort  ♦  Denver,  Colorado 

Special  Early  Registration  Prices  -  Register  Today! 

Call  800-481-2567 

Register  Online  (Code  FB-AD02) 

www.futureofmoneysummit.com 


John  Naisbitt 

Futurist  &  Author 
Megatrends 


Bernard  Lietaer 

Co-architect  of 
the  Euro 


John  Gage 

Chief  Researcher 
Sun  Microsystems 


Dennis  Gartman 

Author,  The 
Gartman  Letter 


Susan  Landry 

Vice  President 
Gartner  G2 


Dr.  Ron  Rivest 

MIT  Inventor  of 
RSA  Encryption 


Sue  Gordon-Lathrop 

Sr  VP  Emerging 
Consumer  Environ- 
ments, VISA  Int'l 


David  Roberts 

SrVP  Global  Busi- 
ness Development 
First  Data  Corp. 
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Mine  Is 
Bigger 

Than  Yours 


What  kind  of  obsession  would  induce  a  man  to  order 
an  8,000-pipe  organ  for  his  living  room? 

BY  ALAN  FARNHAM 


ROBERT  RIDGEWAY,  CURATOR  FOR 
Jasper  Sanfilippo's  collection  of 
musical  devices,  recalls  the  reac- 
tion of  a  first-time  visitor  to  the 
Sanfilippo  estate  in  Barrington 
Hills,  111.  The  guest,  a  wealthy  Japanese  busi- 
nessman, happened  to  love  theater  organs 
and  had  heard  that  Sanfilippo  owned  a 
doozy.  The  man  admired  the  estate's  long 
driveway.  He  admired  its  vestibule.  But 
when  the  doors  to  the  music  room  were  at 
last  thrown  open,  says  Ridgeway,  the  man 
exclaimed,  "Oh!  Emperor  not  live  like  this!" 
It's  safe  to  say  no  emperor  ever  has. 
That's  because  no  one  else,  royal  or  com- 
moner, has  ever  built  a  27,000-square-foot 
living  room  in  which  to  house  the  biggest 
Wurlitzer  pipe  organ  in  captivity.  This  is  an 
instrument  so  vast  that  a  50hp,  440-volt 
blower  is  needed  to  supply  its  breath 
(10,000  cubic  feet  pei  minute),  yet  so  versa- 
tile it  can  play  "(  oga  Choo-Choo" 
one  minute  (complete  with  train  whistle), 
and  a  Debussy  delicacy  the  n 

What's  more,  it  plays  them  without  need- 
ing an  organist — a  great  convenience  for 
Jasper  and  his  wife,  Marian,  neither  of  whom 


plays  the  instrument.  Like  some  electronic 
pianos  of  recent  vintage,  the  organ  has  a  fea- 
ture permitting  the  capture  of  keystrokes. 
This  memory  recalls  every  note  of  every  artist 
who's  played  at  the  Sanfilippos'  home,  as  well 
as  the  tonal  settings  he  chose  and  even  the 
lighting  in  the  room.  All  these  can  be  repro- 
duced at  the  touch  of  a  button.  Other  but- 
tons summon  thunder,  surf,  tom-toms  and  a 
glockenspiel.  A  32-note  set  of  bells  (the 
largest  weighing  426  pounds)  can  be  played 
either  from  the  keyboard  or  by  pressing  the 
home's  doorbell  (an  innovation  that  proba- 
bly never  occurred  even  to  Martha  Stewart). 

Scoff  if  you  like,  but  experts  agree  that 
Sanfilippo  has  created  something  extraordi- 
nary. Says  organist  John  Giacchi  (by  day,  a  lit- 
igation attorney  for  an  insurer),  "Jasper  and 
Marian  don't  do  anything  by  halves.  Their 
organ  incorporates  the  best  of  everything." 
While  Radio  City's  Wurlitzer  (the  world's 
second  largest)  has  4,500  pipes,  Jasper's  has 
8,000.  Says  Tom  Hazleton,  perhaps  the  best 
theater  organist  in  the  U.S.:  "If  this  doesn't 
blow  your  socks  off,  nothing  will." 

There  is  no  way  to  prepare  yourself  for  a 
visit  to  the  Sanfilippos'  44,000-square-foot 


1 
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Handful  of  keys— and  then  some:  At  rest,  the 
console  retracts  into  a  pit  beneath  the  stage. 
Five  keyboards  afford  artists  access  to  an 
orchestra-cum-Looney  Tunes  sound-effects 
department.  Below:  Jasper  Sanfilippo. 
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home,  situated  on  57  acres  inland  from 
Winnetka,  about  45  miles  northwest  of 
Chicago.  Aerial  photographs  give  a  sense 
of  the  music  room's  great  size:  120  feet 
long,  64  feet  wide,  42  feet  tall.  This  is 
"home  theater"  taken  to  extremes.  But  no 
photograph  can  give  you  a  hint  of  the 
organ's  lung  power,  which,  not  to  mince 
words,  is  frightening. 

You  first  hear  a  hiss  of  air  and  a  work- 
ing of  gears.  Then,  suddenly,  a  hurricane 


got  a  job  at  age  16  with  J.C.  Deagan  Co.,  a 
maker  of  xylophones,  chimes  and  tuned 
percussion  instruments.  He  graduated 
from  the  University  of  Illinois  with  a 
degree  in  mechanical  engineering.  After 
his  dad  died  in  1963,  Jasper  took  over  the 
family  business.  Sales  at  the  time 
amounted  to  only  $300,000  a  year. 

Shelling  pecans  and  peanuts  was 
labor-intensive.  A  person  working  by  hand 
could  shell  maybe  12  pounds  an  hour, 


pianos  and  orchestrions — self  cont 
orchestras  in  miniature — ranks  ar 
the  largest  in  the  world. 

As  for  theater  organs,  he  kne 
wanted  a  Wurlitzer  the  first  time  he  i 
one  play.  "Nothing  has  ever  given  nS 
much  pleasure."  Doesn't  it  frustrate  him  n. , 
to  be  able  to  play  himself?  "You  don't  ha 
to  be  a  chef  to  appreciate  a  good  meal."  I 
and  Marian  invite  guest  organists  to  stay 
(and  record  in)  their  home.  "We  host  n 


of  sound:  The  console, 
playing  "Chicago,"  rises 
up  out  of  the  floor,  seem- 
ingly of  its  own  volition, 
revolving  clockwise,  ivory 
keys  flashing  like  teeth — 
huge,  alive.  It  launches 
into  "Moon  River,"  emit- 
ting bird  tweets  as  it  gains 
momentum. 

The     room      now 
seems,  if  anything,  too 
small.  Castanets,  gong, 
piano,  a  police  siren — all 
vie  for  aural  attention. 
Bach's  Toccata  &  Fugue 
in  D  Minor  gives  way 
seamlessly  to  a  Victory  at 
Sea  that  has  palpable  25- 
foot  swells.  Vibrations 
from  the  organ's  largest 
pipes  shake  you  as  a  ter- 
rier shakes  a  rat.  Then, 
just  as  majestically  as  it 
has  arisen,  it  subsides 
into    its    pit,    leaving 
behind  a  glissando  of  chimes. 

Tom  Hazleton  is  right.  Compared 
with  Jasper's  organ,  the  decoding  of  the 
human  genome  seems  unimpressive. 

Sanfilippo  spent  perhaps  $2  million 
O]  i  i  istrument,  which,  after  a  series  of 
en  ;umed  its  final  size  in 

1993.  a  marvel  come  to  be? 

John-,:  isper's  father,  arrived 

in  Chicago  fro  1920s,  speak- 

ing very  I  >vork  as  a 

driver  for  the  >.,  which 

later  offered  to  sel  iness 

shelling  nuts.  By  th<  horn, 

in  1931,  John  B.  S  on  was 

competing  wirh  mo  other  Ital- 

ian family  business* 
all  shelling.  Jasper,  mechanically  inclined, 
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To  the  left,  the  Sanfilippos'  living  quarters;  right,  the  music  room  (120'  x  64'  x  42'). 


No  photograph  can  hint  of 
the  organ's  LUNG  POWER, 
which  is  frightening. 


tops.  Machines  were  faster  but  too  often 
crushed  what  they  were  meant  to  shell. 
Jasper  upgraded  the  technology,  patenting 
his  improvements.  Today  the  Sanfilippo 
Co.  shells  20  tons  an  hour  and  is  the  sec- 
ond-largest nut  processor,  after  Planters. 
Sales  in  2002  were  $343  million. 

Jasper's  love  affair  with  musical 
machines  began  in  the  middle  1970s 
when,  touring  California  with  his  family, 
he  visited  Knott's  Berry  Farm  and  Disney- 
land. At  the  time,  both  attractions  had 
nickelodeons  and  band  organs  on  display. 
He  was,  he  says,  immediately  captivated  by 
their  mechanical  ingenuity,  no  less  than  by 
the  music  that  they  played.  "I  thought  I 
would  like  to  own  a  few,"  he  says.  Today 
his  collection  of  music  boxes,  automatic 


merous  charity  evel 
each  year,"  says  Jasp 
"and  it  is  gratifying  to  I 
how    people    respo) 
when  the  organ  is  bei 
played  by  a  talent 
artist."  (For  a  list  of  coi 
mercial  CDs  recorded 
the  Sanfilippo  estate,  J 
sources  of  informati; 
about  theater  orgaj 
generally  and  for  nans 
of  builders  who  w| 
erect  one  in  your  hor)  I 
visit  forbes.com/orga 

While  musical  ri|| 
chines  make  up  the  b  i 
of  his  collection,  the)  j 
not  the  whole  mail 
roon.  In  a  barn  he  ke»  j 
locomotives,    pavi  | 
machines,  circus  pc 
ers,  chandeliers  and  c 
hopes.  In  a  glass  ca 
displayed   as  jewe 
might  be,  are  solid  bi 
oilers  made  by  the  Lunkenheimer  Valve ' 
of  Cincinnati.  There's  a  huge   18' 
carousel  that,  when  revolving,  looks  lil 
solar  system  of  wood.  Near  the  centei 
the  barn  sits,  forlornly,  the  office  desl 
Farny  R.  Wurlitzer  (d.  1972),  the  man  v 
put  theater  organs  on  the  map. 

What  will  happen  to  all  this  ai 
Jasper's  own  last  chord  is  played?  "Mai  I 
and  I  are  fortunate,"  he  says.  "We  have 
wonderful  children  who  all  appreciate 
diversity  and  uniqueness  of  the  collecti 
Our  family  has  established  a  foundati 
and  I  would  guess  that  this  will  all  live 
in  one  form  or  another."  Marian,  too,  > 
lects,  but  the  future  of  her  collectio 
more  easily  assured.  "Hatpins,"  she  say 
can  move  them  all  in  one  briefcase." 
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Put  better,  faster  decision-making 

in  your  sights. 

Get  a  single  view  of  your  business  with  Teradata. 


ith  Teradata,  it's  all  right  there  in  front  of  you.  We  consolidate  all  your  data  from  throughout 
»ur  organization  into  an  enterprise  data  warehouse  to  give  you  one,  integrated  view  of  your 
isiness.  So,  you  have  all  the  information  you  need — readily  available — to  uncover  new 
>portunities  and  make  better  decisions,  fast.  Which,  quite  clearly,  will  help  your  business 
ow.  Bring  your  company's  future  into  focus.  See  it  all  with  Teradata. 


Teradata 

a  division  of  (§£)NCR 


>ifve  never  seen  your  business  like  this  before. 


New  Tack 


Nautor,  maker  of  Swan  yachts,  won  regattas  but  couldn't  turn  a  profit. 
Now,  with  Leonardo  Ferragamo  at  its  helm,  it's  doing  both. 

BY  ALAN  FARNHAM 


TALK  TO  OWNERS  OF  SWANS— THE 
fast,  fastidiously  made  Finnish  sail- 
boats— and  you'd  conclude  their 
manufacturer,  Nautor,  could  do  no  wrong. 
Owners  praise  the  company's  painstaking 
attention  to  detail,  its  overengineering,  its 
refusal  to  use  any  but  the  best  materials,  its 
willingness  to  cater  to  a  customer's  every 
whim.  Yet  these  same  traits,  until  recently, 
threatened  Nautor's  commercial  viability. 
John  (Jack)  Desmond,  chief  executive  of 
Cox  Engineering,  a  heating  and  air  condi- 
tioning company  in  Canton,  Mass.,  praises 
Nautor  stem  to  stern.  The  company,  he  says, 
was  "tremendously  act.  immodating"  to 


him  when  he  decided  to  tweak  certain  de- 
tails of  the  48-foot  Swan  he'd  ordered.  Even 
though  this  wasn't  a  bespoke  boat,  he 
wanted  to  supply  his  own  leather  for  the  in- 
terior ("Something  more  butterscotchy"), 
add  a  wine  locker,  install  nonstandard  elec- 
tronics and  change  the  configuration  of  the 
aft  cabin.  Nautor  let  him  do  the  add-ons — 
for  a  price.  "I'm  still  trying  to  keep  it  under 
seven  figures,"  Desmond  says. 

That  will  be  hard.  The  list  price  for  an 
entry-level  45-footer  is  $1  million,  fitted 
out  and  delivered.  For  less  than  half  that, 
says  yacht  broker  Robert  Rodgers,  owner 
of  R.B.  Rodgers  Yacht  Sales  in  Noank, 


Conn.,  you  can  get  something  bigger  th;|j 
"looks  just  fine."  Swan's  appeal  has  less  t 
do  with  size  than  with  value — and  the  a  n 
chet  of  ownership.  Says  Dr.  Charles  Engl  J»; 
a  Virginia  orthopedist  who  owns  a  68-fo<  e 
Swan,  "You  just  get  hooked  on  them — tr 
same  way  I  got  hooked  on  owning  it 
Porsche,  as  soon  as  I  could  afford  one."    >t 
Small  details,  says  Rodgers,  speak  vo  ir 
umes:  "When  you  have  a  handrail  bolte  k 
to  a  deck,  a  lesser  company  would  ju: 
through-bolt  it.  But  what  the  Finns  do    o 
make  a  beautiful  little  stainless  steel  plai  i 
that  fits  to  the  deck;  then  the  handrail    « 
threaded  into  that,  tight  and  solid."  Whei 
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imes  Reiher's  Sky,  a  53'  Swan,  disports  itself  en  route  from  Virgin  Gorda  to  Tortola. 


ie  piece  of  wood  meets  another  on  a 
ran,  you  can't  fit  a  razorblade  between 
?m.  "It's  such  a  solid  boat,"  says  fashion 
lotographer  James  Reiher,  who  owns  a 
ed  63-footer,  for  which  he  paid  a  litde 
er  $500,000  three  years  ago.  Swans  are 
nous  for  retaining  value.  The  same  boat, 
len  new  in  1989,  cost  about  $850,000. 

Rodgers  attributes  Swan's  virtues  to  its 
id  of  origin:  "My  theory  is  that  it  comes 
)m  who  knows  how  many  years  of  the 
ins'  depending  on  the  seas.  To  one  side 
the  country,  they've  got  millions  of  is- 


lands; to  the  other,  inland  lakes.  Water — 
cold  water — is  a  big  thing.  You  fall  over- 
board, you  die." 

Nautor,  which  has  been  making  Swans 
since  1966,  is  regarded  in  Finland  as  a  kind 
of  national  treasure — but  one  whose  inef- 
ficiencies have  led  to  losses.  It  suffered  in 
the  early  1990s  when  the  U.S.  levied  a  lux- 
ury tax  on  yachts,  and  by  1997  was  losing 
$2.6  million  on  sales  of  $32  million.  It  has 
survived  only  by  being  taken  in  as  a  kind  of 
charity  case  by  a  succession  of  nationally 
spirited  owners,  most  recendy  a  huge  pulp 


and  timber  company  whose  business  had 
nothing  to  do  with  sailing. 

Enter  Leonardo  Ferragamo,  50.  In  the 
mid-1990s,  the  scion  of  the  Italian  shoe  and 
apparel  family  (and  chief  executive  of 
Palazzo  Feroni  Finanziaria  SpA,  a  holding 
company  for  the  Ferragamo  group),  grew 
frustrated  by  what  he  saw  as  Nautor's  mis- 
management. He  had  loved  Swans  e>  - 
since  buying  a  51 -footer  in  1988,  six  ye 
after  graduating  from  Columbia  Unive, 
sity  with  a  degree  in  business  administra- 
tion and  finance. 

To  Ferragamo,  Nautor's  faults  seemed 
obvious:  There  was  too  little  specialization 
of  the  work  force;  the  same  people  made  a 

"You  just  get 
HOOKED 
ON  THEM— 
same  way  I  got 
hooked  owning 
a  Porsche." 


1 12-foot  superyacht  as  a  more  modest  48- 
footer.  Everybody  made  everything,  though 
very  different  construction  methods  were 
required  for  big  and  smaller  boats. 

Worse,  says  Ferragamo,  the  company 
had  become  complacent:  "A  yacht,  like  any 
other  kind  of  product,  has  to  take  advan- 
tage of  evolution  of  technology,  of  taste,  of 
elegance — they're  not  stable,  these  things. 
And  they,  Nautor,  were  not  absorbing  these 
changes."  As  an  outsider,  he  found  his  in- 
fluence to  be  limited.  "I  always  made  very 
good  suggestions,"  he  comments  dryly, 
"but  they  never  implemented  them." 

He  remedied  this  by  buying  Nautor  in 
1998,  becoming  majority  owner  with  a 
group  of  minority  investors.  He  describes 
acquiring  the  company — for  a  price  never 
disclosed — as  a  "difficult"  process  that  took 
a  year.  "A  number  of  times,"  he  says,  "I 
asked  myself,  did  I  really  want  to  get  in- 
volved?" The  work  force  wanted  assurances 
he  was  "not  just  a  financial  speculator  who 
would  sell  again  in  a  few  years."  They  sub- 
jected him  to  what  he  calls  a  "verbal  exam." 
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Welcome  to  Grand  Lido  Negri/,  one 
of  the  world's  most  luxurious  Super- 
Inclusive  resorts.  With  ,»••*•» «, 

7  1-111/  $1%%^%. 

pleasures  that  include  golf,        ■*/ y^*\*  y- 

sunset  cruises  on  a  classic         v&l$jjjjiii$y$ 

It  J    L-         *^5r^5^v 

yacht,  massages  overlooking 

the  placid  Caribbean,  24-hour  room 

service  and  no  tipping  permitted,  a  stay 

like  living  a  dream,  no 
matter  how  many  times 

you  pinch  yourself.  Grand  Lido  Negri!  is 

simply  the  best! 

For  more  information  on  Air-Inclusive 
Designer  Vacations,  visit  us  at: 

wAwv.graxkdLlidlo  .com 

or  call  your  travel  agent  or 
1-800-Go-Super  (467-8737). 


K  ESOR1    C  II  a'i  n 

IS    THE     W(IBI.I) 


(L:rr^xxcL  JL/lcL 
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He  passed,  and  has 
since  gone  on  to  make 
sweeping  changes, 
starting  with  division- 
alization. One  group  of 
workers  now  produces 
only  superyachts  (boats 
of  80  feet  or  more). 
"The  amount  of  cus- 
tomization with  these  is 
high — like  a  custom- 
made  suit,"  says  Fer- 
ragamo,  tugging  on  his 
lapel  for  emphasis. 
Tanned  and  jaunty,  he 
sports  a  blue,  single- 
breasted  suit  with  func- 
tional buttons  on  the 
sleeve,  an  orange  tie 
with  a  golfing  motif,  a  blue-and-white- 
checked  shirt — and  brown  shoes. 

A  second  division  makes  boats  48  feet 
to  70  feet  in  length.  A  third  builds  what,  for 
Nautor,  is  a  new  category  of  product:  an 
"off-the-rack"  45-footer,  so  standardized  in 
design  and  performance  that  the  boats  can 
compete  against  one  another  in  their  own 
class.  "An  opportunity  to  rationalize  pro- 
duction," is  how  Ferragamo  describes 
them.  Owners  still  can  customize,  but  only 
cosmetic  details.  Alan  Baines,  Nautor's 
salesman  in  Newport,  R.I.,  says  35  of  these 
boats  have  been  sold  since  they  debuted  in 
2002.  For  a  product  selling  for  $1  million, 
that's  a  lot.  This  is  what  passes  at  Nautor 
for  mass  production.  A  new  boat  comes  off 
the  production  line  every  two  weeks. 

The  factory  where  they're  made — the 
Boatbuilding  Technology  Centre — is  an- 
other of  Ferragamo's  innovations.  Built  in 
the  coastal  town  of  Jakobstad,  200  miles 
below  the  Artie  circle,  it  includes  a  130-foot 
launching  bay  warmed  by  water  from  an 
adjacent  paper  mill.  Since  the  bay  doesn't 
freeze,  launchings  can  go  on  year-round, 
uninterrupted. 

The  results  of  all  these  changes  have 
been  positive,  says  Rodgers,  whose  yacht 
brokerage  is  not  affiliated  with  Swan.  "De- 
spite a  certain  amount  of  eyebrow-raising 
when  Ferragamo  took  over,"  he  says,  "the 
quality  and  spirit  of  the  company  have  re- 
mained the  same.  The  only  thing  I  notice 
now  is  that  they're  making  money."  Nautor 
posted  a  pretax  profit  of  $440,000  on  sales 


of  $45  million  in  1 
Profit  for  2002  hit 
million  on  revenue^ 
$79  million. 

Ferragamo  says  fie 
wants  to  turn  the  1,600 
people  who  own  Swans 
into    Nautor's    mosti. 
powerful     marketing  l 


Natty  Nautican:  Ferragamo,  50,  liked 
Swan  so  much  he  bought  the  company. 


tool.  Though  Swan 
owners  have  always 
constituted  a  kind  ol 
private  club,  Ferragam 
has  made  it  literal 
"We  have  created  Clutu 
Swan — a  global  after- 
market."  Membeo 
enjoy  reciprocities  witt 
other  yacht  club: 
around  the  world,  discounts  in  some  mari 
nas  and  deals  with  such  suppliers  as  Musto 
a  maker  of  nautical  clothing.  ThrougjT 
deal  with  Bombardier's  Flexjet  division^ 
Swan  owners  can  charter  private  aircraft  a 
especially  advantageous  terms.  They  ge 
ClubSwan  magazine  several  times  a  yea 
Members-only  parties  and  receptions  tafc 
place  in  such  venues  as  the  House  of  Lord 
in  London  and  the  Bitter  End  Yacht  Qui 
on  Virgin  Gorda.  When  owners  met  earlie 
this  summer  in  Newport  for  a  regatta,  th 
event  was  hosted  by  the  New  York  Yacb 
Club.  Owner  Reiher  puts  it  succinctly 
"They  give  great  parties." 

Ferragamo  says  Nautor's  transform! 
tion  is  far  from  finished.  A  new  60-foc 
Swan,  due  out  next  summer,  will  be  stan 
dardized,  just  like  the  45-foot  model.  Th 
sales  organization  in  the  U.S.,  he  says,  neec 
revamping:  In  every  other  country,  there 
just  one  salesman.  The  U.S.  has  many.  H 
calls  the  decentralized  setup  "a  real  mess. 
Will  he  exploit  cross-marketing  Of 
portunities  between  Swan  and  Ferragamc 
There's  already  a  ClubSwan  tie  made  b 
Ferragamo.  For  the  first  time  he  sounc 
cautious:  "I  don't  want  to  push  it,  to  overd 
it,"  he  says.  Swan  represents  to  him  a  myd 
he  says— the  ultimate  sailing  yacht.  He  fee 
responsible  not  just  for  his  investment,  bi 
for  the  protection  of  that  myth.  Then  wil  Jjj 
a  laugh  and  an  I-can't-help-it  shrug,  1  J 
adds,  "Yes,  let's  create  some  products — bi 
if  and  only  if  there  is  a  reason  to  be.  Me 
chandising,  after  all,  is  in  my  heart. 
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cations  are  now  being  accepted  for  discerning  people  who  truly  appreciate  the  finest  things  in  life  to  charter  the  brand  new  192  FT. 
rssen  Motor  Yacht  "CAPRI",  this  winter  in  the  Caribbean.  This  opulent  six  stateroom  motor  yacht  is  the  only  Lurssen  built  Mega  Yacht 
lilable  for  charter  in  the  world  Her  enormous  guest  suites  and  living  areas  are  highlighted  by  the  substantial  38  Ft.  beam  of  this  ocean 
ing  ship  Her  five  deck  arrangement  dwarf  vessels  of  a  comparable  length.  "CAPRI"  is  equipped  with  a  gymnasium,  full  complement  of 
'ing  equipment,  huge  outdoor  deck  areas  and  a  helicopter  pad.  Be  one  of  the  few  who  can  experience  the  luxury  and  performance  of  a 
rssen  built  Motor  Yacht.  Manned  by  a  professional  crew,  "CAPRI"  will  provide  for  you  a  vacation  of  a  lifetime  Central  Charter  Agents. 


1300  S.E.  17th  St.,  Suite  204,  Ft.  Lauderdale,  FL  33316 
Tel:  (954)  768-0707  •  Fax:  (954)  768-0057  •  E-mail:  into  a  moranyachts.com 

www.moranyachts.com 


ISM 
CERTIFIED 


4ATAUN  151  FT.  Delta  Motor  Yacht.  Proven  around  the  world  yacht, 
r  warm  mahogany  interior  has  generous  accommodations  for  ten 
ests  in  five  staterooms.  31'  Beam.  Manned  by  an  experienced, 
Sessional  crew  and  loaded  with  water  sport  toys.  D'NATAUN  is 
iilable  this  winter  in  the  Bahamas  and  the  Caribbean.  Experience 
;  luxury  of  this  world  class  yacht  Also  for  Sale.  Central  Agents. 


3  CITY  123  FT.  Palmer  Johnson  launched  in  2000  She  can 
commodate  ten  guests  in  five  staterooms  including  an  on 
ck  master  suite.  Lots  of  charter  toys  including  30'  sport 
tder  for  fishing  and  diving.  Great  Aft  Deck  with  plasma  TV. 
r  Sale  and  charter.  Ft.  Lauderdale  Boat  Show.  Cetral  Agents. 


D  NATALIN  II  156  FT.  Feadship  Motor  Yacht  1999  has  become  one 
of  the  premier  charter  yachts  in  the  world.  Accommodations  for 
twelve  guests  in  six  cabins,  including  an  on  deck  master  suite  and 
a  full  beam  VIP  cabin.  Huge  entertainment  deck  with  Jacuzzi  tub. 
The  world  class  crew  will  cater  to  your  every  desire.  Now  available 
for  sale  and  charter.  Ft.  Lauderdale  Boat  Show.  Central  Agents. 


Not  available  for  sale  or 

iLf 

;r  to  US  residents  while  in  US  waters. 

m 
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LADY  SANDALS  131  FT.  Feadship  MY.  Originally  launched  as  the 
"GALLANT  LADY",  this  DeVries  Feadship  has  been  across  the  Atlantic 
numerous  times,  throughout  the  Bahamas,  Caribbean  &  the  Great 
Lakes.  A  solid  world  cruiser  ready  to  travel.  8  in  4  cabins  including  a 
full  beam  master  suite  with  his  &  her  baths,  spacious  guest  cabins 
below  &  a  double  cabin  on  the  bridge  deck.  Recent  refit.  Central  Agents. 
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Luxury  Resort  Homes 


Offered  for  Sale! 


WSHB 

Cypress  Creek,  SC 
USA 

(2)  500  KW  transmitter; 

(12)  Curtain  Antennas 

(3)  750  Kw  Gen  Sets 

380  acres 


For  Prospectus  or  Information, 

contact  Station  Manager, 

Ed  Evans 

803-625-5551 

ansc@wshb.P' 


Vacation  in  a  palace  of 
absolute  splendor — a  fully 
serviced  mansion  with 
exquisite  interiors,  set  amid 
rolling  fairways.  All  yours 
for  an  entire  month,  deeded 
interest.  Term-5  vears. 


RESORT 
MANSIONS 

The  grandeur  of  a  mansion. 
The  services  of  a  5-star  hotel. 


' 


phone  (480)  585-7500  •  fax  (602)  667-0299 
www.resortmansions.com 


This  is  not  an  offer  lo  sell  nor  a  solicitation  ot  an  offer  to  buy  to  residents  of  any  state  in 
which  registration  requirements  have  not  been  fulfilled.  Void  where  prohibited. 


Investments 


Portrait  Commissions 


RAISING  ALPACAS  = 

World's  Finest  Livestock  Investment 
can  return 

50%-75%annualy! 

Raising  Alpacas  for  foundation  breeding 
stock  and  fleece  is  a  sound,  renewable, 
long  term  multi-million  dollar  business  that 
can  return  huge  profit  for  many  years. 

Average  yearly  income 

per  adult  female  $10,000 

Productive  Years  15-20  years 


Yearly  Feed  and  Maintenance 
Labor  per  day  (herd  of  ten) 


less  than  $200 
30  mm. 


Simple  Shelter  S  lour  fool  woven  wire  fencing. 
Clean,  Gentle,  and  easy  to  raise. 
Huge  Growing  Demand  Nationwide. 
Limited  Growth  Protects  Business. 
Great  Tax  Benefits  and  Lifestyle. 

HemiockjBrookJJarm 

William  or  Kenda  Stern 

473  Wolf  Run  Rd.  •  Cuba.  NY  14727 

Tel.  716-372-8968  •  wwwJiemlockbrookalpacas.com 


COMMISSION 
A  PERSONAL 
MASTERPIECE 


888.500.0288 
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2003 

54x32 

Oil  on  Canvas 

Mikel  Glass 
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Luxury  Bedding 


lie  only  one  recognized  by  NASA 

Our  Weightless  Sleep  bed  deserves  to  be  enjoyed. 

H 


"he  truth  has 
et  us  apart! 

ftiai  should  be  important  to  you  is  why 
empur-Pedic  is  the  ( )NLY  bed  to  receive  an 
onor  like  this.  The  reason  is  simple... 

)ur  sleep  technology  is  light  years  ahead 
f  any  other  mattress  manufacturer.  We're 
ived  about  by  the  media — and  extolled  by 
>ore  than  25. (XX)  medical  professionals 
worldwide.  Ye l  our  miracle  has  to  befell 
b  be  believed. 

Although  the  thick,  ornate  pads  that  cover 
nost  mattresses  are  necessary  to  keep  the 
lard  steel  springs  inside,  (hey  create  a 
'hammock'*  effect  outside  and  can  actu- 
illy  cause  pressure  points  Inside  our  bed, 
ullions  of  microporoscopic  memory  cells 
unction  a>  molecular  springs  that  contour 
)recisely  to  your  every  curve  and  angle 

rempur-Pedic's  Swedish  scientists  used 
NASA's  early  anti-G-force  research  to 
nvent  Tkmfijr'  pressure-relieving  material 
—a  remarkable  new  kind  of  viscoelastic 
redding  that  reads  to  body  mass  and  tem- 
perature. It  automatically  self-adjusts  to 
xxly  shape,  body  weight,  bodyheat.  And  it's 
he  reason  why  millions  are  falling  in  love 
tfith  the  first  new  bed  in  75  years:  our  high- 
ech  Weightless  Sleep  marvel. 

Small  wonder,  then,  that  3  out  of  4 
rempur-Pedic  owners  go  out  of  their  way 
to  recommend  our  Swedish  Sleep  System* 
to  close  friends  and  relatives.  Moreover, 
88%  of  "problem  sleepers"  report  real 
improvement. 

Please  telephone,  without  the  least  obliga- 
tion, for  a  FREE  DEMO  KIT 

0  Coppap  zm  Of  !em|«i  -PMt  It:  H  tafu,  Resenrt 


Tempur-Pedic 
Swedish  Mattress 

Thais  the 

mattress  that  set 

tht  industry  abuzz!' 

-Consumers  Digest  2003 


SPACE 


THE  ONLY  MATTRESS 
RECOGNIZED  BY  NASA 
AND  CERTIFIED  BY  THE 
SPACE  FOUNDATION  ♦ 


PROUD  SPONSOR  OF 


nal.Sk 


1-888-732-0172 

Call  toll-free  or  fax  1-866-795-9367 


<> 


-PEDIC 


PRESSURE  RELIEVING 
SWEDISH  MATTRESSES  AND  PILLOWS 


Tempur-Pedic,  Inc  ,1713  Jaggie  Fox  Way,  Lexington,  KY  40511 


FREE  SAMPLE 
FREE  VIDEO/ FREE  INFO 

Everything  you  need  to  know  about  the 

high-tech  bed  that's  changing  the  way  the 

world  sleeps!  Free  Demo  Kit  also  includes  a 

FREE  IN-HOME  TRYOUT  CERTIFICATE. 


YOURS  FOR 
THE  ASKING! 
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Dali  Prints 


RARE  DALI  PRINTS 

If  you  own.  or  are  considering  the  purchase 

of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Eacn  print  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  (S15  per  issue) 


l-(800)  275-3254 

ask  for  Dept.  FM 

hilp://wv,vnlaligallcr>  cum  ■  FAX  310-454-2090 
BrjrurincAif  15332  AntKX.1i Si..  0  IOK.  Rrifk- Pahsidev  CA  W272 


Luxury  Yachting 


-SRent  A  Greek 
bruising  Pake 


SIS 


Slot  Machines/Jukeboxes 


Buying  and  Selling 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com  | 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (tor  6  to  50  gue 
from  50'  to  200'  and  $700  to  $20,000  per  day  tor  entire  yacht  wii 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet  I 
of  crewed  yachts  tor  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHI 

BUT 

•  You  can  plan  your  ov\  n  itinerary  w  ith  your  own  captain 

•  Your  food  with  your  own  chef 

•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  then 

to.. .pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  "25-i  Fir  Rd.,  P.O.B.  585,  Ambler.  PA  19002  U.S 

Tel: (215) 641-1624  •  (215)641-0423  •  (800) 223-3845  •  Fax: (21 5) 641-17 

E-mail:  info@vakfvachts.com  •  Website:  VALEFYACHTS  com        . 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-9b1-1203  www.arrc.org 
Fax:  1  707  371  2979 
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PROFESSIONAL 

SALES  TIPS 

No  fad  theories!  Just 

rock  solid  advice. 

$14.95 +  S&H 

(800)  254  -  8881 

professionalsalestips.com 
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Time- 


TIMESHARE 


|save  up  to. 

70 


off  retail! 


-  8EST  RESORTS, 
TRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREt  CATALOG 

CALL  (800)  704-0307 


H0LIDAYGR 


Mailing  Lists 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses  -  Seled  by  geography,  sates  volume, 
business  type,  conlad  name,  credit  rating,  and  more. 

250  Million  Consumers  -  Select  by  age,  income,  home  value, 
buying  behavKx.  Geography,  and  more 

Customer  Analyzer  &  Prospect  Builder  -  Analyze  youi  current 
customers  4  find  prospects  that  match  Free  analysis  4  25  Free 
prospects  at  infoUSA.com 

mf*  s^  1  -800-555-5335  „,,FOR 


iurary  luxury  villa.    Fabulous  lake  (f  golf  setting.    Amenities:  54  noie 

private  golf  &  country  club,  fantastic  fitness  center,  private  Gulf  Beacn 

Cluo,  upscale  shopping,  award  winning  restaurants  ana  world  renown 

cultural  centers.    $1,275,000.    Furnisnea 

GARY  L.  JAARDA  •  239/949-1514 
www.premier-properties.com  >*>*-»»»•  Eg 
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Stainless  Steel  Pool  Tables 


THE  EXCALIBUR 

Itliskid  aitil  pool  icbli 


^Mhtom  &oMeb 


Makers  of  Fine  Contemporary 
&  Antique  Style  Billiard  Tables 


6160  Ulmerton  Road 

Clearwater,  Florida  33760 

For  a  Brochure  Call 

(727)539-6212 
Fax (727) 536-7707 

vvww.mitchell-custom.com 
F-mail:  mitcustom@aol.com 


i..n  Brands  Uaiiable     BfflWU 

(416)717-1110 

to.  Canada 


*n     Visa,  Mastercard 
and  American  Express 


Authentic  itv.  satisfaction  and  delivery  guaranteed! 


SAVE  35-70°/ 


on  Famous  Name  Brands 


SIERRA 


Traditions 


For 

Men 


FREE  Catalog 

800-713-4534 

Shop  On-Line 

SierraTradingPost.com 

Key  Code 

FY 1003 
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OUTLET  STORE 
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VISA 


Forbes  Subscriber  Service 

To  order,  change  address 

or  other  customer  service 

call  1-800-888-9896 
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Investments 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 

It's  InvestorTainment®  We  use  investor 

funds  to  purchase  distressed  property 

nationwide.  The  properties  are 

rehabilitated  and  sold  for  a  profit-Simple! 

Rated  lowest  Risk  by  Dun  &  Bradstreet 

Toll  Free  (877)610-5982 

Office  847-289-0269 

CEO  847-341-4325 

Website  www.investforclosures.com 

Email  info@investforclosures.com 


Legal  Services 


HEHF 


ilii 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


IB  DdllKII 
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Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •www.searsatty.com 


fM^QSSB 


Franchise  Opportunity 


Express  Success 


We're  the  #1  staffing  franchise: 

•  Ollice  services,  professional  &  temporary 
staffing  &  executive  search  -  one  franchise 

•  400+  offices/96%  (ranchisee success  rale 

•  100%  funding  of  client  receivables 

•  Leading  staffing  industry  sales t7mmirn» 

•  People  business/sales  &  marketing  locus 
franchising@expresspersonnel.com 

Prime  territories  available  throughout  N  America 


XlG\     TOIL  FRCC  24/7: 

<%>  1-877-652-6400 


BANK  SAYS  "NO"? 

We'll  pay  you  cash  for  your 
company's  receivables  within  24 
hours.  Approvals  by  phone. 
Personalized  service.  No  upfront 
fees.  No  collateral  required. 
Call  today  to  CASH  $50,000 
minimum  to  $2,500,000. 
It's  more  affordable  than 
you  think. 

Mr.  Weil  800  -499-6179 
or  888-505-7332  for 
recorded  information. 


Forbes  Guru  Picks 


10  Stocks 
for  the  Summer  of  2003 

Forbes  Newsletters  just  issued  a  new  BUY 
LIST  containing  the  TOP  recommendations 
of  10  of  our  best  performing  gurus.  For  a 
limited  time  this  Special  Report  is  available 
without  charge  when  you  sign  up  for  Forbes 
FREE  Investment  Guru  Email. 

Sign  up  today  at  www.forbes.com/guru 


Finally 

SMOKERS 

SAVE  up  to  70% 

On  TERM  LIFE  Insurance 

Call  InsuranceQuote  Services 

1-800-972-1104 

For  GUARANTEED  LOWEST 

PRICES 

In  the  USA 


Financial  Services 


Reduce  Payroll  Taxes 
$99  Sec  125  Plan  Docs 


PRETAX:  Insurance,  Medical  Bills 
and  Dependent  Care  Expenses 

www.NetPayUSA.com 
888-755-3373 


umiJMitU.  mom  \mm&*'-«*m 


IS  THIS  THE  PERFECT 
WHITE  COLLAR  BUSINESS? 


FREE  VIDEO  reveals  why  prominent  attorney  left 
practice  for  goldmine  business  providing  low-cost 
lawsuit  protection,  privacy,  tax  reduction-now 
needs  Associates  nationwide.  You  can  enjoy 
exceptional  income,  ideal  lifestyle  and  prestige 
representing  these  important  services  to  business 
owners,  professionals  and  families  in  your  area. 
Local  appointments  available.  You  earn  large 
initial  fees  plus  renewals.  As  few  as  10  clients 
yields  as  much  as  $64,000.00  income.  Work  from 
home,  no  overhead,  flexible  hours  you  control.  No 
franchise  fee.  Fast  start.  Full  training  and  support. 
Proven  business  system.  No  special  education, 
financial  background  or  sales  experience  required. 
24-hour  free  recorded  message:  (800)  653-4497 
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Capital  Asset 

Management 
(800)  7 1 0-0002        Fr«e  Brochure 

Visa/MC/Amex     www.ass*tpro«ectionxoni 


THOUSANDS 


Of  Businesses  For  Sale  By  Owners 

Nationwide.  Preview  Businesses 

For  Free. 

siGl/1/BS 

If  Interested  In  Buying  Or 
Selling  A  Business  Call 


1-800-999-SALE 

or  visit  www.gwbs.com 


rtunity 


"TO       "SIZZLING 

GROUND 

FLOOR  OPPORTUNITY" 

America's  most  exciting  and  fastest 
growing  beauty  product  superstore  is 
coming  to  a  city  near  you.  Glamour 
Secrets  offers  an  unprecedented 
opportunity  for  a  franchisee  to  enter 
the  explosively  fast  growing  beauty 
product  industry  in  a  very  high 
margin,  profitable,  fun  business  with 
incredible  growth  potential.  Full 
training,  merchandising,  advertising 
and  operational  support.  Glamour 
Secrets  provides  a  very  unique 
shopping  experience  in  award 
winning  designed  superstores.  Get 
into  a  recession  proof  business  and 
the  glamour  business  in  high  traffic 
malls  and  power  centers  and  build 
some  serious  equity  for  your  future. 
Individual,  area  and  multiple  store 
franchises  available  across  the  U.S. 
Call  Doug  Warren  toll  free  at 

866-713-7487  ext.  222 

or  e-mail 

doug@glamoursecrets.biz 

for  more  info. 
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Buy  Foreclosed  Prope 

Use  INVESTOR'S  Money.  Split  Big  Pi : 

Complete  Training.  Call  for  Fretl 

Information  Package. 

800-995-0049  ext.  Nial 


e-mcorporate 


Incorporate  in  Delawan 
U.S.  bank  accounts  oper 
Legal  Delaware  address 

Delaware  Incorporation  Handboa: 


Delaware  Business  Incorporators 

800.423.2993 
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Busin«M»  Loans  ■  Equipment  c««st 

OWN  YOUR  OWN 

BUSINESS  LOAN  COM f At 

No  experience  needed     We  support  y 
RECEIVE  A  FREE 
45  MINUTE  VIDEOTAPE  SEMINAR 
FULL  COLOR  INFO  PACKET  4  BROCHURE 


CALL  TODAY 

800-336-3933 
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€-*    Tbc  Loin  Consultants,  Inc. 


$250,000  Profit 

First  year  in  business 

if  you  are  a  serious  person  who  w. 

to  make  serious  money. 

We  have  the  program  for  you.. 

Investment  only  $14,900 

Call  1-800-675-6144 
You  Will  Make  Money 


INVESTORS  WANT! 

Great  Returns 
Monthly  Check 
Free  Info  (800)  705-4 


Vineyard 


SANTA  BARBARA  WII 
COUNTRY,  CALIFORfs 

93  ac  Vineyard  Estate  land  with  58  ac 

varieties  of  premium  grapes,  numei 

home  sites,  borders  golf  course,  fut 

Napa  Valley  for  Southern  Califom 

1 30  miles  north  of  L.A.  $4,200,0( 

Santa  Ynez  Valley  Real  Estate  C< 

800-959-5717 

www.santaynezvalley.com 


Business  Service- 


NEGOTIATION  SPECIALIS 

We  speak  all  foreign  languages 

Claims  processing.  Corporate 

transactions.  We  do  all  deals. 

Cut  company  costs  by  selecting  i 

We  get  you  what  you  want.  Every  I 

1-866- DEAL- DONE  (1-866- 332 -53 

Web:  www.negotialionsuperstars.coi 
e-mail:  sales @negotiationsuperstars.c 
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Consumer  Pro. 

Enzyte 
1-877436-9983 
www  enzy te.com 

Its  Just  Lunch 
888-300-9500 
www.itsjustlunch.com 

Shell  Oil  Company  USA 
www  shell  com 

Tropicana®  Pure  Premium®  Low  Acid 
1. 800  237.7799 
Dental  Care 

American  Dental  Association 
1-800-232-7698  Ext.  240 
w  w  w  ada  org/Source  Code  240 

Energy 

ConocoPhillips 
www.conocophil  lips.com 

1'SEG 
973-430-6564 
www.pseg.com/investor 
Financial  Services 

American  Century  Investments 
|  -877-44-  AMCEN 
www.amencanccntui) com 

Lincoln  Financial  Distributor! 
www.LFD.com 

Marsico  Funds 

S60-N6X6 

wwwjnarsicofunds.com 
T.  Rowe  Price 

Large  Cap  Funds  0676X4DEQ 

1-800-541-4742 

www.lrowcpnce.coin 

The  Vanguard  Group 
800-523-1877 

www. vanguard  com 
In  surance/f'inancial 

New  York  lite  Insurance  Company 
' '63-7946 
www. new yorklile  com 
Investment  Promotion  Organisation 

Invest  Hong  Kong 
852-31071000 
www.investhk.gov.hk 
Real  Estate 

Shimao  Group 
www  shimaogroup.com 
Travel/Hotels 

Asian  Affair  Holidays  (Singapore  Air.) 
www.singaporeair.com/amcncas 
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l-800-AIRWAYS 
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Rallies  International 
www.raffles.com 
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1-800-951-1203 
www.arrc.org 
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'    Capital  Asset  Management 
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Capital  Solutions 
1-800-499-6179 
www.4capitalsolutions.com 

Delaware  Business  Inc. 
1-800-423-2993 
www.e-incorporate.com 

Express  Personnel  Services 
1-877-652-6400 
www.expresspersonnel.com 

Glamour  Secrets 
1-866-713-7487  ext  222 
www.glamoursecrets.biz 
"t  Great  Western  Business 
1-800-999-SAVE 
www.gwbs.com 


Havana  Cigar  Company 
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1-800-972-1104 
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InvestForClosurers  Financial 
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www.investtorclosures.com 

Key  Funding  Source 
i  800-705-4423 
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1-727-539-6212  www.mitchell-custom.com 
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Nationwide 
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Negotiation  Superstars 
1-866- Deal-Done 

www.negotiationsuperstars.com 
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Premier  Collections,  Ltd. 
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On  the  Business  of  Life 


II 


On  this  year's  Forbes  Four  Hundred  roster  of  the  richest  people  in  America,  there  are  52 
new  faces.  Fourteen  of  them  have  actually  undergone  face-lifts:  They'd  been  in 
before,  fell  out  and  are  back  looking  like  new.  It's  interesting  to  note  that  this  year  it 
takes  $225  million  to  be  included — the  same  as  in  1987.  This  in  spite  of  the  fact  that  last  year  the  lists 
closed  just  two  weeks  before  the  Dow  went  over  the  Oct.  19  precipice — a  discombobulation  reflected, 
of  course,  this  time  around.  — MALCOLM  S.  FORBES  (1988) 


A  few  thoughts  from  Forbes  400 
members,  past  and  present: 


Rich  people  love  bargains.  Tliat's  how 
they  got  rich. 

—DAVID  GOLD 


I  made  a  pact  with  myself  that  I 
haven't  violated:  I  was  never  going 
to  be  vulnerable  to  a  bank  again. 

—JAMES  LEE  CLAYTON 


/  want  to  be  remembered  for  doing 
something  to  cure  cancer — doing  that 
will  really  mean  something. 

—ION  HUNTSMAN 


Your  list  is  confused  with  a  list  of  who 
owes  the  most. 

—LAMAR  HUNT 


Take  trie  off  this  list. 

—JEFFREY  KATZENBERG 


I'm  jint  a  retired  guy  who  made  a  couple 
billion  by  being  in  the  rig  the 

right  time. 

—RICHARD  , 


We're  just  simple  countryfolk  trying 
to  keep  bread  on  the  table. 

—DAVID  SAPERSTEIN 


This  country's  going  to  have  a  revolution 
if  something  doesn't  happen  to  the  haves 
and  have-nots. 

—ARTHUR  ROCK 


Bernard  Baruch  said,  "I got  rich  by  selling 
too  soon. "  I  got  rich  by  never  selling. 

—KENNETH  LANGONE 


\  fy  life  is  a  fairy  tale,  except  it's  real. 

—ALFRED  MANN 


People  retire  to  do  what  I  do  every  day-, 
play  golf  with  Arnold  Palmer  and  tenn: 
with  Monica  Seles.  As  long  as  I  can 
contribute,  Til  be  around. 

—MARK  MCCORM/J 


/  classify  business  as  pigs  and  cows. 
Banks  are  pigs  because  they  only  get 
fatter.  The  car  business  is  a  cash  cow. 

—JOHN  EDWARD  ANDERS 


/  don 't  need  the  money,  but  Til  take  it. 
£  I  —JOSEPH  JAMAIL 


A  Text... 

He  that  followeth  after 
righteousness  and  mercy 
ftndeth  life,  righteousness 
and  honor. 

—PROVERBS 


Sent  in  by  Cathy  Bishop,  Shadow  Hills,  ( 
What's  your  favorite  text?  Forbes  Boa 
Quotations:  Thoughts  on  the  Business  of  L 
given  to  senders  of  Bible  texts  that  ate  use< 


More  than  14,000  "Thoughts,"  arranged  alphabetic! 
subject,  .no  available   in   .t  900-page,  one-vi 
deluxe  edition.  Forbes  Hook  oi  Quotations  Thoutfits 
Business  ot  1  ife.  The  price  is  $40.  plus  S3.50  shipping 
$1  per  item  tor  handling  (add  applicable  sjIc 
To  order,  please  call  toll-five,  I  sun  876-6556. 
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this;  in  a  single  summer,  the  three-inch 
•etologists  attribute  this  voracity  to  just  one 

o  his  hibernaculum  —  until  things  start  buzzing 
mething  to  consider. 

dapt  to  what's  happening  right  now.  To  roll 
a  shift  in  customer  preference.  A  new  trend. 
9asonal  spikes  are,  well,  seasonal. 

eed  only  during  the  rush.  If  you're  thinking  like 
ey  in  the  off-season,  reduce  the  outlay  of  capital 
way  beyond  IT. 

ariable.  It's  about  tactical  partnerships.  Leasing, 
Focusing. 

t  the  frog.  The  frog  knows. 


business  starts  with  on  demand  thinking. 


business  expertise  to  see  possibilities  and  the 
inology  and  your  culture.  On  demand  business, 
services/thinking 


rights  reserved. 


Derrick  Warren,  IBM  variable  cost  guru,  retail  industry 


SAMSUNG  DIGITS 

everyone's   invited™ 


Bloomberg  gets  its  vision  from  Samsung 


fftflit 


•  Super-bright,  razor-sharp  19"  analog/digital  TFT/PVA  display     

•  Unique  dual-hinge  base  allows  up  to  90°  tilt  for  optimal  ergonomics 

•  1280  x  1024,  Xtrawide™  17071 70°  viewing  angle,  VESA'  wall-mountable  base 

•  World's  leading  manufacturer  of  TFT-LCD  displays 


- 


Visit  www.samsungusa.com 

©2003  Samsung  Electronic^merica.  Inc.  Screen  images  ..re  simulated. 


That's  DigitAII  vision. 


Bloomberg 


When  it  comes  to  the  market,  Bloomberg  isn't  afraid  to  take  a  unique  perspective. 

That's  why,  everywhere  you  look,  Bloomberg's  corporate  offices  are  filled  with 
streaming  financial  news  on  displays  from  Samsung  —  the  world's  leading  manufacturer  of  TFT-LCD  displays. 
From  columns  on  the  wall  to  displays  in  the  floor,  Samsung  monitors  set  themselves  apart  by  delivering 
superior  technology  and  stylish  design.  And  the  new  SyncMaster  192T  is  no  exception.  With  that  kind  of 
outlook,  it's  easy  to  be  bullish  about  Samsung. 


Add  vision.  Add  possibility.  Add  Samsung. 
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Feeding  baby  formula  and  cereal  can  be  messy,  but 


making  it  is  an  exercise  in  precision.  Food  companies 


need  to  know  the  origin  and  quality  of  the  ingredients 


V 


they  use.  Several  of  the  best  have  turned  to  Cargill. 


We  created  a  streamlined  supply  chain  that  simplified 


their  sourcing  and  provided  quality  assurance  for 


the  many  oils  they  use  in  making  baby  formula  and  cereal. 


Now  the  companies,  as  well  as  the  babies,  have  a 


healthy  outlook.  This  is  how  Cargill  works  with  customers. 


collaborate     >    create    >     succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


www.cargill.com 
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THE  NISSAN  PATHFINDER  AND  NEW  FULL-SIZE  PATHFINDER  ARMADA. 
THE  ADVENTURE  HAS  GROWN.  THE  LEGACY  HAS  GROWN.  THE  FAMILY  HAS  GROWN] 

Once  upon  a  time  in  1987,  when  the  term  "SUV"  was  still  a  novelty,  Nissan  introduced  the  Pathfinder.  An  innovative,  foui ' 
wheel-drive  vehicle  for  <  se  adventuresome  souls  who  realized  that  the  most  intriguing  parts  of  our  planet  weren't  pavei : 
with  asphalt.  In  the  year,  tc  .-ome,  the  Pathfinder  developed  an  enviable  reputation  for  ruggedness,  durability  and  fortitudi  j 
among  those  who  chose  tc  ft  how  their  heart  instead  of  the  herd.  Today,  in  the  spirit  of  accommodating  this  ever-growing  famil  I 
of  pioneers,  Nissan  is  proud  to  introduce  the  newest  addition  to  its  family  of  SUVs:  the  full-size  Nissan  Pathfinder  Armads' 
With  a  powerful  300+  hp  V8  engine  Voluminous  interior  space  for  up  to  eight  people.  And  the  unique  ability  to  expand  oj 
the  Pathfinder's  legendary  heritage  off  i i  -wheel-drive  adventure.  For  more  information,  call  800-NISSAN3  or  visit  NissanUSA.con  | 

•Available  October  2003.  Cargo  and  load  capacity  limited  by  •  i  ight  and  distribution.  See  your  owner's  manual  for  properly  securing  cargo  and  maximum  payload  capacity.  Nissan,  the  Nissan  Brand  Symb  ' 
"SHIFT_"  tagline  and  Nissan  model  names  are  Nissan  tradem  irki  .  Tread  Lightly!"  Please.  Always  wear  your  seat  belt,  and  please  don't  drink  and  drive.  S  2003  Nissan  North  America,  Inc. 
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"We're  driving 
lobal  innovation 
ight  here  in  Ontario. 

lichael  Grimaldi,  President,  General  Motors  of  Canada  Limited 


"GM's  Autoplex,  in  Oshawa,  Ontario,  is  the  largest  auto  manufacturing  facility  in 
North  America,"  notes  Michael  Grimaldi,  GM  Canada's  President.  •  With  the  opening  of 
a  new  110,000  square  foot  Regional  Engineering  Center,  GM  Canada's  engineers  are 
driving  product  and  process  innovation  at  its  Canadian  facilities  and  can  collaborate  in 
real  time  with  the  company's  other  vehicle  development  centers  worldwide.  "GM 
Canada  is  a  leader  in  quality,  productivity  and  safety,  and  is  sharing  this  expertise 
throughout  the  Corporation's  global  operations,"  adds  Grimaldi.  •  This  spirit  of  innovation 
is  a  key  benefit  of  locating  in  Ontario.  •  The  province's  workforce  is  exceptionally  well 
educated,  with  60%  having  attended  college  or  university,  the  highest  ratio  in  North 
America.  Moreover,  half  a  dozen  technical  schools  work  with  industry  to  develop 
advanced  training  programs  tailored  to  the  needs  of  component  and  vehicle 
manufacturers.  •  Combine  this  with  Ontario's  competitive  costs,  central  location, 
world-class  infrastructure  and  duty  free  access  to  the  U.S.  and  it's  no  surprise  the 


province  continues  to  attract  investment.  Ne 
exceeded  $20  billion.  •  Get  in  touch  to  see  < 

>w  capital  expenditures  from  1990  -  2000 
why  business  in  Ontario  is  really  motoring. 

www.2ontario.com 

1  800  819-8701 

Ontario 

Canada 

The  Futures  Right  Here 

Who   would   have  thought 


THAT    500    YEARS    LATER, 
,4G    GOODS    AROUND    THIi    GLOBE 
WOULD    STILL     BE    JUST     AS    SCARY? 
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On  the  Cover 

88    Cult  of  Personality 

The  wealthy  and  well-conned  eel 
are  flocking  lo  an  executive 
training  firm  run  by  a 
charismatic  leader  named 
Keith  Raniere.  They  call  him 
"Vanguard."  liy  Michael  Freedman 


1 14    Back  on  the  Chain  Gang 

These  guys  cut  almost  $3  billion 
in  costs  by  overhauling  the  mas- 


br  you?  liy  I  hi i del  Lyons 


The  Best 
Business  Schools 

The  Money  Factory 


What  is  it  about  the  I  larvard 

business  School  brand  that  < 

j 

causes  dollars  to  rain  clown  on 
students  and  teachers  alike? 
liy  ('liana  R.  Schocnbeiver 


B-Schools:  The  Payback 

An  M.b.A.  still  pays  lor  itself. 
Our  guide  lo  the  50  best  schools 
in  the  U.S.  and  lo  another  15  for 
those  who  want  to  invest  abroad. 
By  Karl  liadeali 
and  Lesley  Kan 
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AT&T  Wireless  works. 


average 
20-40  Kbps 


Sprint  works  nearly  twice  as  fast. 


average 
50-70  Kbps 


Your  business  can  get  more  done,  faster,  in  more  places 
nationwide  with  the  Sprint  advanced  wireless  network. 

Compared  with  the  AT&T  Wireless  Next  Generation  network, 
Sprint  gives  you: 

•  Laptop  connections  nearly  twice  as  fast 

•  30%  larger  coverage  area 

•  35  million  more  people  covered 


All  of  this  and,  of  course,  clear  calls  on  the 
most  complete,  all-digital  wireless  network  in 
the  nation  to  make  your  business  more  effective 

Get  the  facts  at  www.sprintpcs.com  or  call  877-459-8144 
for  a  PCS  Business  Representative. 


PCS  Connection  Card." 
Insert  it  in  a  laptop. 
Get  a  wireless 
connection. 


Sprint 


One  Sprint.  Many  Solutions? 


Voice/Data         PCS  Wireless         Internet  Services         E-Business  Solutions         Managed  Services 


Deed  claims  based  on  published  averages  from  each  carrier  and  other  information.  Realized  speeds  will  vary  based  on  devices,  tasks  and  other  factors.  Coverage  claims  based  on  the 
ihacced  Sprint  Nationwide  PCS  Network  (reaching  240  million  people)  and  the  AT&T  Wireless  National  Next  Generation  (GPRS)  network  and  coverage  included  with  available 
jrvice  plans  excluding  roaming  areas.  Copyright  ©2003  Sprint  Spectrum  LP  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP. 


A  BOLD  LINE  DRAWN  IN  THE  SAND 


Sharp  odges.  Dramatic  angles.  Designs  so  revolutionary,  nothing  out  there  l< 
like  their,    What  began  with  the  groundbreaking  CTS  has  led  to  the  striking 

@^tar 

o»   '  cadillac.com        800  333  4CA0        Call  ]  888  40NSTAR  or  visit  www.onstar.com  for  system  limitations  and  i 


(LR  roadster.  And  now  the  evolution  culminates  in  a  performance  utility  destined 
o  change  the  automotive  landscape-the  320-horsepower  Cadillac  SRX  V8. 

GM  Corp.  All  rights  reserved.  Break  Through™  Cadillac-  Cadillac  badge"  CTS*  SRX™  XLRrM 


QNLIN 


Forbes 


HOME 


com 


BUSINESS         TECHNOLOGY         MARKETS 


Home  Page  for  the  World's  Business  Leader 

WORK         LISTS    '     PERSONAL  FINANCE         LIFESTYLE 
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Executive  Connection.  A  con- 
densed, personalized  version  of 
Forbes.com  on  your  desktop. 
Business  News  Alerts.  Desktop 
alerts  on  breaking  business  news. 
Sign  up  for  this  service  and  for 
alerts  via  phone  or  e-mail  regard- 
ing any  story  on  Forbes.com. 

Forbes.com  CEO  Network 

Forthcoming  online  chat: 
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Christian  Capitalism 

Julie  Watson 

Americans  will  buy 
$1  billion  worth  of 
Christian-fhemed  mer- 
chandise this  year — just 
from  Wal-Mart.  No  big 
store  has  more  smartly 
gone  after  this  fast-grow- 
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marketing  consultancy.  But,  he  warns,  Wal-Mart  could 
squeeze  the  8,000  small  Christian  retailers  scattered 
around  the  U.S.  In  a  special  report,  Forbes.com  looks  at 
the  challenges  facing  companies  that  target  Christians  and 
the  transformation  of  megachurches  into  big  business. 
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What  Would  Jesus  Do?  line. 


Koenigsegg  CC. 


Matt  Davis 

Want  to  be  the  first — or  only! — one  on  your  block  to 
own  a  Koenigsegg  or  an  Orca?  Better-known  European 
marques  like  Porsche  are  seeking  to  attract  ever  more 
American  buyers,  even  coming  out  with  less  expensive 
models,  while  some  European  automakers  are  crafting 
expensive,  high-performance  cars  that  may  never  be  sold 
here.  Why?  Price,  failure  to  pass  emissions  standards  and 
lack  of  distribution.  Forbes.com  highlights  the  pick  of 
these  supercars  and — if  you  have  the  money,  patience  and 
desire — vhat  you  have  to  do  to  get  one  in  your  garage. 
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a  McKinsey  report  on  supply 
chain  implementation. 

Best  Business  Schools 
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are  available  online. 
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''Our  supply  c h a i n  was  bunt  u»  the 

ompany  we  were  5  years  ago.  Build  me  one  for  the  company 

I  see  5  years  from  now/' 


If  you're  leading  your  company  in  a  new  direction, 
we  suggest  a  first  stop  at  Brown:  Our  supply 
chain  people  have  years  of  experience  designing, 
implementing  and  managing  synchronized  transpor- 
tation and  distribution  networks.  Combine  that  with 
our  expertise  in  customs  and  cross-border  services 
and,  perhaps,  it's  time  to  sit  down  and  talk.  Not  five 
years  from  now,  but  today.  To  learn  more  about 
UPS  Supply  Chain  Solutions"  visit  UPS-SCS.com. 
YOUR  SUPPLY  CHAIN.  SYNCHRONIZED. 


WHAT  CAN  BROWN  DO  FOR  YOU?" 


©  2003  United  Parcel  Service  of  America,  Inc. 
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riG  DcllC  Dccllb  Much  wickedness  has  descende 
upon  the  market  for  small  companies,  says  tort  lawyer  Joh 
O'Quinn.  Short-sellers  are  running  down  the  stocks  of  q 
clients.  And  they  are  doing  this  naked 

As  Rob  Whefry  explains  on  page  66,  short-selling  is  suj 
posed  to  involve  the  borrowing  of  real  stock  certificates.  If  yo| 
are  a  bear,  you  bor- 
row shares  from  a 
willing  lender  and  sell 
them.  At  some  later 
date — either  when 
you  feel  like  closing 
out  the  position  or 
when  the  lender 
wants  the  shares  sent 
back — you  have  to 
buy  some  shares  and 
replace  what  you  borrowed.  O'Quinn  says  the  bears  are  takira 
an  impermissible  shortcut.  Instead  of  finding  a  lender  of  share; 
they  have  their  broker  just  run  up  an  electronic  tab,  so  to  speal 
on  the  books  of  a  stock-clearing  corporation.  This  is  known  a 
naked  shorting. 

A  naked  short  is  particularly  tempting  if  lendable  shares  ai. 
hard  to  find — often  the  case  for  speculative  stocks  whose  far 
want  to  make  life  hard  for  the  bears.  The  bulls  clutch  their  cei 
tificates  close  to  their  chests,  keeping  the  shares  out  of  the  brci 
ker's  stock-lending  department.  In  appropriate  circumstance: 
the  result  is  a  short  squeeze.  As  stock  loans  get  called  in  and  th: 
short-sellers  scramble  to  cover  their  positions,  an  inflated  stoc 
becomes  wildly  inflated. 

O'Quinn  evidently  wants  the  cops  at  the  Securities 
Exchange  Commission  to  enforce  the  rules.  I  propose  a  differei 
way  to  resolve  the  problem:  Repeal  the  rules.  Let's  legalize  nake 
shorting  as  a  way  of  making  the  stock  market  more  efficient. 

For  an  example  of  an  inefficiently  priced  stock,  look  at  co 
orful  CopyTele,  which  during  its  20  years  as  a  public  compar 
has  been  developing  a  flat-panel  display  with  presumab 
immense  profit  potential.  So  far  it  has  had  more  success  sellir 
shares  to  dreamers  than  selling  flat-panel  displays.  Accumi 
lated  deficit:  $64  million.  In  the  nine  months  to  July  31,  it  lo 
$2.4  million  on  revenue  of  $196,000.  Book  value:  2.5  cents 
share.  And  yet  the  stock  has  quadrupled  since  January,  to 
recent  64  cents. 

You'd  be  a  fool  to  sell  this  outfit  short  under  existing  ruk 
since  you  could  get  caught  in  a  squeeze.  But  with  deep  pocke 
and  no  worry  about  a  lender  calling  in  shares,  professional  bea 
might  take  on  this  target.  Enough  shorting  would  bring  t) 
stock  back  to  intrinsic  value  (3  cents,  maybe?),  to  the  great  be: 
efit  of  investors  everywhere.  Especially  the  dreamers.     • 
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There  Auto  Be  a  Law ... 

I  would  tweak  the  plan  discussed  in  "Solve 
the  Pension  Mess"  (Sept.  29,  p.  74)  just  a  lit-" 
tie.  I  recommend  a  sliding-scale  assessment 
based  upon  price.  A  car  selling  for,  .say, 
$  10,000  would  be  assessed  only  $250,  while 
a  car  selling  for  $60,000  would  be  assessed 
$1,500,  or  some  fairer  system  like  that.  A 
one-size-fits-all  assessment  would  be  a  bur- 
den only  on  the  poorest  of  car  buyers. 

PETER  HILL 
Boston,  Mass. 

What  Next,  Foosball? 

In  "Stock  Options?  Leave  the  Options 
Open"  (Sept.  29,  p.  25),  Steve  Forbes  hit 
the  nail  on  the  head  when  describing  the 
accounting  perils  of  requiring  companies 
to  expense  employee  stock  options.  But  his 
remarks  only  tell  part  of  the  story.  Under 
the  current  FASB  proposal,  private  compa- 
nies will  be  hit  worse  than  their  public 
counterparts.  They'll  no  longer  be  able  to 
use  the  minimum  value  method,  making 
stock  option  programs  too  expensive  for 
most.  The  endgame  is  the  inability  of 
startups  to  attract  the  talent  they  so  des- 
perately require  in  their  formative  years. 
The  proposal  will  deal  a  crushing  blow  to 
this  sector — one  investors  can  ill  afford. 

MARK  HEESEN 

Pres.,  National  Venture  Capital  Assoc. 

Arlington,  Va. 

Warped  Drives 

"Joy  of  Autobahn"  (Sept.  15,  p.  224)  made 
good  comparisons  between  the  U.S.  and 
Germany — Germany's  cars  are  designed 
for  speed,  and  their  highways  are  built  and 
maintained  at  a  very  high  level.  But  in  ad- 
dition, their  vehicles  must  pass  stringent 
tests  to  be  allowed  on  the  highway.  That's 
why  you  don't  see  old  clunkers  on  the 
roads  in  Germany.  Some  states  in  the  U.S. 
have  safety  programs  or  inspections,  but  I 
know  in  my  state  diere's  really  nothing  to 
stop  you  from  driving  an  unsafe  vehicle. 

PHIL  BERG 
Seattle,  Wash. 

Window  Pains 

Security  Begins  at  Home"  (Sept.  15, 
p.  US)  omits  an  important  piece  of  ad- 
\  ice.  Since  Microsoft  can't  get  security 


A  Passage  to  India 

Regarding  "Giant  Sucking  Sound" 
(Sept.  29,  p.  58),  what  would  FORBES  i 
have  EDS  do?  Pay  $10  an  hour  fort 
work  that  can  be  done  for  a  buck  in  i 
India,  then  be  priced  out  of  the  mar-r 
ket?  Or  leverage  India's  labor  ad- 
vantage, take  its  competitors  to  thai 
cleaners  and  give  shareholders] 
higher  returns?  It's  hip  to  swear  byj 
capitalism  and  protest  its  hard  edges.- 
Capitalism  is  about  getting  the 
biggest  bang  for  the  buck,  and  usu- 
ally that's  painful.  Think  of  farm 
workers  displaced  by  machinery,  as-! 
sembly  line  workers  displaced  by  au- 
tomation.  They  adapted,  as  wil] 
those  displaced  by  outsourcing. 

NAGA  KUMAR 
Granada  Hills,  Calif. 


right,  look  for  a  technology  that  v 
For  the  past  decade  I've  been  upgr 
ing,  patching  and  rewriting  Micro 
code.  Enough  is  enough.  When  com 
nies  come  to  me  wanting  a  secure  ^ 
solution,  I  now  point  to  Linux  and  I 
Web  servers.  When  they  ask  for  a  sec 
PC  with  quality  graphics,  I  tell  ther 
buy  a  Mac.  Microsoft's  security  de 
opment  comes  from  hackers  and  f 
pie  like  us,  home  and  business  us 
who  effectively  pay  to  test  their  sofrw 
DOUGLAS  A.  K 
Business  Consultant,  Coders4i 
Greenwood, 


Forbes! 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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ig  TERM  CARE  INSURANCE    Sit-ups.  Broccoli.  SPF  35.  You've 
i  taking  good  care  of  yourself  for  decades.  The  last  thing  you  want  is  for 
■ne  to  have  to  do  it  for  you.  Our  advisors  have  a  plan  to  help  ensure  your 

freedom  so  you'll  always  be  able  to  take  care  of  yourself.  Even  if  a 
comes  when  you  can't  anymore.  For  more  information,  call  1-800-MetLife. 
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Up  Against  the  (Fire)  Wall 


T! 


The  World  s  Billionaires 


I  he  Bill  Gates  of  Israel  is  no  longer  a  billionaire^ 
Shwed,  or  "Gil  Bates,"  as  the  Israeli  papers  call  1 
had  built  a  fortune  large  enough  to  land  hi 
FORBES'  cover.  But  the  chill  in  infotech  spending  < 
profits  at  Shwed's  Check  Point  Software  Technolog 
and  its  stock  has  tumbled  40%  since  our  story,  drag 
down  the  value  of  Shwed's  12%  stake.  That  puts  th^ 
year-old's  net  worth  at  just  over  $500  million. 

Check  Point  makes  firewall  software  that  protej 
networks  from  outside  attacks  and  inside  snoops.  T 
summer  Shwed  introduced  Application  Intelligea 
technology,  which,  when  added  to  a  basic  firewall,  shields  against  sophisticated  app 
cation-level  attacks,  such  as  hackers  impersonating  authorized  users.  Check  Poin 
defense  against  future  market  downturns:  $1.5  billion  in  cash  reserves,  more  th 
enough  to  weather  the  current  storm  or  pick  off  smaller  rivals.  — Lea  Goldm 


MARCH  3,  2003 

Running  Flat 

Add  a  mushrooming  product  liability  problem  to  the  list  of  troubles  we  outlined: 
March  for  Goodyear  Tire  &  Rubber,  the  Akron,  Ohio  tiremaker.  Hoses  it  once  mai 
factured  that  circulate  hot  water  in  home  heating  systems  harden,  leak  and  fail.  Th 
failures  cause  millions  of  dollars  of  damage  to  buildings.  So  far  Goodyear  is  on  i 
hook  for  just  $34  million,  but  the  biggest  cases  have  yet  to  be  decided.  One  pending 
igation  involves  600  property  sites. 

Chief  Robert  Keegan  has  announced  yet  another  restructuring,  which  he  says 
cut  $1  billion  to  $1.5  billion  in  costs,  boost  market  share  by  two  points  in  No 
America  and  increase  average  revenue  per  tire  by  4%.  Sales  grew  sharply  in  the  sea 
quarter,  but  the  company  still  posted  a  $74  million  loss.  — Jonathan  Fa 


85  YEARS  AGO  IN  FORBES 

10  UlVG  IS  DGTTGi   A  probing  into  the  activities  of  some  of 
America's  wealthiest  men  shows  that  many  of  them  have  little  pleasure  in 
amassing  wealth  unless  they  share  it.  George  M.  Reynolds.  President  of         Sears'  Juli 
the  Continental  and  Commercial  National  Bank  of  Chicago,  voices  their  Rosenwal, 

feeling  when  he  says,  "There  is  no  higher  satisfaction  than  that  of  rendering  service  to  ot  |l 
ers."  Julius  Rosenwald,  the  multi-millionaire  head  of  Sears,  Roebuck  &  Company  of  Chicas 
once  remarked,  "Doing  something  for  others  is  the  only  form  of  pleasure  that  never  cloy 


15  YEARS  AGO  IN  FORBES 

Before  He  Made  $140  Million  when  Richard  Grasso  was  genj 

ready  to  become  president  of  the  New  York  Stock  Exchange,  he  said  his  major  goal  woi 
be  shaping  the  system  to  handle  600-million-share  trading  days.  Now  that  he  is  presiden 
he  took  the  title  in  June— too  little  trading,  not  too  much,  is  the  problem.  Gross  volume 
the  Big  Board  has  been  down  about  17  million  shares  a  day  compared  with  the  same  per 
in  1987.  Grasso,  41,  started  with  the  Big  Board  in  1968,  when  he  was  21,  working  his  way 
the  ladder  from  a  cprporate  listings  representative.  He  claims  that  the  Big  Board's  techi1 
ogy  has  improved  so  much  that  "by  the  end  of  the  year  we  should  be  able  to  mak 
600-million-share  day  look  like  a  225-million-share  day." 
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lACT  AND  COMMENT 

SteVe  Forbes,  Editor-in-Chief 
Kth  all  thy  getting  get  understanding" 


Making  Social  Security  a  Money  Machine 


WING  SOCIAL  SECURITY"  WILL  BE  A  SIZZLING  CAMPAIGN  ISSUE 

xt  \  ear.  Instead  of  trying  to  preserve  FDR's  brainchild,  why  not 

insform  it  into  something  that  enriches  the  economy  and  signif- 

mdv  expands  retirement  benefits?  The  Bush  Administration  will 

obably  propose,  as  it  has  in  the  past,  allowing  workers  to  allocate 
mall  portion  of  their  Social  Security  tax  to  their  own  personal 
rings  accounts.  Democrats  will  bellow  that  this  will  destroy 

e  program,  and  they  will  advocate  more  taxes  on  the  "rich." 
Since  Republicans  are  going  to  get  hammered  for  even  con- 

dering  changing  the  current  on-its-way-to-going-broke  sys- 

m,  they  might  as  well  be  bold 

stead  of  tentative.  They  should 

hrocate  an  exciting,  whole-hog 

ternative   to   today's  system, 

lerebv  making  the  reform  effort 

orth  the  political  heat. 
The   problems   with   Social 

ecurity  are  now  largely  known — 

le  declining  number  of  workers 

ersus  retirees,  the  fiscal  irrespon- 

bilitv  of  pay-as-you-go  (it's  the 

ublic-sector  equivalent  of  a  pri- 

ate  pension  system  with  no 
eserves,  which,  of  course,  is  ille- 

al).  Experts  argue  about  when 

xactly  the  system  will  begin  to 
>ay  out  more  than  it  takes  in.  But 
jo  one's  arguing  that  Social  Secu- 
ity  won't  eventually  self-destruct, 
lnless  it's  infused  with  funds  from 
nassive  tax  increases  or,  equally 
inpleasant,  scaled  down  by  reduc- 
:ions  in  benefits. 

The  White  House  and  the  GOP 
should  emphasize  that  Ameri- 
cans could  choose  to  stay  with  the 
old  plan  or  go  with  the  new.  But 
instead  of  permitting  workers  to  put  only  2%  to  4%  of  their 
payroll  tax  into  personal  accounts,  as  the  Administration  pro- 
posed in  200 1 ,  why  not  increase  that  to  8%  or  more?  Make  the 
contribution  significant  from  the  start. 

Critics  will  cry  that  this  will  increase  the  national  debt.  Not 
really.  The  obligation  already  exists.  The  unfunded  liability  of 
Social  Security  is  now  almost  $12  trillion,  even  though  that 
number  is  not  officially  part  of  the  national  debt.  Any  borrow- 
ings necessary  to  finance  the  transition  could  be  treated  like  a 
mortgage:  As  more  and  more  people  under  the  old  system  pass 


To  pay  scheduled  benefits,  payroll  taxes 
would  have  to  increase  more  than  50%. 

Payroll  tax  required  for  scheduled  benefits 

ias% 


When  the  trust  fund  is  exhausted  in  2042, 
benefit  cuts  would  be  drastic. 

Reduction  in  scheduled  benefits,  assuming  no  tax  increase 
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away,  a  growing  portion  of  the  payroll  tax  that  had  been  devoted 
to  their  benefits  could  gradually  be  redirected  to  paying  down 
the  borrowings.  Within  30  years  the  obligations  could  be  paid 
off.  Instead  of  having  a  pension  system  that's  a  fiscal  drain,  we 
would  have  one  that's  a  capital  creator.  Even  those  earning  min- 
imum wage  would  accumulate  a  meaningful  nest  egg  by  the  end 
of  their  work  lives. 

A  new  system  would  have  people  focusing  on  the  future,  not 
just  on  the  present,  from  an  early  age.  Millions  of  people  would 
be  motivated  to  learn  more  about  money  and  how  to  preserve 

and  grow  it.  You,  not  Washington 
politicians,  could  choose  your 
retirement  age.  No  wonder  pro- 
government  tax-and-spend  liber- 
als hate  this  idea. 

Whatever  the  particulars  of 
the  new  system  are,  it  should  have 
these  basic  components: 

•  Guaranteed  minimum  monthly 
payments  adjusted  for  inflation, 
regardless  of  how  your  account 
performs.  This  would  remove  a  lot 
of  what-if-the-financial-world- 
collapses-just-as-I-retireangst. 

•  A  small  portion  of  the  payroll 
tax  should  go  toward  disability 
and  life  insurance,  which  would 
provide  more  generous  benefits 
than  similar  components  do  in  the 
current  Social  Security  scheme. 

•  People  should  be  able  to  choose 
from  an  array  of  investments  (in- 
cluding those  with  no  participation 
in  the  stock  market):  diversified 
mutual  funds  that  meet  certain 
conservative  financial  criteria, 
including  low  expenses;  fixed-rate 

insurance  contracts;  U.S.  government  bonds;  government-insured 
bank  CDs;  and  the  like.  Government  workers  in  Galveston,  Tex., 
for  example,  opted  out  of  Social  Security  two  decades  ago,  and 
their  money  went  into  fixed-income  instruments  only.  Even  so, 
their  retirement  benefits  are  significantly  higher  than  those  they'd 
have  received  had  they  stayed  in  Social  Security.  You  should  not  be 
able  to  put  money  into  individual  securities  (like  Enron)  or  into 
such  exotic  alternatives  as  diamond  mines  in  Uzbekistan. 

•  Benefits  should  be  exempt  from  income  tax. 

•  Married  couples'  contributions  should  be  split  from  the  get- 
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go,  i.e.,  half  of  the  husband's  contribution  should  go  into  the 
wife's  account  and,  if  she  also  works,  vice  versa.  That  way,  if  there 
is  a  divorce,  there'll  be  no  fighting  over  those  private  accounts. 

Bill  Shipman,  chairman  of  CarriageOaks  Partners  and  cochair- 
man  of  the  Cato  Project  on  Social  Security  Choice  and  who  also 
helps  the  Heritage  Foundation  and  others  promote  reform,  has 
done  extensive  work  demonstrating  that  such  a  system  can  be 
created  with  extremely  low  administrative  costs.  He  proposes  a 
three-pronged  approach.  At  the  first  level,  workers'  money  would 
be  invested  in  a  collective  money  market  fund  similar  to  the  ones 
the  mutual  funds  industry  offers  today.  Then  the  participants 
would  have  four  choices — among  three  balanced  funds  and  a 
money  market  account.  The  balanced  funds  would  be  diversified 
portfolios  that  combine  stocks,  bonds  and  cash.  One  such  fund 


that  might  appeal  to  younger  workers  would  be  geared  to'war 
equities;  another,  appealing  to  those  closer  to  retirement,  would  bl 
geared  toward  bonds.  After  several  years — the  time  needed  to  builj 
up  the  assets  to  realize  the  economies  of  scale — workers  woul 
have  the  opportunity  to  allocate  their  funds  among  any  qualifie<| 
investment  accounts  that  met  reasonable  and  specific  standards. 

The  reason  all  money  would  initially  go  into  money  marke 
accounts  is  a  largely  unknown  peculiarity  in  the  way  the  fed 
now  keep  Social  Security  records:  Employers  send  in  Social 
Security  taxes  in  lump  sums  periodically  throughout  the  year 
Incredibly,  only  in  the  following  year  are  those  lump  sums  alio 
cated  to  specific  individuals'  accounts. 

There  is  nothing  to  be  gained — and  fantastic  opportunity 
to  be  lost — by  the  Administration's  being  timid. 


Beane-Balling  Baseball 


Moneyball:  The  Art  of  Winning  an  Unfair  Game — by  Michael  Lewis 
( W.W.  Norton  &  Co.,  $24.95).  One  of  the  best  baseball— and 
management — books  out.  It  chronicles  and  examines  the  extra- 
ordinary success  of  the  Oakland  Athletics'  general  manager,  Billy 
Beane,  who  is  a  colorful  mix  of  genius,  discipline  and  emotion.  If 
you  ever  come  across  anyone  connected  with  pro- 
fessional baseball  and  want  to  witness  an  interest- 
ing sight,  just  mention  Beane  and  this  book — there 
will  be  gurgling,  sputtering,  angry  mutterings. 

Beane  has  regularly  overturned  and  trampled 
the  hoary  myths  of  this  tradition-encrusted  game. 
Result:  His  is  just  about  the  most  consistently  win- 
ning of  major  league  teams,  and — get  this — it  has 
one  of  the  lowest  payrolls.  The  franchise  also  turns  a 
profit.  Myth:  Teams  without  major-media-market 
TV  contracts  can't  get  enough  revenue  to  compete. 
Baloney,  says  Beane;  lousy  management  is  largely  to  blame.  Myth: 
Teams  must  consistendy  use  base  stealing  and  sacrifices-at-bat  to 
help  "manufacture"  runs.  Balderdash.  According  to  Beane,  delib- 
erately giving  up  an  out  is  ludicrous,  a  waste.  Bunting  is  overrated, 
as  is  base  stealing.  And  so  are  sacrifices  that  advance  runners. 


Batting  averages?  Not  very  helpful.  Far  more  important  is  al 
player's  on-base  percentage;  a  walk  is  as  good  as  a  hit.  To  BeaneJ 
a  good  batter  is  one  who  forces  a  pitcher  to  use  a  lot  of  pitchesl 
every  time  he  comes  to  the  plate,  even  if  he  ends  up  striking  out.l 
The  speed  at  which  a  pitcher  can  throw  the  ball?  About  as  helpfull 
as  judging  the  quality  of  a  writer  by  the  size  of  hisl 
vocabulary.  Beane  is  also  disdainful  of  traditional! 
baseball  scouting.  His  desired  draft  choices  are| 
hardly  ever  at  the  top  of  any  other  team's  wish  list. 

This  delightfully  written,  lesson-laden  book  de- 
serves a  place  of  its  own  in  the  Baseball  Hall  of  Fame.  I 
Excerpt  When  it  suited  his  purposes  Billy  could\ 
throw  the  best  pity  party  this  side  of  the  Last  Supper. ' 
He  told  the  Blue  Ribbon  Panel  that  the  Oakland  A' s 
inability  to  afford  famous  stars  meant  that  no  matter 
how  well  the  team  performed,  the  fans  stayed  away — 
which  was  the  opposite  of  the  truth.  All  the  A's  marketing  studies 
showed  that  the  main  thing  fans  cared  about  was  winning.  Win 
with  nobodies  and  the  fans  showed  up,  and  the  nobodies  became 
stars;  lose  with  stars  and  the  fans  stayed  home,  and  the  stars 
became  nobodies. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 

>  SpringStreet— 325  Spring  St.,  between  Washington  and  Green-      player  working  hard.  Drinks  are  enormous.  Stick  to  the  basics — 


wich  streets  (Tel:  212-414-1344).  Fabulous  food  served  in  a 
sleekly  modern  and  handsome  space.  Try  the  poached  egg  with 
truffle  caviar,  the  green  asparagus  Fontina  gratin  with  prosciutto 
or  the  baked  potato  with  truffle  cream  caviar  and  fresh  summer 
truffles  to  start.  The  tournedos  Rossini  and  the  duck  three  ways 
with  roasted  nectarines  are  delicious,  and  the  tarte  aux  pommes 
fine  with  truffle  caramel  ice  cream  is  heavenly. 
•  Summit  Restaurant  and  Lounge-308  East  49th  St.  (Tel.:  2 1 2-759- 
1964).  With  Frank  Sinatra  as  its  inspiration,  diis  is  a  good-guy, 
good-time  place.  The  mood  is  kitsch,  fun  and  wonderful.  There 
are  zebra-striped  rugs,  1950s-inspired  furniture  and  a  good  piano 


New  York  strip  steak,  seared  salmon,  etc. — and  you'll  eat  well  here. 
Olica-145  East  50th  St.  (Tel.:  212-583-0001).  An  attractive 
room,  but  apart  from  die  staggeringly  impressive  foie  gras  appe- 
tizer, nothing  is  particularly  good.  There  are  too  many  other  places 
in  diis  price  range  that  do  what  Olica  does,  but  a  whole  lot  better. 
•  Morrelb-900  Broadway,  at  20th  St.  (Tel.:  212-253-0900).  This  is 
one  stylish  place,  with  impeccable  service  and  a  vast  variety  of 
wines  to  enhance  its  marvelous  fare.  Favorites:  yellowfin  ceviche, 
Austrian  Speck  (smoke-cured  prosciutto),  crisp  duck  confit,  veal 
porterhouse,  devils  food  "truffle,"  and  rhubarb  granita  with 
roasted  strawberries  in  maple  mascarpone.  F 
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LINUX: 

Operating  system  th 

can  now  give  you  the  same 

buzz  it  gives  IT. 


here  are  tech  reasons  to  love  Linux.  And  there  are  business  reasons  With  new  Novell  Nterprise'"1  Linux  Services,  you  get  both.  An  application  suite  that  helps  you 
wost  productivity  And  gives  your  tech  staff  the  deep  support  they've  been  looking  for.  Bottom-line  types  will  appreciate  the  increased  efficiency  that  comes  from 
unning  an  array  of  applications  -  everything  from  secure  identity  management  to  remote  access  to  messaging  -  on  an  operating  system  that's  renowned  for  its  low 

ost  and  reliability.  And  while  everybody's  in  favor  of  better  financial  performance,  what's  really  going  to  get  yourtech  crew  jazzed  is  the  unprecedented  multilevel 
support.  Right  on  down  to  the  actual  operating  system.  To  find  out  how  new  Novell  Nterprise  Linux  Services  can  free  your  business  to  be  more  productive,  call 
1-800-218-1600  or  visit  wwwnovell.com/linux  ®  we   speak   your   language. 


Novell 


©2003  Novell,  Inc  All  rights  reserved  Novell  is  a  registered  trademark  of  Novell,  Inc.,  and  Nterprise  is  a  registered  trademark  of  Novell,  Inc.,  in  the  United  States  and  in  other  countries  Linux  is  a  registered  trademark  of  Linus  Torvalds 


DHL  and  Airborne.  An  overnight  success. 


DHL  is  proud  to  announce  its  merger  with  Airborne. 

You  couldn't  ask  for  a  better  match.  DHL,  the  number  one  air  express  company  in  the  world,  has  joined  forces  with  A 
Express,  one  of  America's  largest  air  and  ground  parcel  delivery  companies.  Together,  we're  a  powerful  new  shipping  ch 
your  business.  Current  Airborne  customers  will  now  be  connected  to  DHL's  extensive  international  delivery  system  in  mo 


©2003  DHL  Worldwide  Express  I 


.  A.,  nghts  reserved. 


ntries.  While  DHL  customers  gain  award-winning  customer  service  to  every  zip  code  in  the  United  States, 
iv,  we  were  two  companies.  Today,  we're  a  major  new  force  in  the  shipping  industry.  Not  bad  for  a  night's 
or  more  information,  contact  us  at  1-800-CALL-DHL  or  1-800-AIRBORNE,  or  visit  wv.-w.dhlairborne.com 


WE  MOVE  THE  WORLD 


OTHER  COMMENTS 


Laws  are  like  sausages.  Ifs  better  not  to  see  them  being  made. 

—OTTO  VON  BISMARCK 


r  U616Q  by  r  Ork  Conservative  legislators  have  conve- 
niently forgotten  the  economists'  admonition  that  if  a  technol- 
ogy is  economically  competitive,  no  public  subsidies  are  neces- 
sary, and  if  a  technology  is  not  economically  competitive,  no 
amount  of  public  subsidy  or  special  favors  will  make  it  so.  Liberal 
legislators,  on  the  other  hand,  are  so  hypnotized  by  the  handouts 
to  their  favorite  industries  that  they  overlook  the  far  greater  sacks 
of  largesse  bestowed  on  their  economic  competitors. 

Environmentalists  would  be  happy  if  renewable  energy 
sources  and  energy-efficient  technologies  were  just  allowed  to 
compete  with  the  fossil  fuels  industry  on  a  level  playing  field. 
The  only  way  to  level  it  is  to  end  the  ever-escalating  arms  race  of 
corporate  subsidies  that  guarantee  green  technologies  will  never 
win,  no  matter  which  party  is  in  power.  Likewise,  many  eco- 
nomic conservatives  are  more  interested  in  freeing  energy  mar- 
kets than  in  rigging  them,  but  they've  lacked  the  ability  to  fight 
the  pork-barrel  crowd  in  Washington.  Not  only  would  energy 
markets  operate  more  fairly  and  efficiendy  but  taxpayers  could 
realize  billions  of  dollars  of  savings  by  saying  "no"  to  this 
grotesque  bipartisan  avalanche  of  welfare  for  the  well-connected. 
—EDWARD  H.  CRANE,  president,  Cato  Institute,  and 
CARL  POPE,  executive  director,  Sierra  Club, 
in  Washington  Post 

DO  tnG  JVlatn  Social  Security  finances  retirement  benefits 
by  taxing  workers'  wages.  Holding  the  tax  rate  constant,  total  ben- 
efits can  increase  by  no  more  than  payroll  increases.  That  has  been 
about  1.6%  per  year.  For  Social  Security  to  pay  a  higher  return 
than  a  market-based  system,  the  growth  rate  of  wages  paid  into 
Social  Security  must  exceed  the  rate  of  return  from  market  invest- 
ments over  an  individual's  working  lifetime.  Since  1926,  there  has 
never  been  a  44-year  working  lifetime  when  wages  grew  faster 


"And,  if  you  don't  have  an  attorney,  we  ha\>e  m   lie  ns  of  them." 
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than  a  reasonable  market  fund  of  70%  stocks  and  30%  bond; 
The  result  is  that  pay-as-you-go  programs  like  Social  Securit 
pay  lower  benefits  at  higher  cost  than  market-based  alternative; 

Social  Security  reform  is  on  the  national  political  agenda.  In 
surreal  sort  of  way  it  may  be  fortuitous  that  we  [have  been]  debat 
ing  the  idea  of  moving  to  market-based  financing  during  th 
worst  stock  market  crash  since  the  Great  Depression — the  even 
that  led  to  the  enactment  of  Social  Security.  But  do  the  math.  Bii 
market  or  bear  market,  people  who  invest  in  stocks  and  bonds  foj 
retirement  will  be  wealthier  than  those  who  rely  on  Social  Securitj 

—WILLIAM  G.  SHIPMAN,  chairman,  CarriageOaks  Partners 
cochairman,  Cato  Project  on  Social  Security  Choice 

in  New  York  Poi 

!^Cp<ir3tC  LlVCS  I'm  living  so  far  beyond  my  income  tha 
we  may  almost  be  said  to  be  living  apart. 

— E.E.  CUMMING 

KnOW  Your  FaCtS  Though  some  Native  Americans  objec 
to  Indian  sports  symbols,  it's  by  no  means  clear  that  the  activist 
quoted  by  the  media  speak  for  the  majority.  A  Sports  Illustrated  pol 
released  [last  year]  reported  83%  of  Native  Americans  agree  tha 
"professional  teams  should  not  stop  using  Indian  nicknames,  mas. 
cots  or  symbols."  With  good  historical  reason.  How  many  peopl 
know  that  the  Cleveland  Indians  were  named  in  1915  in  tribute  t< 
Louis  Francis  Sockalexis,  a  member  of  the  Penobscot  Nation  wh( 
became  the  first  Native  American  to  play  pro  baseball?  If  Nativ 
American  iconography  is  common,  it's  because  the  virtues  thes< 
icons  are  thought  to  embody  are  largely  martial  ones.  This  als< 
explains  why  we  have  Apache  helicopters  and  Jeep  Cherokees. 

In  the  political  world,  the  ability  of  the  American  people- 
Native  Americans  included — not  to  find  racism  under  ever 
Indian  icon  probably  comes  as  big  news.  But  maybe  that' 
because  our  sports  are  more  civilized  than  our  politics. 

— Wall  Street  Journa 

Imagine  1  hat  To  treat  your  facts  with  imagination  is  oni 
thing,  to  imagine  your  facts  is  another. 

—JOHN  burrough: 

rJOyS  v>lUDS  And  so,  surely  for  the  first  time  since  the  dea< 
ball  era,  the  Harvard  Old  Boys'  network  came  to  baseball.  Pau 
DePodesta  himself  sat  at  the  desk  on  the  other  end  of  the  room, 
ask  them  if  it  ever  troubled  them  to  devote  their  lives,  and  expen 
sive  educations,  to  a  trivial  game.  They  look  at  me  as  if  I've  lost  nr 
mind,  and  Paul  actually  laughed.  "Oh,  you  mean  as  opposed  t( 
working  in  some  deeply  meaningful  job  on  Wall  Street?"  he  said 

—MICHAEL  LEWIS 
Moneyball:  The  Art  of  Winning  an  Unfair  Game    I 
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Human  nature  gives  people  the  desire 
to  make  their  own  health  care  decisions. 

Uni  tedHe  alt  hear  e's  consumerism 
gives  them  the  power. 


Think  it's  time  for  someone  to  put  your  employees  at  the  center  of  their  health  and  let  them  define  what  works 
best  for  them  and  their  families?  We  couldn't  agree  more. 

Over  the  past  20  years  we've  been  giving  consumers  more  and  more  control  over  their  health  with  programs  and 
services  like  Open  Access,  Care  Coordination"^  and  the  innovative  online  consumer  tools  ofwww.myuhc.com.  More 
recently  we've  given  patients  affordable  access  to  Centers  of  Excellence  -  premier  treatment  facilities  that  can  make 
a  difference  in  the  lives  of  those  with  diseases  that  need  special  care. 

Now,  iPlan"1  and  Overture"  lead  our  new  generation  of  health  coverage  options  that  engage  and  empower  consumers 
with  appropriate  -  but  not  overwhelming  -  resources  and  financial  incentives.  So  employees  of  both  self-funded  and  fully 
insured  companies  can  have  the  control  and  accountability  to  make  the  best  decisions  for  their  own  health. 

To  learn  more  please  contact  your  broker  or  consultant  or  visit  www.unitedhealthcare.com. 

UnitedHealthcare* 

A  UnitedHealth  Group  Company 


Administrative  service  to  self-insured  plans  provided  by  United  HealthCare  Services,  Inc., 
United  HealthCare  Insurance  Company,  or  United  HealthCare  Service  LLC. 


unitedhealthcare.com 
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THAT'S  NEVER 
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A  good  Financial  Consultant  never  clocks  out.  Markets  close  but  the  process  of  watching,  evaluating,  reading  and  disc 
never  ceases.  For  us  at  Smith  Barney,  building  your  wealth  is  an  unending  process.  The  goal  is  not  a  number.  The  g( 


6)2003  Citigroup  Global  Markets  Inc.  All  rights  reserved  Membu  SIPC  Smith  Barnev  is  a  division  and  service  mark  oi  Citigroup  Global  Markets  Inc.  and  its  affiliates  and  is  used  and  registered  throughout  the  world.  CITIGROUP  and 
Market  Survey.  "lop  national  lull-service  brokerage  firms"  are  Jtimed  as  the  top  five  lirms  with  the  highest  total  clli  nl  assets  under  management  as  of  20  2003. 
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SMITH  BARNEY  HAS  THE  HIGHEST  CLIENT  SATISFACTION  OF 
THE  TOP  NATIONAL  FULL-SERVICE  BROKERAGE  FIRMS.* 
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I  work  ethic  that  doesn't  wax  and  wane  with  market  conditions.  It  is  a  belief  shared  by  Financial  Consultant  and 
ly  alike.  Maybe  that's  why  so  many  of  the  best  FCs,  and  clients,  stay  with  us  for  so  long,  www.smithbarney.com 

THIS  IS  WHO  WE  ARE.  THIS  IS  HOW  WE  EARN  IT." 


SmithBarney^ 

citigroupj 
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energy  &  power  •  information  &  communication  •  medical  systems  &  healthcare 
financial  services  •  lighting  •  transportation  •  industry  &  automation  •  building  technologies 
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Information  is  the 


l_  ^^—.4.     |^v-^  /-\  /~i  1  /—  1  v~\  /~\         Healthcare  professionals 

^Z  J  L  I  ^  \A  I  V#l      I  ^Z  •      perform  best  when  they're  well 

informed.  By  successfully  integrating  medical  and  information  technologies, 
Siemens  provides  physicians  and  health  executives  with  instant  access  to  critical 
information  so  they  can  make  the  right  decisions  right  away.  From  medication 
management  systems  to  networked  imaging  systems,  Siemens  provides 
medicalsolutions  to  improve  workflow,  reduce  costs  and,  most  importantly, 
make  cutting-edge  care  available  to  everyone,  everywhere. 

Whether  enhancing  the  quality  and  efficiency  of  healthcare,  developing 
transportation  systems  that  make  travel  safer  and  more  reliable  or  being  the 
world  leader  in  logic  controllers  for  industrial  automation,  Siemens  is 
reshaping  and  redefining  entire  industries.  When  you  have  425,000  minds 
working  together  all  around  the  globe,  including  75,000  right  here  in  the  U.S., 
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innovative-solutions  emerge.  And  that's  what  it  takes  to  change  the  world. 


SIEMENS 


Global  network  of  innovation 


Siemens  Corporation,  2003 


www.usa. Siemens. 


iURRENT  EVENTS 


y  Lee  Kuan  Yew,  senior  minister  of  Singapore 


Can  We  Ever  Understand  Muslim  Terrorists? 


ICIDE  BOMBERS,  LIKE  THE  ONE  WHO  BLEW  UP  THE  UN  HEAD- 
larters  in  Baghdad,  confront  the  world  with  the  most  cost- 
:ective  of  all  terrorist  weapons,  designed  to  wreak  psychological 
d  physical  havoc  on  enemies,  attempting  to  make  them  capit- 
ate. Saboteurs  who  want  to  fight  and  live,  such  as  Saddam  loy- 
sts,  are  not  difficult  to  defeat.  But  a  suicide  bomber  fears  nei- 
er  capture,  interrogation  nor  death.  He  needs  no  escape  plan 
len  he  attacks  high-profile,  densely  populated  targets  like 
ghdad's  UN  HQ.  He  is  the  most  powerful  weapon  there  is  for 
ose  seeking  to  destabilize  Iraq  and  make  it  ungovernable. 

What  makes  an  ordinary  Muslim  become  a  suicide  bomber? 
le  behavior  of  the  terrorists  on  trial  in  Indonesia  two  months 
o  offered  a  glimpse  into  the  terrorist  mind.  On  Aug.  7  the 
arid  was  treated  to  a  bizarre  court  scene  in  Bali.  Seated  before 
panel  of  five  red-robed  Indonesian  judges,  Amrozi  bin 
Drhasyim,  41,  was  found  guilty  of  terrorism  and  sentenced  to 
ath  by  firing  squad  for  his  role  in  the  Bali  bombing  on  Oct. 
,  2002.  He  had  killed  202  persons — mostly  foreigners,  includ- 
g  88  Australians — and  had  injured  about  350  others. 

Amrozi,  a  member  of  Jemaah  Islamiah  (JI) — a  terrorist  net- 
ork  linked  to  al  Qaeda — broke  into  a  grin  and  punched  the 
r,  shouting,  "Allahu  Akbar"  ("God  is  great").  He  then  turned 
face  the  survivors  and  families  of  those  he'd  killed,  flashing  a 
ide  grin  and  giving  a  thumbs-up  sign  with  both  arms  out- 
retched.  "I'll  be  happy  to  die  a  martyr,"  he  said.  "After  me, 
lere  will  be  a  million  more  Amrozis." 

Imam  Samudra,  another  II  member  and  a  mastermind  of  the 
ali  bombing,  told  the  court  that  the  attack  was  in  retribution  for 
le  U.S.  war  on  Afghanistan.  "Muslims  have  been  made  scape- 
>ats  for  American  terrorism  around  the  world. ...  I'd  like  to  say 
lank  you  to  the  prosecution  team,  which  has  demanded  the 
eath  sentence.  Because  in  death  we  live  peacefully,  and  in  death 
e  draw  near  to  God."  An  Australian  victim  who  was  at  the  trial 
id  who  had  lost  both  legs  in  the  blast  said,  "It's  all  bullshit  (what 
umadra  said)  ...  it  all  takes  a  bit  to  sink  in.  I'm  glad  I  came." 

At  the  same  time,  in  Jakarta,  Abu  Bakar  Bashir  was  charged 
ith  being  the  spiritual  head  of  JI  and  with  being  responsible  for 
le  bombings  of  several  Christian  churches  in  December  2000.  He 
a  charismatic  Muslim  cleric  who,  through  his  religious  schools, 
ad  recruited  both  Amrozi  and  Imam  Samudra.  Many  terror  sus- 
ects  are  alumni  of  his  school.  Bashir  was  acquitted  of  the  serious 
large  of  leading  JI  and  ordering  a  series  of  attacks,  but  he  was 
ntenced  to  four  years  in  jail  for  lesser  offenses.  His  comment:  "I 
D  many  knives,  but  I  am  not  responsible  for  how  they  are  used." 


Sentencing  the  Bali  bombers  to  death  is  like  killing  off 
worker  bees.  The  queen  bees — the  charismatic  preachers  who 
teach  a  deviant  form  of  Islam  in  their  religious  schools — will 
produce  many  more  workers. 

Converting  the  Tolerant  into  Suicide  Bombers 

When  al  Qaeda  first  infiltrated  Mindanao  in  the  southern 
Philippines  in  the  late  1990s,  Arab  teachers  had  to  carry  out  the 
suicide  bombings.  Prolonged  ideological  indoctrination  in 
Wahhabi  Islamism  has  made  some  Filipino  Muslims  believe  that 
it  is  the  duty  of  every  Muslim  to  wage  jihad;  that  armed  struggle 
is  the  only  way  to  bring  back  pure  Islam  and  that  the  greatest  act 
of  devotion  is  to  sacrifice  one's  life  for  jihad. 

Now  Arab  fundamentalists  have  succeeded  in  twisting  the 
teachings  of  Islam  in  Indonesia.  One  of  the  Bali  bombs  was  set 
off  by  an  Indonesian  Muslim.  And  at  Jakarta's  JW  Marriott 
Hotel  bombing  in  August,  the  severed  head  of  the  driver  of  the 
bomb-laden  SUV  was  that  of  Asmar  Latin  Sani,  28,  a  JI  member 
who  had  attended  the  Islamic  boarding  school  run  by  Bashir. 
Before  carrying  out  his  mission,  Sani  received  blessings  from  JI 
leaders  to  "carry  out  this  great  duty  for  God." 

Before  Islam  arrived — brought  by  Indian  traders,  not  Arab 
conquerors — in  the  1400s,  Java  had  a  history  of  many  centuries  of 
Hindu  and  Buddhist  humanist  teachings.  Hence,  the  Javanese  are 
the  most  tolerant  and  eclectic  of  Muslims.  It  is  difficult  to  believe 
that  some  among  them  are  now  ready  to  blow  themselves  up  in 
order  to  destroy  the  perceived  enemies  of  Arab  Palestinians.  Psy- 
chologists who  study  such  recruits  have  found  that  they  are  chosen 
because  they  are  vulnerable  to  religious  indoctrination  by  charis- 
matic preachers  who  employ  strict  discipline.  These  preachers 
implant  the  psychology  of  self-sacrifice  until  martyrdom  becomes 
the  recruits'  highest  purpose  in  life.  These  followers  believe  that  in 
return  for  their  sacrifice  they  will  become  shahids  ("martyrs"); 
that  all  their  sins  will  be  forgiven;  and  that  they  will  have  a  place  in 
shurga  ("paradise"),  where  72  houris  ("virgins")  await  them. 

Governments  can  beef  up  their  intelligence  services,  ferret 
out  and  destroy  terrorist  networks  and  harden  potential  targets. 
But  only  Muslims  themselves — those  with  a  moderate,  more 
modern  approach  to  life — can  fight  the  fundamentalists  for  con- 
trol of  the  Muslim  soul.  Muslims  must  counter  the  terrorist  ide- 
ology that  is  based  on  a  perverted  interpretation  of  Islam.  This 
battle  will  be  joined  when  the  fundamentalist  Islamic  terrorists 
seek  to  displace  their  present  Muslim  leaders,  as  they  must  if  they 
are  to  set  up  their  version  of  the  Islamic  state.  F 


I  Forbes 


Lee  Kuan  Yew,  senior  minister  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  Ernesto  Zedillo,  director,  Yale 
Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  and  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing 
this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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180°  flat  beds  I  gracious  service  I  privacy  I  a  better  sleep  in  business  class    BRI1  ISH  AIRWAYS 


Upgrade  from  a  power  nap 
to  a  good  night's  sleep. 
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y  Rich  Karlgaard,  publisher 


Can  America  Compete? 


ILDLY  CHEAP  TECHNOLOGY,  THE  INTERNET  AND  GLOBAL 
icing  arbitrage  have  shaped  the  business  landscape  of  the 
00s.  Can  America  compete  on  this  turf? 

Yes,  say  some,  but  at  a  steep  price.  That  price  being  the  out- 
urcing  of  jobs  to  countries  where  labor  costs  are  cheaper,  or 
e  elimination  of  those  jobs  altogether.  Ever  more  powerful 
mputers,  software  and  telecom  provide  the  means  for  job 
tomation  higher  and  higher  up  the  value  chain. 

Early  evidence  supports  this  sour  view.  The  U.S.  has  shed  2.7 
illion  manufacturing  jobs  during  this  decade  alone.  That  number 
le>  beside  the  potential  loss  of  white-collar  jobs  during  the  next 

years.  Marc  Benioff,  founder  of  Salesforce.com,  told  CFOs  at  a 
cent  FORBES  conference  that  25  million  U.S.  jobs  are  headed  for 
ingalore,  or  places  like  it,  during  the  next  ten  years!  Robyn  Mere- 
th,  a  FORBES  editor  based  in  Hong  Kong,  who  has  her  eyes 
lined  on  robust,  ravenous  China,  guesses  30  million  jobs.  Imagin- 
g  all  those  laid-off  white-collar  workers.  Sun  Microsystems  CEO 
ott  McNealy  says  "the  sky  will  be  darkened  with  consultants." 

Optimists  don't  believe  a  word  of  it.  And  history  backs  them, 
century  ago  40%  of  the  American  labor  force  toiled  on  farms. 
)dav  we  produce  more  food  with  14o  of  the  labor,  and  the 
scendants  of  those  19  out  of  20  who  were  tilling  the  soil  in 
03  have  graduated  to  less  backbreaking  work  at  higher  pay. 

Who  will  be  right  about  American  jobs  in  the  21st  century? 
ill  the  jobs  disappear  and  never  come  back?  Or  will  America, 
ice  more,  summon  its  creative  energy  and  replace  those  jobs  with 
ren  better  ones?  I  think  we  can  replace  the  lost  jobs  with*  better 
es.  But  here's  the  caveat:  We  will  do  it  only  if  the  power  of  the 
merican  worker  is  unleashed.  And  this  is  where  I  have  my  doubts. 

ow  Road  vs.  High  Road 

ight  now,  America's  public  policy  is  out  of  whack  with  the  needs 
fits  economy  and  workers — and  the  workers  know  it.  As  a  rough 
roxy,  look  at  President  Bush's  poll  numbers.  They've  been  drap- 
ing by  the  week.  This  has  little  to  do  with  Iraq.  People  who 
}uabble  with  Bush  over  Iraq  have  opposed  him  since 
in.  20,  2001.  But  since  this  summer  a  crucial  15%  of  the  voters 
ho  otherwise  like  Bush  and  support  him  on  Iraq  have  turned 
ainst  him.  Why?  Job  worries,  mostly.  Bush  needs  to  address  this 
oter  concern  directly  or  he'll  suffer  the  same  fate  as  his  father,  who 
Joked  similarly  clueless  during  a  period  of  "jobless  recovery." 

The  President  can  take  one  of  two  roads,  of  course:  the  high 
r  the  low.  The  low  road  would  be  to  shake  his  fist  at  foreigners 
nd  promise  to  put  a  stop  to  job  outsourcing.  He  could  cut 
1  visas  and  promise  to  impose  tariffs — of  course,  he'd  be  too 
mart  to  call  such  policies  protectionism.  Better  to  couch  them 
i  terms  like  "fair  trade."  The  high  road?  It's  a  set  of  policies 


that  removes  barriers  to  entrepreneurship  and  business  forma- 
tion and  makes  it  easier  to  be  self-employed. 

Picture  yourself  as  suddenly  unemployed.  What  would  you 
want?  A  handout  from  the  government?  (Yeah,  right,  as  if  that 
would  support  your  mortgage  and  college  bills.)  A  bogus  "job 
retraining"  program  taught  by  a  counselor  who  knows  zip  about 
business  and  markets  as  they  exist  in  2003?  No,  you'd  want  a  daz- 
zling home  office.  One  equipped  with  extremely  high  bandwidth 
to  better  research  your  opportunities.  You'd  also  want  great 
mobile  phone  service,  along  with  BlackBerry-type  devices  to 
help  you  be  in  touch  with  opportunities.  And  you'd  want  to  be 
able  to  expense  these  necessary  items  on  your  tax  returns.  Forget 
depreciation  schedules,  however  accelerated.  Will  Congress  ever 
wake  up?  Accelerated  depreciation  is  better  than  nothing,  I  sup- 
pose, but  it's  nevertheless  out  of  touch  with  today's  need  for 
speed.  Also,  it  creates  paperwork  for  the  sole  proprietor. 

FICA  taxes  hit  the  self-employed  very  hard.  You,  as  the  sud- 
denly self-employed  (one  of  those  consultants  darkening  the 
skies),  would  want — and  by  justice  ought  to  have — the  ability 
to  opt  out  of  that  FDR-era  creaker. 

Sunset  the  FCC 

The  big  policy  issue  is  bandwidth.  America's  telecom  system  is 
badly  broken.  It's  saddled  with  the  highest  taxes — outside  of 
tobacco  and  liquor — and  regulated  with  a  fervor  that  only  a 
French  dirigiste  could  appreciate.  Yet  have  you  heard  President 
Bush  utter  word  one  about  it?  I  haven't.  Maybe  he  said  some- 
thing and  it  was  buried  under  his  proclamations  to  save  steel 
jobs  in  electoral- vote- rich  Pennsylvania.  I  don't  know. 

What  I  do  know  is  this:  The  country  that  invented  the  Inter- 
net— that  would  be  us — now  has  some  of  the  slowest  Internet 
access  rates  of  any  major  developed  country.  Per-capita  last-mile 
bandwidth  in  South  Korea  is  20  times  ours.  Northern  Italy  now 
trumps  the  U.S.  Italy?  I  am  writing  this  column  in  my  room  at 
the  Grand  Hyatt  in  Shanghai,  China.  When  I  hook  up  to  the 
room's  Ethernet  connection,  a  typical  Web  page  appears  quicker 
than  with  any  US.  hotel  connection  I've  seen. 

What  can  President  Bush  do?  He  can  kill  the  FCC.  He  can  say: 
"The  distinctions  between  voice  and  data  and  between  local  and 
long  distance  are  no  longer  meaningful.  Therefore,  we  will  stop  reg- 
ulating them  as  such.  I  am  declaring  that  on  Jan.  1, 2005  there  will 
be  a  new  dawn  for  American  telecom.  We  will  abolish  the  regula- 
tion of  bandwidth  over  1  megabit  per  second  and  unleash  the  cre- 
ative powers  of  our  people.  Thanks  to  you,  I  have  every  faith  that 
the  U.S.  will  resume  its  proper  place  in  the  world  economy."        F 


T*Yvi"l"M-fc^  I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
■i^^L^S^T  |  ore-mailhimatpublisheraforbes.com 
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So  Move  to  New  Hampshire 


T 


he  Massachusetts  Ap- 
pellate Tax  Board  re- 
jects claims  by  Forbes 
400  member  Jeremy  M. 
Jacobs  Sr.  that  he  and  his 
Boston  Bruins  hockey  team 
can  duck  some  state  tax  be- 
cause slightly  more  than  half 
the  games  were  played  out 
Body  cho|'  of  state.  Jacobs,  63,  lives  in 
JerffeM.  Jacohjp  New  York,  but  "the  taxpayer 
here  was  conducting  a  business  within  the  borders  of  Massachu- 
setts," the  board  held,  affirming  $3  million  more  in  1991-94  taxes 
and  interest.  — Janet  Novack  and  William  P.  Barrett 

We  Can't  Imagine  Why 

"No  one  wants  to  rent  to  a  known  terrorist,"  proclaims  a  pitch 
from  tenantalert.com,  which  for  $20  a  throw  will  search  federal 
Office  of  Foreign  Assets  Control  records  as  part  of  a  criminal 
background  check  for  landlords.  But,  acknowledges  Jeff  Cron- 
rod,  who  heads  parent  Fidelity  Information  Corp.  of  Los  Ange- 
les, "Not  many  members  of  al  Qaeda  are  going  to  be  renting  a 
condo  in  their  own  name."  So  far,  no  cell  hits.     — Dirk  Smillie 

Charity  Begins  at  Home 

Washington's  Center  for  Public  &  Nonprofit  Leadership  calls  for 
an  $8,000-a-year  top  fee  for  foundation  trustees.  A  report  sur- 
veying 238  nonprofits  in  1998  found  that  14  larger  and  5  smaller 

Competitive  Edge  From  Dreams 


In  letting  comedian  Al  Franken  use  Fox  News  Network's  registered 
trademark,  "Fair  and  Balanced,"  in  the  title  of  a  book  attacking  the 
network,  a  federal  judge  doubted  that  the  longtime,  commonly  used 
phrase  even  qualified  for  registration  in  the  first  place.  If  that's  so, 
then  what  about  the  following  registrations  held  by  various  major 
financial-service  providers?  —W.P.B. 


WORDS  IN  REGISTRATION 

OWNER 

All-Star  Funds 
401(k)  Advisor 

FleetBoston  Financial 
Salomon  Smith  Barney 

Business  Advisor 

Wells  Fargo 

Competitive  Edge 

Morgan  Stanley  Dean  Witter 

Dreams 
50/50  Portfolio 

Bank  of  America 
Lehman  Brothers  Holdings 

Financial  Connections 

Wachovia 

Possibilities 

KeyCorp 

The  Power  of  Financial  Strength 

American  International  Group 

Premium  Banking 
Proven  Performance 

SunTrust  Banks 
Bear  Stearns 

Working  Hard 

Source:  U.S.  Patent  c~  Tfadtmark  Office 

Fifth  "!iird  Bancorp 

Web  si:                  pto.gov). 

infrjrmertSfnrhfis  mrp 


Did  Zach  Have  an  Intern? 

SafeSearch  offers  a  filter  to  Google  that 
:ks  adult  content.  For  some  reason,  notes 
.  .esourceshelf.com  editor  Gary  Price,  this  sil- 
'  icon  bowdlerizer  considers  risque  much  of  the 

Taylor:  12th  leader.    materja|  at  whjtehouse.gov,  the  official  White 

House  Web  site.  Among  other  things,  it  screens  out  biographies  of 
Presidents  George  Washington  and  Zachary  Taylor,  plus  references 
to  George  W.  Bush  and  Bill  Clinton.       -Anne  P.  Mintz  and  W.P.B 


ones  paid  more  than  $100,000  a  year.  Fort  Worth's  Kimbell  Art 
Foundation  paid  about  $750,000  each  to  two  trustees  who  said 
they  worked  full  time,  while  the  tiny  (assets  then:  $18  million) 
Ira  and  Doris  Kukin  Foundation  of  Livingston,  N.J.  paid  three 
trustees  a  total  of  $690,000.  Kimbell  no  longer  compensate! 
trustees.  Kukin,  whose  assets  at  last  report  have  dropped  73% 
still  paid  $340,000.  —Tomas  Kellner  and  W.P.B 

New  Name:  "Painter  of  Tax-Exempts"   ; 

The  Internal  Revenue  Service  has  abandoned  objections  to  tax- 
exempt  status  for  a  nonprofit  founded  by  commercially  success^ 
fill  artist  Thomas  (Painter  of  Light)  Kinkade  after  a  judge  criti- 
cized agency  delays.  Over  nearly  two  years  "at  least  four  differen 

IRS  agents,  each  of  whom  appears  tc 
have  started  anew"  reviewed  the  ap 
plication,  wildly  blowing  a  270-da\j 
time  limit,  U.S.  District  Judge  Rose 
mary  M.  Collyer  in  Washington,  D.Q 
wrote  in  declaring  that  she  would  de 
cide  the  application.  The  IRS  had  sak 
that  it  would  be  improper  persona 
gain  for  the  Thomas  Kinkade  Foun 
dation  Charitable  Trust  to  buy  copie 
of  Kinkade's  art  from  his  publicly  traded  California  compan) 
Media  Arts  Group.  —J.N.  and  W.P.B 

Trying  to  Make  a  Splash 

The  world  suddenly  has  competing  makers  of  consumer-mar 
ket  land-and-water  vehicles.  A  South  Carolina  company  jus 
started  production  of  Terra  Wind  Amphibious  Motor  Coach, 
42-foot-long  RV  that  doubles  as  a  yacht.  Cost:  $850,000.  For  th 
more  budget-minded,  a  British  firm  unveiled  Aquada, 
$245,000  number  that  will  do  lOOmph  on  land  and  30  in  th 
water.  Flashback:  In  the  1960s  a  German  outfit  produced  some 
thing  similar  called  Amphicar.  Despite  wide  publicity  and  ap 
pearances  in  several  movies,  only  4,000  were  sold.  — D.S 

No  Question  About  That 

The  August  issue  of  the  brokerage  trade  publication  Registere* 
Rep.  put  recently  resigned  New  York  Stock  Exchange  chairma 
Richard  Grasso  on  the  cover,  topping  its  2003  "Ten  to  Watch 
list.  What  was  the  stated  criterion?  Those  individuals  "who  ar 
setting  the  agenda  for  the  financial  services  industry."      — J.h 
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that  a  new  airline  would  not  succeed  in  the  highly  competitive  aviation  industry.  JetBlue  quickly  disproved 

•perations.  Since  then,  they  have  continued  to  grow  by  offering  unparalleled  service  and  convenience  to  their 

quoH made  them  one  of  America's  most  admired  and  successful  airlines,    mj|   ml  mb|  ml  ma 

inmg  companies  of  the  world's  most  progressive  stock  market.    I^1^QL59Iw^^vm 


ON  MY  MIND 


By  John  C.  Bogle,  founder,  the  vanguard  group;  former  chairman,  the  investment  company  institute 


Scandal  and  Reform 

The  mutual  fund  industry  is  going  to  need  the  government  to  clean  its  house. 


FOR  YEARS  THE  MUTUAL  FUND  INDUSTRY  HAS  BEEN  BRAGGING 
about  its  "integrity."  At  its  get-together  in  May  the  leader  of  its 
trade  association,  the  Investment  Company  Institute,  blasted 
critics  for  their  "unfair,  uninformed  or  unbalanced"  attacks. 
Then  he  plaintively  wondered  "what  life  would  be  like  if  we'd 
actually  done  something  wrong." 

He  shouldn't  have  asked.  A  few  short  months  later  New  York 
Attorney  General  Eliot  Spitzer  was  charging  that  the  managers  of 
at  least  four  fund  groups  had 
given  preferred  investors  the 
opportunity  to  buy  and  sell  fund 
shares  at  closing  prices  well  after 
the  market  had  closed  and  to 
trade  international  funds  in  the 
U.S.  at  values  set  in  foreign  mar- 
kets several  hours  before  the 
trades.  Spitzer  accurately  com- 
pared these  practices  to  allowing 
betting  on  a  horse  race  after  the 
horses  have  crossed  the  finish  line. 

Fund  managers  permitted  fa- 
vored investors  to  take  illicit  gains, 
looting  the  assets  of  the  other  in- 
vestors in  the  fund.  Why?  To  fatten 
their  own  wallets.  The  quid  pro 
quo  was  lucrative  business  deals  in 
which  the  funds  landed  additional 
monev  to  run. 

.ndal  illuminates  the 
eternal  conflict  of  interest  be- 
tween shareholders  and  fund 
manag<  vant  higher 

fees,  bul  e  fee,  the  lower  the  returns  to  the  fund's 

investors  i  this  cost-drag  is  immediately  visible  in 

money  ma  nds  In  actively  managed  funds  it  is 


"Fund  managers  have  turned  what  used  to 

be  aprofession  of  stewardship  into  abusiness 

of  salesmanship." 
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stewardship  into  a  business  of  salesmanship.  While  we  ought 
have  the  guts  and  the  wisdom  to  reverse  that  trend  ourselves, 
fear  we  need  government  assistance.  The  Investment  Compau 
Act  of  1940  says  that  funds  should  be  run  for  the  benefit  I 
investors,  not  insiders.  This  precatory  language  isn't  stron 
enough.  Let's  amend  the  act  to  establish  a  federal  standard  j 
fiduciary  duty  on  the  part  of  fund  directors  and  officers. 
We  need  to  empower  directors  by  buttressing  their  indepe^ 

dence.  The  chairman  of  tr 
fund's  board  should  be  indepei 
dent  of  the  company  doing  tr 
stock  picking.  It  offends  commc 
sense  to  have  the  fund's  chairma 
negotiating  fees  with  the  maj 
ager's  chairman — when  they  a 
the  same  person. 

Another  radical  idea:  1 
more  than  one  managemei 
company  representative  shou 
serve  on  a  fund's  board.  Furtht 
the  remaining  directors  shou 
demand  their  own  staff.  Not 
large  staff — I'm  not  advocating 
new  bureaucracy — but  enouf 
help  to  assure  the  objectivity 
the  information  they  receive. 

Fund  owners  should  kne 
exactly  what  they  are  spending  < 
management,  in  dollars.  If  s 
investor  has  $20,000  in  a  fun 
and  the  expense  ratio  is  1.5C 
let's  spell  out  the  $300  fee  in 
annual  shareholder  statement.  Likewise,  shareholders  shou 
know  what  turnover  costs  them  and  whether  or  not  it  h 
enhanced  the  fund's  return. 

Go  further:  Itemize.  How  much  is  being  spent  on  marki 
ing,  on  administration  and  on  investment  advice?  What's  t 
profit  to  the  manager?  Additionally,  tell  shareholders  the  coi 
pensation  received  by  each  executive  of  the  fund.  As  we  kn( 
from  the  recent  flap  at  the  New  York  Stock  Exchange,  sunli§ 
on  executive  compensation  is  a  powerful  disinfectant. 

It  has  been  said  about  corporate  America,  "When  we  ha 
strong  managers,  weak  directors  and  passive  owners,  i 
only  a  matter  of  time  until  the  looting  begins."  The  fun 
looting  recently  brought  to  light  is  glaring  proof  of  the  ne 
for  reform. 
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Enron 

Want  to  cook  your  books  just  a  Imle?  You  could 
buy  an  insurance  pclicy  made  for  that  purpose. 

BY  BERNARD  CONDON 


■ 


Ik 

IT  WAS  A  STUNNING  ANNOUNCEMENT:  A  SMALLl  i 
Indiana  cell  phone  distributor  named  Brightpoint  had;  i 
been  caught  goosing  its  pretax  profits  61%  with  ait 
sham  insurance  policy  supplied  by  none  other  thani; 
American  International  Group,  the  insurer  run  by  bil-  \ 
lionaire  Maurice  (Hank)  Greenberg.  The  feds  accused 
the  AAA-rated  giant  of  fraud.  They  even  had  uncov- 1 1 
ered  that  most  incriminating  of  evidence  these  days — e-1  * 
mails  suggesting  a  cover-up. 

But  the  biggest  surprise  of  all  was  the  reaction 

by  investors:  indiffer-  fc 
ence.  AIG  stock  barely  i 
budged. 

AIG  insisted  that  this  i> 
particular  policy  was 
"one  of  a  kind."  But 
there  is  disturbing  evi- 
dence that  policies  just 
like  this  one  have  been 
used  to  doctor  a  lot  of 
corporate  books.  In 
some  cases,  as  with 
Brightpoint,  an  insurer 
writes  a  policy  that  helps  out  an  industrial  client.  In  many 
cases  both  players  are  insurance  companies,  and  one  buys 
reinsurance  from  the  other  in  such  a  way  as  to  defer  recog- 
nizing an  embarrassing  loss. 

The  questionable  policies  are  transactions  in  which  a 
thin  veil  of  risk-transfer  is  wrapped  around  what  is  in  eco- 
nomic terms  a  short-term  loan.  The  borrower  gets  a  (tem- 
porary) profit  enhancement  from  the  deal;  the  lender,  a 
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w-ri£k  fee.  They  are  the  insurance-industry  counterpart  to 
e  commodity  derivatives  in  Enron's  off-balance-sheet  part- 
:rships,  which  were  used  by  banks  to  disguise  their  lending 
the  energy  trader. 

Loanlike  insurance  policies  hid  losses  at  aircraft  insurer 
jrtress  Re  of  North  Carolina,  alleges  Nissan  Fire  &  Marine, 
le  of  three  Japanese  insurers  taking  big  writedowns  after 
e  U.S.  company  collapsed.  Two  bankrupt  British  compa- 
es  also  apparently  hid  losses  with  these  policies,  or  what 
lat  country's  chief  regulator  calls  "window-dressing" 
^signed  to  "bamboozle."  And  an  Australian  government 
>mmission  looking  into  the  bankruptcy  of  HIM  Insurance 
"  Sydney  has  gone  so  far  as  to  recommend  kicking  one  of 
arren  Buffett's  insurance  companies  out  of  the  country  for 
;ddling  these  loans-in-drag. 

How  many  other  companies  are  getting  dolled  up  by  these 
tony  policies? 

"I  wouldn't  be  surprised  if  other  [Brightpoints]  come  out  of 
je  woodwork  now,"  says  John  Gwynn,  an  insurance  analyst  at 
lorgan  Keegan.  "The  insurance  industry  has  been  through  the 
Tinger  and,  unfortunately,  one  way  to  survive  has  been  to  gussy 
p  your  financials  with  one  of  these  deals." 

Let's  look  at  the  mechanics  of  the  Brightpoint  deal, 
ccording  to  the  SEC,  in  late  1998  the  company  discovered 
lat  losses  at  a  British  division  would  make  it  miss  its  earnings 
rget.  So  in  January  1999  it  bought  insurance  from  AIG 
esigned  to  protect  it  against  the  kind  of  losses  it  faced  in 
ritain,  then  dated  documents  to  make  it  seem  as  if  it  had 
ought  the  policy  the  summer  before.  Brightpoint  recorded  a 
2  million  "insurance  payment"  from  AIG.  That  entered 
rightpoint's  books  as  income.  The  offsetting  premiums 
ould  show  up  as  costs  over  three  years,  buying  Brightpoint 
me.  AIG's  profit  for  all  its  troubles?  $100,000. 

Brightpoint  and  AIG  settled  the  SEC  charges  by  paying  civil 
enalties  of  $450,000  and  $10  million,  respectively.  They-neither 
dmitted  nor  denied  wrongdoing. 

U.S.  accounting  rules  are  supposed  to  prevent  no-risk 
olicies  trom  being  used  to  puff  up  earnings  statements.  But 
me  man's  de  facto  loan  is  another  man's  genuine  risk-trans- 
er.  Sometimes  an  insurer  will  give  what's  basically  a  loan 
he  veneer  of  real  insurance  by  including  a  clause  agreeing  to 
>ay  up  in  the  event  of  some  calamity  that  no  one,  including 
he  insurer  buying  the  policy,  really  thinks  has  any  chance  of 
lappening. 

It's  next  to  impossible  for  auditors  to  know  what's  going  on. 
iubpoenas  help.  An  Australian  government  probe  into  that  big 
-IIH  bankruptcy  turned  up  side  promises  assuring  a  Berkshire 
init  it  wouldn't  have  to  pay  up  on  any  of  the  clauses  that  gave  its 
rolicy  the  look  of  bona  fide  insurance. 

Maybe  Brightpoint  was  just  an  outlier,  but  it  does  seem  to 
it  the  baleful  pattern  of  these  times.  Wayne  M.  Carlin,  the  head 
jf  the  SEC's  Northeast  region,  noted  that  AIG  even  had  mar- 
<eting  material  touting  its  "income-smoothing"  products.  Says 
Carlin:  "It  may  not  have  caught  AIG's  attention,  but  it  sure 
:aught  ours."  F 


Sumner  in  Winter 

Sumner  Redstone  is  80.  He  just  married  a 
woman  half  his  age,  he's  stopped  fighting  with 
Mel  Karmazin— and  he  still  lusts  after  Time 
Warner,  by  Robert  lenzner 

A  VIVACIOUS  YOUNG  WOMAN,  WITH  FLOWING  DARK 
hair  and  barefoot,  bounds  out  of  a  $14.5  million  Bev- 
erly Hills  mansion  her  husband  bought  from  actor 
Sylvester  Stallone  and  greets  a  visitor:  "The  Big  Cheese 
is  on  the  phone,  as  usual." 

The  Big  Cheese  is  Sumner  Redstone,  80  years  old,  chairman 
and  chief  executive  of  Viacom,  the  powerhouse  that  owns  CBS, 
Paramount,  MTV  and  a  passel  of  other  media  properties.  The 
woman  is  40-year-old  Paula  Fortunato,  a  schoolteacher  (on 
leave)  and  pastry  chef  who  didn't  even  know  who  Redstone 
was  when  they  went  on  a  blind  date  three  years  ago.  And  the 
mansion,  a  purchase  he  made  shordy  after  marrying  Fortunato 
on  Apr.  6,  is  Viacom's  de  facto  West  Coast  headquarters,  in  an 
enclave  of  lush  homes  rising  up  near  Mulholland  Drive. 

Recent  romance  has  Redstone  in  a  robust  and  reflective 
mood,  and  he  chatted  with  FORBES  about  business  and  rela- 
tionships. Some  highlights  follow. 

One  laSt  big  deal  For  some  time  now  Redstone  has  lusted 
after  Time  Warner — sans  the  America  Online  service.  "I 
doubt  owning  two  studios — Paramount  and  Warner — 
would  present  an  antitrust  problem," 
he  says.  He  also  could  go  after  Walt 
Disney  or,  in  a  smaller  deal,  the  His- 
panic media  giant  Univision.  "You  can 
make  a  case  for  Univision  to  get  the 
Hispanic  television  market.  You  can 
make  a  case  for  Disney.  We  should  be 
permitted  to  own  ABC  and  CBS,  but 
right  now  you  can't."  Any  deal  has  to 
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add  per-share  earnings  and  be  related  to  core  assets. 

If  rumored  negotiations  to  sell  Blockbuster  go  through 
at  current  market  values,  Viacom  could  use  the  $4  billion 
proceeds  to  buy  back  its  own  shares.  Redstone  already  has 
a  $2.6  billion  repurchase  war  chest. 

Viacom's  undervalued  stock  no  deal  wiii  get  done 

until  Viacom's  stock  rises  to  its  true  worth, 
Sumner  says.  "We  are  tremendously  un- 
dervalued." The  stock  peaked  at  $76  in  the 
third  quarter  of  2000.  Viacom's  operating 
income  was  $1.38  billion  that  year  after 
accounting  adjustments  and  substantial 
one-time  charges.  Today  it  trades  at  $45 — 
^\/^v/~N  yet  Viacom  earned  $1.3  billion  in  the  sec- 
ond quarter  of  2003  alone. 

In  a  postbubble  era  when  most  cor- 
porate chieftains  are  loath  to  predict  much  of  anything, 
Redstone  boldly  vows  that  "Next  year  will  be  Viacom's 
year — the  Olympics,  the  Super  Bowl,  the  election  and  the 
economy  will  all  drive  us  forward.  Local  TV  and  radio  will 
catch  up  with  the  networks." 

Mel  and  me  A  year  ago  the  press  was  filled  with  reports 

R^—     — ^|    of  a  power  struggle  between  Red- 
stone and  his  number  two,  Mel  Kar- 
mazin,  the  driven  chief  operating  of- 
ficer who  came  on  board  when 
&  Viacom  bought  CBS  in  2000.  Wall 

'■*?*■  Street  loves  Mel  for  his  cost-cutting 

■•— ■    ways  and  operational  skills,  but  some 
have  said  Sumner  dislikes  him  and 
wouldn't  tap  him  as  his  successor. 
But  Redstone  claims  the  two  have  "an  extremely  co- 
operative and  friendly  relationship  now.  Mel  was  just  here 
for  two  hours  going  over  our  priorities  and  would  not 
think  of  pursuing  any  action  without  discussing  it  with  me 
first.  There  is  no  power  struggle  anymore,  and  that's  very 
good  for  Viacom."  Still,  Karmazin  could  yet  lose  out:  Red- 
stone spends  a  great  deal  of  time  with  MTV  Networks 
Chairman  Thomas  Freston  and  Les  Moonves,  CBS  chair- 
man. And  Sumner's  daughter,  Shari,  continues  to  advance 
musements,  the  private  theater  operator  that 
rob  Viacom. 
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TWO  DOWN 


After  former  Enron  treasurer  Ben  F.  Glisan  Jr.  was  sentenced  tc 
five  years  last  month  for  conspiracy,  prosecutors  insisted  he 
wasn't  cooperating— unlike  his  peer,  Michael  Kopper,  who  is 
helping  the  feds  in  their  case  against  former  chief  financial  offi- 
cer Andrew  Fastow.  But  Glisan  could  still  be  made  to  sing  before 
a  grand  jury  where,  as  a  con,  he  can't  plead  the  Fifth.  "Glisan's 
the  guy  that's  got  the  goods  on  everybody,"  says  a  former  Enron 
executive  who  worked  with  him.  Here,  hypothetical^,  is  how  he  | 
might  finger  Fastow  and  former  Enron  chief  Jeffrey  Skilling: 


Glisan  has  admitted  that  he,  along 
with  FASTOW,  created  the  special- 
purpose  entity  Raptor  I,  one  of  many 
deals  that  used  illegal  hedges  to 
make  Enron's  financials  look  stronger 
than  they  were.  Fastow  has  been 
indicted  on  109  counts,  including  money- 
laundering  and  securities  fraud,  thanks  to 
a  lengthy  paper  trail.  Theoretically  Glisan 
could  testify  about  other  related 
partnerships,  including  RADR  and 
Chewco.  If  Fastow  is  counting  on 
jurors  losing  the  thread  of  these 
complex  deals,  Glisan  could  untan- 
gle the  situation. 


Glisan  could  do  the  most 
harm  by  countering 
what  SHILLING  told 
Congress  under  oath 
in  February  2002.  The 
former  Enron  chief  tes- 
tified he  thought  the 
Raptor  financial  arrange- 
ments were  legit.  Prosecutors  may 
ask  Glisan  if  Skilling  understood 
Raptor  was  backed  by  Enron  stock, 
in  effect  making  Raptor's  debts 
Enron's  debts.  A  former  company 
executive  says  Skilling  didn't  sign  deal 
sheets  but  okayed  projects  orally.  If 
Glisan  could  back  up  that  accusation,  the 
cops  might  have  the  makings  of  a  case 
against  Skilling. 


V*. 


^^  i  ffV^    As  for  KENNETH  LAY.  Enron's  former  hands-off 

chairman?  Knock  him,  perhaps,  for  reckless  indiffer- 
ence, says  Jacob  Frenkel,  a  former  federal  prosecutor  in  Washington, 
D.C.  But  criminal  charges?  "Lay  watchers  might  as  well  pack  up  their 
lawn  chairs  and  go  home."  —Lynn  J.  Cook 
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BlackBerry6210™ 

It's  an  email  device  and  a  phone. 
Available  at  Cingular. 


X  cingular 

fits  you  best 


ngular  Xpress  Mail  Wireless  email,  secured.  When  you're  out  of  the  office,  your  data  has  to  travel  with  you. 
jt  it  also  has  to  remain  safe,  uncompromised  and  secure.  Xpress  Mail  with  BlackBerry;  runs  over 
ngular's  Mobitex  and  GPRS  networks  with  plans  that  offer  unlimited  monthly  usage.  It  fully  supports  both 
Dtus'  Domino"''  and  Microsoft'  Exchange,  keeping  you  connected  to  your  office.  It  also  utilizes  Triple  DES 
icryption,  protecting  even  your  most  sensitive  corporate  information.  To  learn  more  about  how  Cingular  can 


jild  wireless  solutions  that  fit  your  business,  call  877-335-8391  or  log  onto  www.cingular.com/business  today.    BLACKBERRY 


~;!«ofrelated'Twte,:tr.3os$and$y-  we  properties  and  trademaHa  or  regiSeredtrademartB  of  Reseafd  permlssioR.  Ihe  BtaekBeny  6210  is  not  avaB^ite  for  purchase  01 

t  Cingular  Sts  you  best  are  Sef.'ice  Maris  q*  Cmgdar  VVireiea  llC  ©200J  its  reserved.  All  other  trade 
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The  Right  Touch? 

We're  spending  billions  for  new  voting 
machines  that  may  not  be  any  better  than 
punch  cards  |  by  Elizabeth  Corcoran 


A  chadless  vote  counter. 


THREE  WEEKS  BEFORE  CALIFOR- 
nia  was  set  to  vote  on  Governor 
Gray  Davis'  recall,  a  federal  ap- 
peals court  postponed  the  elec- 
tion because  of  worries  about 
flawed  punch-card  voting  systems.  The 
technology  that  could  replace  it  may  not 
be  any  better. 

Touch-screen  voting 
systems,  which  look  like 
automated  teller  machines, 
are  easy  to  use,  but  they 
make  recounts  next  to 
impossible — -because, 
unlike  ATMs,  they  produce 
no  independent  paper  trail. 
That  worries  experts  who 
insist  they  can  be  hacked, 
just  like  any  computer.  "It's 
very,  very  hard  to  make  these  machines 
secure,"  says  David  Dill,  a  computer  sci- 
ence professor  at  Stanford  who  has  stud- 
ied computer  voting. 

The  companies  that  make  the  new  vot- 
ing systems  are  steaming  at  these  accusa- 
tions. "They're  suggesting  something  mag- 
ically happens  between  what  you  see  on 
the  screen  and  what's  stored  in  the  ma- 
chine," says  Thomas  Swidarski,  president 
of  Diebold  Election  Systems. 

Voting  technology  became  big  business 
following  Florida's  swinging-chad  fiasco  in 
2000.  Last  year  Congress  voted  to  dish  out 
$3.8  billion  to  the  states  to  upgrade  voting 
booths  and  train  poll  workers.  The  dollars 
are  going  to  a  handful  of  firms,  including 
Diebold,  Sequoia  Voting  Systems  and  Elec- 
tion Systems  &  Software.  Diebold,  the 
$2  billion  (revenues)  maker  of  safes  and  au- 
tomated teller  machines,  has  placed  47,000 
voting  machines,  which  cost  as  much  as 
$3,500  apiece  in  Georgia,  Maryland,  Cali- 
fornia, Virgini  Texas  and  Indiana.  Ohio  is 
reviewinga  hal  lozen  bids  to  equip  1 1,614 
precincts.  One  fiird  ol  <  alifo  nia  voters  are 
supposed  to  be  -  ing  touch  screens  to  vote 
in  March  (most  of  the  rest  will  be  optically 
scanned).  A  state  commission  is  still  re- 
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viewing  whether  to  recom- 
mend adding  receipts  to  the 
machines. 

Touch-screen  voting 
machines  don't  have  key.- 
boards,  Internet  connec- 
tions or  even  ports  that  hackers  could  ex- 
ploit. Votes  are  stored  in  duplicate,  in  a 
removable  card  locked  inside  the  voting 
machine  and  in  built-in  semiconductor 
memory.  The  only  way  in  is  through  the 
smart  cards  handed  out  at  the  polls.  The 
system  is  supposed  to  be  idiot-proof — 
voters  cannot  pick  too  many 
candidates. 

But  what  about  security?  In 
late  July  Johns  Hopkins  com- 
puter scientist  Avi  D.  Rubin 
released  a  paper  criticizing 
computer  code  discov- 
ered on  the  Internet  that 
was  an  excerpt  of  the 
programming  in 
Diebold's  touch-screen 
machines.  Rubin  argued 
the  cryptographic  protection  was  so  poor 
that  a  hacker  could  easily  make  illegal 
smart  cards  and  register  multiple  votes. 
The  paper  prompted  Maryland  to  delay 
awarding  a  $56  million  contract  for  1 1,000 
machines  to  Diebold. 

Diebold  countered  that  the  code  was 

STACKING  THE  DECK 


Few  California  politicians  ever  thought 

the  Indian  vote  was  worth  wooing  (pop. 

345,000).  Then  in  1999  the  tribes  got  the    I  •'  »     '  J 

exclusive  right  to  build  casinos.  Amazing      ~p    *, 

what  $5  billion  will  do  for  you.  That's  the  "•*• 

estimated  revenue  of  their  casino  busi-  jif 

ness,  and  gubernatorial  recall  candidates       Hands  off,  politicos:  an  Indian 

are  suddenly  very  friendly  indeed. 

Lieutenant  Governor  Cruz  Bustamante,  the  Democratic  front-runner  to  replace  Go 
ernor  Gray  Davis,  has  said  he  would  like  to  abolish  the  2,000-slot-machine  limit  in  In- 
dian casinos  and  insists  tribes  should  not  have  to  contribute  money  to  the  state's  gen- 
eral fund,  notwithstanding  the  $38  billion  deficit.  Three  tribes  like  what  they're  hearing 
they've  given  $2.7  million  to  Bustamante's  campaign. 

In  January  Davis  suggested  Indians  kick  in  $1.5  billion  to  the  budget.  Facing  the  re 
call  and  some  angry  tribes,  Davis  cut  the  request  to  $680  million.  He  also  promised  to 
allow  tribes  to  recommend  two  of  the  five  members  on  .the  Gambling  Control  Commis- 
sion, a  move  close  to  self-regulation.  He  got  a  $250,000  donation  from  one  tribe. 

Republican  Tom  McClintock,  who  is  running  behind  Arnold  Schwarzenegger,  sur- 
prised his  party  by  saying  the  state  has  no  right  to  limit  slot  machines  or  to  ask  for 
money  from  Indian  casinos,  which  are  on  sovereign  land.  His  contribution:  $520,000. 
Looks  like  no  matter  what,  the  tribes  have  hit  the  jackpot.  —Dorothy  Pomerar 


out  of  date  and  out  of  context.  Election 
workers,  for  instance,  help  combat  fraud  b 
taking  precautions  such  as  matching  thf 
number  of  card  users  to  the  votes  regis 
tered.  Diebold  also  issued  a  press  releasi 
outing  Rubin  as  an  adviser  to  an  Internet 
election  technology  company,  VoteHere.  H» 
has  since  quit. 

But  Diebold  earned  itself  a  black  eyi 
when  its  chairman,  Walden  O'Dell,  sent  a 
fundraising  letter  in  August  to  Ohio  Re* 
publicans,  pledging  that  he  is  "committed 
to  helping  Ohio  deliver  its  electoral  votes 
to  the  president  next  year." 

Accidents  happen.  Officials  in  Florida's 
Miami-Dade  County  are  weighing  the  cosi 
and  benefits  of  retrofitting  7,200  voting 
machines  with  printers  after  voters  there 
had  trouble  with  touch-screen  systems 
built  by  ES&S  for  the  2002  elections.  Som< 
voters  reported  that  the  machines  regis- 
tered a  vote  for  a  different  candidate  than 
the  one  they  picked. 

Undetectable  problems  worry  cord 
puter  scientists  even  more.  "Software 
could  shape  the  outcome  of  a  surprise 
election — and  we'll  never  know! 
says  Dill.  F 
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Dell  saw  that  computers  should  be  more 
accessible  to  more  students.  We  supplied  the 

affordable  financing,  so  kids  get  a  fairer 
chance  at  the  future.  Learn  more  at  CIT.com. 

We  see  what  you  see. 
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Dead-Cat 
Bounce 

Any  jump  in  tech 
revenue  looks  like 
a  bonanza— when 
inventory  is  written 
down  to  zero. 

BY  ELIZABETH  MACDONALD 


DESPITE  BEING  a  nor  NASDAQ  sunk, 
now  trading  at  $21, 01  72  times  earn 
ings,  Mtera  has  a  problem,  I  he  maker 
ol  programmable  semiconductors  is 
just  barer)  increasing  its  sales  this  year,  given 
the  slow  turnaround  in  the  chip  sector.  So 
ever)  bit  ol  revenue  helps,  which  is  why 
Utera  is  now  easing  sales  results  along  b)  sell 
ing  wafer  inventory  that  was  supposedly 
worthless,  part  of  a  $155  million  pretax 
charge  in  2001. 

So  fa  Altera  has  sold  $18  million  worth  ol 
this  inventory  this  war,  on  top  of  $18  million 
last  year,  Sales  ol  this  supposedrj  ovei  the-hill 
inventor}  have  made  up  a  sweet  31%  oi 
AJtera's  $ ;  million  in  pretax  earnings  tor  the 
fourth  quarter  of  2002. 

like  Altera,  main  high  tech  executives 

have  been  staring  morosely  at  a  pile  of  prod 
nets  they  can't  sell.  And  businesses  remain 
nervous  about  hilling  prices. 

So  companies  have  been  quietly  recycling 
into  sales  the  old  inventor)  the)  had  written 
off.  "This  move  is  gaining  in  popularity, 
thanks  to  a  deflationary  economy,"  notes 


David    Hines,    president    of   the    A\alon 
Research  Group, an  investment  firm  in  Boci 

Raton,  1  la. 

lor  instance,  OmniVision  Technologies,] 
the  Sunn)  \  ale,  c  aht.  manufacturer  of  imaging 
chips  tor  cameras,  sold  $3.2  million  worth  of! 
"unwanted"  goods  in  fiscal  2003 — after  it  had 
initially  written  off  $18.7  million  worth  in  fis- 
cal 2001.  Others  that  have  been  turning  dross 
into  gold:  McData,  the  network  storage  com- 
pany, and  supercomputer  maker  Cray, 

This  shuffle  lets  companies  prettify  earn- 
ings and  profit  margins  and  can  make  future 
earnings  look  better  by  comparison.  Cisco  Sys- 
tems started  the  trend  when  it  took  a  S2.2  bil- 
lion pretax  charge  in  fiscal  2001,  and  in  2002 
sold  $523  million  worth  oi  this  "useless" 
inventory. 

While  the  practice  is  frowned  upon  by 
earnings  watJiers,  it  is  legal,  (."buck  1  .  Hill, 
director  oi  research  at  Thomson  First  Call,] 
which  tracks  earnings,  says  these  mows  gum 
up  analysts'  earnings  estimates.  "It  happens  all 
the  time  now  and  confuses  analysts  and 
investors,"  he  says,  F 


THIS  IS  MUSIC'S 
WORST  NIGHTMARE? 

Wayne  Rosso,  for  30  years  a  music-business  flack  (with  a 
penchant  fCN  calling  people  'dude'V  is  in  demand  by  some  exalted 
folks  these  davs  The  othei  week  he  was  in  London  meeting  with 
35  investment  fund  managers— most  overseeing  large  music-in- 
dusti  v  holdings— who  were  peppering  htm  with  questions  about 
downloading  Internet  music.  This  month  Rosso  is  headed  for 
aoademia.  to  deliver  a  speech  entitled  "Take  Back  the  Music"  to 
Vanderbilt  University  students  in  Tennessee. 

Rosso,  54,  will  tell  vou  he  is  hot  because  he  is  the  "music  in- 
dustry's worst  nightmare."  Let  s  not  get  carried  away.  But  as  presi- 
dent of  Giokstei.  one  ot  the  larger  Internet  file-sharing  services,  he 
and  his  pals  get  to  laugh  in  the  face  ot  the  troubled  music  industry. 
Its  recent  lawsuit  war  against  music  piracy,  Rosso  claims,  will  do 
nothing  to  slow  down  the  number  of  people  who  download. 

During  the  last  week  of  August  music  fans  logged  on  8.5 
million  times  to  Grokster,  a  so-called  P^P  (or  peer-to-peer  net- 
work") that  ai  witer  users  to  share  music  files.  With 
young  people  back  in  school  in  September,  he  says,  the  number 
was  up  to  10  million 

Now  Rosso  and  his  tile-sharing  peers  say  the  lawsuits  have 
put  them  in  tight  mode  Seyeral  ot  them  are  forming  a  lobbying 
arm.  P.?P  United,  to  take  on  the  music  industry.  And  they've  got- 
ten together  to  reimburse  a  New  York  mother  who  had  paid  the 
record  companies  $2,000  to  settle  a  suit  against  her  12-year-old 
downloading  daughtei 


Still,  these  firms  don't  really  want  to  fight  the  music  industry. 
They'd  prefer  a  partnership  to  make  downloading  legal.  "We  want 
the  record  companies  to  license  us  and  harness  what  we  have." 
says  Rosso,  who  is  careful  not  to  condone  copyright  infringement. 

That  could  be  beneficial  indeed  to  Grokster  s  finances.  Owned 
by  Henry  Wilson  a  press-shy  Palm  Springs.  Calif,  entrepreneur,  the 
two-and-a-half -year-old  Grokstei  lakes  in  an  estimated  $2  million 
a  year  in  revenue  from  selling  ads  and  software.  There's  very  little 
operating  expense— all  tour  employees.  Rosso  included,  work  from 
their  homes.  This.  dude,  might  be  a  very  profitable  little  business. 

-Bneff  Pulley 
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OU'RE  LOOKING  AT  THE 
MOST  POWERFUL  ECONOMIC 
FORCE  IN  THE  COUNTRY: 
THE  AMERICAN  DREAM. 


The  population  is  growing  and  with  it  the  American  Dream  of  homeownership.  In  fact,  every 
eight  seconds  a  baby  is  born  in  this  country  —  that's  four  million  babies  a  year.  This  combined 
with  the  millions  of  families  that  move  to  our  country  in  pursuit  of  the  American  Dream 
makes  for  a  population  that  we  anticipate  will  grow  by  30  million  by  2010.  And  when 
they  dream  of  owning  a  home,  we'll  be  there.  Because  as  the  American  Dream  grows,  so  do  we." 
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I  Gave  on  the  Internet 

Two  companies  are  trying  to  do  good  by  helping  charities 
raise  money  online.  But  they  may  hurt  each  other  in 
the  process,  by  seth  lubove 


VINAY  BHAGAT,  33,  GETS  MUCH  OF 
the  credit  for  the  success  of  the 
Internet  fundraising  for  Ver- 
mont Governor  Howard  Dean, 
the  media's  favorite  kid-from- 
nowhere  now  seeking  the  Democratic 
nomination  for  President.  "We're  a  shin- 
ing star  in  Austin  technology,"  the  former 
Bain  &  Co.  consultant  boasts  of  his  com- 
pany, Texas-based  Convio. 

But  as  far  as  Harry  E.  Gruber  is  con- 
cerned, Bhagat  and  his  company  are 
thieves.  In  a  lawsuit  filed  in  Los  Angeles  fed- 
eral court  Gruber  accuses  Convio  of  rip- 
ping off  fundraising  software  from  his  own 
firm,  Kintera,  which  does  online  work  for 
Arnold  Schwarzenegger,  among  others. 

"They  decided  to  compete  by  stealing," 
says  Gruber,  5 1 .  His  suit  alleges  that  Convio 
swiped  Kintera  technology  by  tapping  into 
a  password-protected  demo  disc  that  Kin- 
tera had  created  for  a  prospective  client,  the 
Susan  G.  Komen  Breast  Cancer  Founda- 
tion— an  account  that  Convio  then  landed. 
Convio  denies  the  charge  and  accuses 
San  Diego-based  Kintera  of  using  the  law- 


suit to  scare  off  clients.  "They  actively  flog 
our  customers  and  prospects  with  this 
thing,"  gripes  Gene  Austin,  Convio's  new 
chief  executive.  He  also  accuses  Kintera — 
which  denies  the  charges — of  rigging  the 
search  results  at  Google  to  make  a  Web  page 
on  the  lawsuit  pop  up  high  on  the  listings 
when  someone  looks  up  "Convio."  (Nice 
job.  It's  the  30th  result  out  of  15,100  hits.) 

The  legal  mess  overshadows  an  other- 
wise inspirational  tale  of  two  entrepre- 
neurs working  separately  to  help  charities 
raise  money  online.  Gruber,  a  bearded 
former  medical  professor,  founded  and 
took  public  (or  sold)  four  firms  prior  to 
starting  Kintera.  He  sold  his  last  one, 
streaming-media  provider  Intervu,  to 
Akamai  in  2000  for  $3.5  billion  in  stock, 

i  ig  Gruber  almost  $250  million. 

[ntervu  had  done  Web  work  for  Sena- 
toi  >hn  McCain  in  2000,  reaping  an  im- 
pressive average  $110  donation  per  visitor. 
That  led  Gruber  to  found  Kintera,  whose 
core  technology  is  "Friends  Asking 
Friends."  It  operates  as  a  '  do-gooder 

pyramid  scheme:  A  ch  i 


to  sustain  a  relationship,"  he  says. 

Kintera  and  Convio  coexisted  happily 
until  2001,  when  Convio  moved  into  Kin- 
tera's  stronghold— fundraising  for  events. 
Kintera  thought  Convio's  "Friend2Friend" 
program  sounded  suspiciously  similar  to 
Kintera's  Friends  Asking  Friends.  That  re- 
sulted in  Kintera's  first  lawsuit,  alleging 
trademark  infringement  Convio  settled  and 
agreed  to  change  the  name — and  a  day  later 
Kintera  slapped  Convio  with  a  second  suit, 
charging  that  Convio  had  stolen  its  code. 

Kintera's  Gruber  says  he  tried  to 
avoid  a  fight,  quietly  appealing  to  Con- 
vio's venture  capital  backers  before  going 
to  court.  "They  said,  'Sue  us,'"  he  says. 
Kintera  cites  affidavits  from  two  former 
Convio  employees  who  claim  they  saw  a 
Convio  manager  copying  the  Kintera 
software. 

Convio's  Bhagat  and  Austin  are  in- 
credulous at  Kintera's  charges.  "It's  puz- 
zling to  me  how  two  companies  on  their 
way  to  success  can  get  hung  up  in  irrele- 
vancies  such  as  this  lawsuit,"  Austin  says. 
"The  enemy  isn't  each  other."  f 
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imental  strength  allows  you  to  consider  what  the  future  landscape  will  look  like  and  to  plan 
dingly.  Many  of  the  world's  leading  companies  trust  XL  Capital's  fundamental  strength  -  our 
al  anti  people  -  to  help  them  achieve  their  business  objectives.  We  are  strong  partners. 
RANCE  I  REINSURANCE  I  FINANCIALExpenenceourstrength.Visitwww.xlcapital.com 

The  XL  Capital  group  is  rated  A+  by  AM  Best. 
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All  Gel Q  The  slow-motion  race  to  control  smartphone 
software  is  getting  interesting.  At  the  moment  the  tenacious 
David  Potter  is  ahead  of  Microsoft,  by  richard  heller 


DAVID  POTTER,  AN  ACADEMIC 
and  theoretical  physicist  by  train- 
ing, is  also  a  visionary  and  a 
salesman.  Over  the  past  five  years 
he  has  persuaded  seven  cell 
phone  manufacturers,  including  archrivals 
Ericsson,  Motorola  and  Nokia,  to  invest 
$300  million  in  building  an  operating  sys- 
tem to  power  their  most  advanced  phones. 
His  pitch:  Let's  not  let  Microsoft 
monopolize  wireless,  too. 

The  London-based  venture, 
called  Symbian,  has  produced 
zero  financial  return  and  last 
year  lost  $60  million  pretax.  It 
has  only  $43  million  in  cash  left 
and  faced  its  first  major  defec- 
tion in  August,  when  Motorola 
decided  to  sell  its  19%  stake  to 
Nokia  and  Psion  the  day  after 
announcing  its  first  Symbian- 
powered  eel!  phone,  the  A.920.  By 
year-end  Motorola  will  also 
begin  selling  .  >1  one  based  on 
Microsoft's  ope       ngsystem. 

Despite  tw. 
about  it,  a  mass  has  ye' 

to  materialize  fo 
that  can  handle  ,  calen 

dars,  photos  and  g.  !es  of 

advanced  phones  will; 
lion  this  year,  or  2. 6'..  ■     the 


global  cell  phone  market,  accord- 
ing to  Japanese  brokerage  No- 
mura. Potter,  the  Symbian  chair- 
man, says,  "In  concept,  everything 
about  Symbian  is  going  accord- 
ing to  plan,  although  timing  has 
been  slow." 

Luckily  for  Potter,  Microsoft's 
timing  has  been  even  slower.  An 
estimated  8  million  smartphones 
will  be  sold  this  year  running 
Symbian,  compared  with  only 
230,000  for  Microsoft.  The  rest 
are  split  among  proprietary 
systems. 

Microsoft  will  not  rest  until 
it  has  control  of  the  wireless  OS 
business.  Symbian  says  it  has  as  many 
smartphone  developers  as  does  Microsoft. 
But  Microsoft  has  hooks  into  carriers  with 
its  strong  contractual  ties  to  AT&T  Wire- 
less. Three  years  ago  it  poached  Symbian 
executive  vice  president  Juha  Christensen. 
Says  Potter:  "It's  the  tortoise  and  the  hare. 
Microsoft  keeps  sprinting  after  various 
goals,  but  we  shall  win  the  race." 


A  few  years  ago  Microsoft's  Window! 
CE  system  was  dropped  by  mobile  manu- 
facturers for  being  too  buggy  and  cum- 
bersome. Its  next  go-round,  Smartphone 
OS,  is  faring  a  bit  better.  Along  with  th< 
Motorola  phone,  Microsoft  has  deals  with 
seven  network  operators  to  issue  Smart- 
phone OS  handsets  (most  of  them  pro- 
duced by  Taiwan's  HTC),  although  to  dat< 
only  U.K.-based  Orange  has  done  so.  Irl 
May  Germany's  T-Mobile  killed  th({ 
launch  of  its  Microsoft  phone  after  con- 
cerns about  incompatibilities.  "Early  indi 
cations  are  good,  and  we  certainly  believi 
in  our  market  force  and  software  connec 
tivity  advantages,"  says  Ed  Suwanjindai 
lead  product  manager  for  Microsoft  Mo-; 
bile  Devices  Division. 

Symbian's  investors  are  eager  for 
public  offering,  but  its  chief  executive 
David  Levin,  insists  that  no  debut  is  yet  it 
the  cards.  Symbian  gets  $5  to  $7  per  phoni 
in  licensing  fees  and  add-on  features 
Levin  says  he  can  break  even  with  annua 
sales  of  20  million  phones;  in  the  first  hal 
of  2003, 2.7  million  were  sold. 


THE  SMARTPHONE  HAS  ARRIVED 


After  several  years  of  buzz,  high-speed  data  phones  are  finally  hitting  the  market. 
The  ones  below  are  all  based  on  the  Symbian  operating  system.  Gadget  lovers  beware. 


The  Fujitsu  F2I02V 

was  built  exclusively 
for  NTT  Docomo  in 
Japan.  It's  a  great 
videophone  with  very 
good  battery  life. 
Launched  July  2003. 


Soni  Ericsson's 
P8C0  is  a  pen-based 
muttimftfia  phone 
with  a  wide  color' 
Has  wis  of 
.est  baltery 
■  :tic-  smart- 
plione  ir<arket. 


Nokia's  N-Gage  is  a 

phone  first,  mobile 
gaming  device 
second.  Users  can 
download  and  play 
games  easily  and 
wirelessly  with  their 
friends.  Launches 
later  this  fall. 


dftj 


Motorola's  A920 

has  real-time  video 
calling— the  callee 
can  actually  see  you 
on  his  wide  screen! 
(The  other  person 
must  have  a  3G 
phone,  as  well.)  Has 
GPS.  Launched  in 
September. 


Siemens'  SXI  is  a 

work-hard-play-hard 
combo  of  a  mobile 
phone,  MP3  player 
and  FM  radio. 
Handles  contacts 
and  calendars,  and 
synchs  up  with  your 
PC.  Keypad  runs  up 
the  sides  of  the 
device.  Will  launch 
soon. 
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Please  join  Samsung,  CompUSA 
and  Arnold  to  help  the  children. 


Samsung's  Four  Seasons  of  Hope,  CompUSA  and  Arnold  Palmer  have 
teamed  up  to  make  a  difference  in  the  community.  The  funds  we  raise  benefit 
the  Arnold  Palmer  Hospital.  It's  the  only  hospital  in  the  Southeast  dedicated 
exclusively  to  children  and  women.  And  it's  just  one  of  six  like  it  in  the  nation. 
We're  proud  to  support  this  deserving  cause.  To  find  out  how  you  can  help, 
visit  www.fourseasonsofhope.com  or  contact  the  Arnold  Palmer  Hospital 
Foundation  at  1-407-841-5114.  The  Four  Seasons  of  Hope.  Because  no  one 
should  ever  go  without. 


SAMSUN 


front 

HEAVY  LIFTING  REQUIRED 

Sarbanes-Oxley  was  brought  on  by  an  out-     Company 
cry  for  more  transparency  after  a  slew  of 
corporate  scandals.  You  asked  for  it,  you 
got  it.  Otherwise  thrifty  companies,  afraid 
of  not  disclosing  enough,  are  spending 
bigger  bucks  than  ever  on  exhibits,  foot- 
notes and  certifications  in  their  annual 
shareholder  reports  filed  with  the  SEC.  Our 
advice:  Buy  stocks  of  printing  companies. 

— Aliya  StemStein        'Over  previous  year. 


Number         % 
of  pages  increase1 


Siebel  Systems 

113 

82% 

General  Electric 

123 

54 

Eastman  Kodak 

244 

45 

Gateway 

70 

30 

General  Motors 

194 

28 

PNC  Financial 

107 

23 

IBM 

89 

17 

Sources:  Companies. 


Take  It  for  a  Spin 


Would  DaimlerChrysler  be  better  off  without  Chrysler?  Ask  BMW.  by  joann  muller 


SOONER  OR  LATER  DAIMLERCHRYSLER  EXECUTIVES 
will  come  to  grips  with  what  the  naysayers  have  been 
naysaying  all  along  about  the  1998  merger  that  created 
the  company:  This  one  was  made  someplace  other 
than  in  heaven.  DaimlerChrysler's  market  value, 
which  peaked  at  $108  billion  in  the  postmerger  euphoria,  is  now 
$38  billion.  That's  only  $2  billion  more  than  Daimler  paid  to 
acquire  Chrysler.  Chrysler,  once  among  the  world's  most  prof- 


itable automakers,  is  hemorrhaging  cash.  Its  market  share  has 
dropped  from  16%  to  13%  since  1998,  despite  rebates  and  loan 
subsidies  averaging  $3,650.  In  August  America's  Big  Three 
automakers  were  General  Motors,  Ford  and  Toyota. 

Now  there's  a  new  worry:  Profits  at  Mercedes,  which  have 
offset  Chrysler  Group's  Losses  I  recent  years,  look  to  be  flat  next 
year,  instead  of  up  6%,  as  I. P.  Morgan  Chase  had  forecast  as 
recently  as  early  September. 

What  should  the  Mercedes  p<  i  pie  do?  Maybe  get  rid  of  the 
American  operation?  There's  precedent,  from  German  rival 
BMW.  BMW  poured  a  reported  $4.5  billion  into  British  carmaker 
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Rover  during  six  futile  years  of  ownership.  In  2000  it  finally 
pulled  the  plug,  selling  Land  Rover  to  Ford  Motor  for  $2.7  bil 
lion  and  unloading  Rover  Cars  to  a  management  group  for  < 
token  £10.  It  even  loaned  the  buyer,  Phoenix  Consortium 
$758  million  to  keep  Rover  afloat. 

BMW  had  to  admit  its  mass-market  strategy  was  a  bust.  But  b] 
amputating  its  ailing  British  arm,  BMW  had  more  capital  to  pump 
into  expanding  its  own  premium  brand.  The  payoff  has  been  sub 

stantial.  BMW's  pretax  net  wen 
from  $1.89  billion  in  2000  tc 

Y$3.08  billion  in  2002.  New  mod 
els  are  popping  out  of  its  facto 
•^VA/  ries,    including    the    6-serie 

coupe  and  convertible,  th< 
1  -series  and  the  X3  sport  utility.l 
Let's  try  to  copy  this  scrip  I 
in  Detroit.  Chrysler  Group  hag 
its  Land  Rover  equivalent  ill 
the  Jeep  brand.  Maybe  thai 
could  be  sold  for  some  hanl 
cash.  The  remaining  brandsfc 
Chrysler  and  Dodge,  are  monK 
problematic,  although  they  d< 
have  some  value.  (Dodge  Ran 
pickups,  for  example,  and  som 
striking  new  Chrysler  sedans  that  are  on  the  way.)  Couh 
DaimlerChrysler  Chairman  Jiirgen  Schrempp  find  a  buyer?  I 
he  can't,  here's  an  out:  Daimler  might  pump  some  cash  int< 
gussying  up  Dodge  and  Chrysler.  Then,  in  a  more  America! 
twist,  it  could  spin  the  subsidiary  off  to  Daimler  shareholders 
In  short,  it  could  declare  victory  and  go  home. 

Officially  nothing  of  the  sort  is  in  the  cards.  Chrysler  Chie 
Executive  Dieter  Zetsche  says  it  would  be  foolish  to  chang 
course  now,  when  Chrysler's  product  lineup  is  about  to  be  over 
hauled.  "We  do  believe  we  are  at  the  brink  of  starting  to  see  pos 
itive  results,"  he  says.  I 


Daimler's  stock  price 
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just  $30  a  mon 
y.  that's  less  than  the  price  of  a  salad  from  room  service. 

yau  can  afford  to  stay  in  touch  when  you're  traveling.  The  new  color 
(Berry  7230"*  from  T-Mobile  is  all  you  need  for  wireless  e-mail,  phone  calls,  and  Internet 
ss  both  here  and  overseas.  And  because  BlackBerry*  is  such  a  good  value,  it  almost 
>s  up  for  the  cost  of  roughage. 

id  out  more,  call  1-866-G0-4-TM0BILE.  or  go  to  t-mobile.com/business. 
able  at  select  retail  outlets. 

'oducing  the  new  color  BlackBerry  7230  from  T-Mobile. 
imited  wireless  e-mail  for  just  $30  a  month. 

ACKBERRY 

tops  apply.  See  retail  brochure  for  details.  The  BlackBerry  and  RIM  families  of  related  marks,  images  and  symbols  are  the  exclusive 
ties  ^jf  and  trademarks  or  registered  trademarks  of  Research  in  Motion  Limited-used  by  permission.  T-Mobile  is  a  registered 
ark  of  Deutsche  Telekom  AG.  Get  More  and  Get  More  from  Life  are  registered  trademarks  of  T-Mobile  USA.  Inc.  ©  2003. 
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In  the  future, you  have  no  stock  value. 
You  have  no  investors. 

You  have  no  analyst  rating. 
There  is  no  bull  or  bear. 

Because  the  future  hasn't  happenedjet. 
It  is  a  blank  sheet.  A  clean  slate.  A  white  canvas. 

How  willjou  draw  it? 


An  unbiased  business  advisor  and  systems  integrator  provides  you  with  the  right 
dvice  and  solutions  with  your  best  interests  in  mind.  together,  we  can  create  the  future. 

Visit  bearingpoint.com. 
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Mike  Capellas  has  done  a  remarkable  job 
reviving  MCI  and  giving  it  a  future. 

Now  if  only  rivals  would  let  the  company 
move  beyond  its  fraudulent  past. 


BY  NEIL  WEINBERG 


ICHAEL  CAPELLAS  HAS  MOVED  DAMNED  FAST 
since  taking  over  the  scandal-scarred,  left-for-dead  remains  of  the  former  WorldCom  less  than  a  year  ago.  He  has 
killed  the  old  name  and  readopted  MCI,  pushed  through  a  bankruptcy  plan  that  will  wipe  out  all  but  $5.5  billion  of 
what  had  been  $41  billion  in  debt  and  agreed  to  pay  $750  million  to  settle  civil  fraud  charges.  He  also  has  replaced 
the  entire  1 1  -member  board,  half  a  dozen  senior  executives  and  a  hundred  accounting  people  on  duty  when  World- 
Com ginned  up  $1 1  billion  in  false  profits.  And  Capellas  has  set  up  a  $200  million  autopsy  by  600  outside  consul- 
tants, who  are  studying  how  it  all  happened — and  putting  in  safeguards  to  ensure  it  can't  happen  again.  Impressed, 
a  federal  judge  in  July  rhapsodized  that  he  had  never  seen  a  large  company  "so  rapidly  and  so  completely  divorce 
itself  from  the  misdeeds  of  the  immediate  past"  and  take  "such  extraordinary  steps  to  prevent"  a  relapse. 

So  here's  the  troubling  part:  It  may  not  be  enough.  For  MCI  to  recover — and  for  Capellas  to  build  his  own  legacy 
as  a  can-do  cleaner- upper — he  must  navigate  15  pending  investigations  and  reviews,  and  whip  into  shape  a  firm 
that  even  admirers  admit  is  a  sloppy  patchwork  of  70  acquisitions.  Worse  yet,  MCl's  new  chief  must  fend  off  a  tor- 
rent of  attacks  from  rivals  eager  to  see  the  company  punished  for  past  misbehavior;  and  they  are  working  overtime 
to  prove  tha  nued  its  wayward  practices  even  on  Capellas'  watch.  "I  did  expect  it  to  be  noisy,"  he 

admits,  "but  n<  i    ould  anticipate  it  would  get  this  noisy." 

The  sniping  ;an  as  soon  as  the  company  filed  for  Chapter  11  protection  from  creditors  in  July ; 

2002.  Verizon,  in  I  .'a  .  nony,  labeled  MCI  a  criminal  enterprise — akin  to  a  mafia  clan — and  urged  liqui- « 

dation.  AT&T  and  oth<  <ed  a  federal  court  to  reject  MCl's  big  civil  settlement  with  the  Securities  &  I 

Exchange  Commission  as  c  ind  fried  a  flurry  of  objections  to  its  reorganization  plan.  AT&T  lobbied  to  get  jj 

MCI  cut  off  from  gcvernmc  r  •,>  !  subsequendy  it  was.  SBC  encouraged  the  Oklahoma  State  attorney  general ; 

to  file  a  criminal  indictment  aga  ng  giant,  and  on  Aug.  27  he  did.  Verizon  funded  a  group  that  supported  s 
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MCI 


anti-MCI  ads  and  protests  on  courthouse 
steps  during  MCl's  SEC  hearings.  Verizon 
even  distributed  PowerPoint  printouts  at 
a  recent  national  governors'  conference, 
urging  state  leaders  to  oppose  MCl's  reorg 
because  it  dodged  local  taxes. 

"This  is  the  quintessential  case  for 
corporate  prosecution,"  Verizon  General 
Counsel  William  Barr  told  the  Senate 
Judiciary  Committee  in  July,  "given  the 
magnitude  of  the  crime,  the  number  of 
high-level  executives  involved,  the  perva- 
sive culture  of  fraud  and  the  total  break- 
down   of   internal 


►  Year  Zero 


m 


controls." 

Well  saidThe  pri- 
ority now  for  Capel- 
las  is  to  convince 
the  world  MCI  is 
squeaky-clean.  That 
task  grew  more  diffi- 
cult in  May,  when 
news  broke  that 
federal  prosecutors 
were  looking  into 
allegations  that  MCI, 
since  1994  and  be- 
fore merging  into 
WorldCom,  had  be- 
gun illegally  disguis- 
ing long-distance 
calls  as  local  ones  to 
avoid  paying  the 
Bells  millions  of  dol- 
lars in  access  fees 
— and  continues  to 
do  so. 

Pursuing  similar  charges,  AT&T  filed 
its  own  racketeering  suit  against  MCI  in 
September.  Verizon  and  SBC  believe  they 
have  been  likewise  defrauded,  and  SBC 
says  it  handed  evidence  over  to  the  U.S. 
attorney  general's  office.  Capellas  refutes 
AT&T's  charges  but  has  hired  a  Wash- 
ington law  firm  to  investigate  all  the  alle- 
gations. For  him,  the  stakes  are  sky- 
high:  Unlike  the  previous  accounting 
schemes,  these  charges  concern  practices 
on  his  watch. 

"It's  a  huge  new  complication"  for 
MCI,  says  James  Cicconi,  AT&T's  general 
counsel.  "It's  one  thing  for  accounting  to 
make  up  numbers  and  another  if  it's  dis- 
covered their  entire  network  is  pro- 
grammed to  defraud  competitors  when 


MCl's  bankruptcy  was  the  costliest 
ever.  Rebuilding  could  set  records,  too. 


loss  in  MCI  market 


amount  by  which  MCI 
overstated  its  assets. 

number  of  months  MCI  is  likely  to 
take  to  get  court  approval  of 
bankruptcy  reorganization.  Average 
required:  about  18  months. 

Sources:  MCI;  court  documents. 


the  premise  of  their  bankruptcy  emer- 
gence is  that  they're  now  clean." 

It  will  be  a  hard  sell.  Stripped  of 
accounting  fraud,  MCI  would  have  failed 
to  meet  Wall  Street  forecasts  in  12  of  13 
quarters  from  1998  to  2002;  it  actually 
ran  a  loss  for  the  last  five  quarters.  By 
classifying  operating  costs,  which  should 
be  deducted  immediately,  as  capital  costs 
that  are  spread  over  longer  periods,  MCI 
posted  an  $800  million  pretax  profit  over 
three  quarters — instead  of  the  $1.4  billion 
loss  it  really  had.  Six  former  executives  are 
under  criminal 
indictments. 

Yet  MCl's  busi- 
ness is  intact.  It  has 
20  million  house- 
hold customers, 
and  Capellas  claims 
hands-on  service 
for  big  clients  has 
prevented  a  single 
major  account  from 
defecting  (although 
FedEx,  Goldman 
Sachs  and  Morgan 
Stanley  have  taken 
some  business  else- 
where). If  MCI  can 
emerge  from  Chap- 
ter 11  (it  hopes  to 
do  so  by  year-end), 
it  will  have  one  of 
the  cleanest  balance 
sheets  in  telecom.  It 
has  $24  billion  in 
annual  sales,  $1  billion  in  cash  and  operat- 
ing income  of  $200  million  a  month. 

What's  more,  Capellas  has  ratcheted 
up  pressure  on  rivals  this  year  by  migrat- 
ing 10%  of  MCl's  phone  calls  from  old 
circuit-switched  networks — subject  to 
those  antiquated  access  fees — to  the 
Internet,  which  is  free  of  them.  He  aims 
to  push  Net  traffic  to  50%  of  all  MCI  calls 
next  year  and  to  almost  a  full  100%  in 
2005.  That  would  hasten  the  end  of 
$25  billion  a  year  in  access  and  other  fees 
collected  by  the  Bells  for  delivering  calls 
over  traditional  networks  (albeit  MCI,  for 
now,  pays  fees  even  on  Internet  calls). 

It  would  save  MCI  around  $5  billion 
annually  in  such  fees.  Combining  voice, 
video  and  data  on  one  network  would  cut 


value  from  its  peak 


number  of  former  WorldCom 
executives  facing  criminal  indictment 
(former  chief  executive  Bernard 
Ebbers  and  chief  financial  officer  Scott 
Sullivan  have  pleaded  innocent). 

number  of  Deloirte  &  Touche 
consultants  working  full  time  on  a 
$200  million  project  to  restate  finan- 
cial and  put  new  controls  in  place. 


billions  more  in  operating  costs 'ani 
enable  MCI  to  roll  out  a  flurry  of  new  ser 
vices — voice  mail  that  stores  messages  fo 
home,  office  and  cell  phones  for  access  vi 
phone,  computer  or  PDA.  "Part  of  thi 
fight  is  about  MCI.  Part  is  over  the  natur 
of  the  industry  as  it  moves  on,"  say 
Capellas.  "There  will  be  a  new  economi 
model  and  changing  of  the  guard." 

MCI  is  also  spending  upwards  o 
$200  million  completely  reconstructin 
three  years  of  faulty  financials, 
required  by  creditors  and  to  prep  MCl 
for  a  reappearance  on  a  big  stocfl 
exchange;  it  was  delisted  from  the  Nas 
daq  in  July  2002. 

Capellas  is  running  the  financu 
makeover  out  of  a  war  room  modeled  afa 
the  one  he  used  as  chief  of  Compaq  whe 
it  merged  with  Hewlett-Packard.  Deep  ir 
side  MCl's  Ashburn,  Va.  headquarters,  it 
walls  are  plastered  with  flow  charts  aimed ; 
having  hundreds  of  accounting  tasks  corr 
pleted  in  time  for  its  expected  emergenc 
from  bankruptcy. 

MCI  Chief  Financial  Officer  Robei 
Blakely  has  the  auditors  combin 
through  dozens  of  past  acquisition, 
reconstructing  all  financial  records  an 
resubstantiating  goodwill.  They  at 
rereading  old  board  minutes  to  detei 
mine  whether  stock  options  were  prod 
erly  accounted  for.  Blakely  aims  to  whr, 
tie  65  billing  and  23  accounts-receivab'j 
systems  down  to  a  much  smaller  nunl 
ber.  Another  Capellas  goal:  raising  opei 
ating  profit  margins  from  a  paltry  10c 
closer  to  AT&T's  26%. 

If  Capellas  can  pull  all  that  off,  he  wi 
get  to  do  the  geeky  stuff  that  really  tun 
him  on:  launch  a  slew  of  new  Interne 
driven  services,  from  central  spam  filte 
to  home  networks  that  consumers  ca 
control  from  a  PDA  anywhere  in  tr 
world.  WorldCom's  disgraced  formi 
chief,  Bernard  Ebbers,  made  fun  of  pe( 
pie  who  used  e-mail.  But  Capellas  "is 
chief  technology  officer  at  heart,"  sa] 
Vinton  Cerf,  MCl's  technology  chief  ar 
an  early  designer  of  the  Internet.  "F 
wants  to  get  into  the  business  and  tl 
remarkable  opportunities  of  our  ne 
work."  That,  anyway,  is  the  promise- 
only  Mike  Capellas  can  get  past  MCI 
troubled  past. 
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From  the  leader  in  collaboration,  a  new  way  to  do  business  that  increases  responsiveness  and  simplifies 
access  to  people,  information  and  processes.  Lotus  Workplace  delivers  wide-scale  collaboration  for  everyone 
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first  Workplace  offering,  see  our  demo  of  Lotus  Workplace  Messaging '  at  ibm.com/lotus/seeworkplace 
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Nakfiri  Shorts 


Wall  Street's 
Next  Nightmare  7 


Flamboyant  litigator  John  O'Quinn  is  gunning  for  another  bonanza:  the  entire 
trading  system  in  penny  stocks 

FROM  HIS  23RD-FLOOR  SUITE  OF 
offices  in  Houston's  Lyric  Centre,  John 
M.  O'Quinn  is  plotting  what  he  hopes 
will  be  his  next  multibillion-dollar  jackpot. 
Not  that  the  62 -year-old  senior  partner  of 
O'Quinn,  Laminack  &  Pirtle  needs  the 
dough;  FORBES  estimates  his  law  firm  has 
won  $1.5  billion  in  fees  from  the  makers  of 
silicon  breast  implants  and  cigarettes.  This 
time  he's  aiming  at  Wall  Street.  O'Quinn 
has  a  hand  in  15  lawsuits  alleging  that  var- 
ious brokerages  (including  Ameritrade  and 
E-Trade)  and  marketmakers  like  Knight 
have  destroyed  his  clients  by  helping  to  sell 
the  companies'  shares  short  in  a  scheme  to 
run  the  stock  prices  into  the  ground.  The 
damage  is  daunting:  O'Quinn  says  1,000 
companies  have  lost  at  least  $100  billion  in 
market  capitalization.  "If  you  short  a  stock 
for  the  sole  purpose  of  killing  the  value," 
he  says,  "that's  a  threat  to  the  view  that  we 
have  an  he  nest  market." 

The  fuss  is  over  naked  shorting,  a 
practice  that's  been  around  for  decades 
and  that  is  sometimes  legal.  Normal  short- 
selling  involves  borrowing  real  certificates 
for  stock,  selling  the  stock,  buying  new 
shares  at  a  later  date,  and  using  the  new 
certificates  to  replace  the  ones  borrowed. 
Naked  short-selling  differs  in  that  no  real 
certificates  change  hands.  Instead,  the 
short-seller  create  entry  showing 

that  it  owes  shares  to  the  stock  buyer  and 
will  get  around  to  delivering  them  later. 

Naked  short-selling  is  legal  if  done  by 
a  marketmaker  in  a  temporary  arrange- 
ment; it's  normal  for  a  marketmaker  to  be 
net  short  for  a  day  or  two  and  then  close 
out  the  position  by  buying  rea'  shares 

66      FORBES-  October  13,2003 


er.  Naked  shorting  can  be  illegal  if  done 
th  the  conscious  intention  of  leaving  the 
ort  position  as  a  paper  entry  indefinitely. 
It's  often  hard  to  tell  the  legal  variety  of 
arting  from  the  illegal.  Nowadays  most 
>ck  available  for  trading  is  held  in  book- 
try  form,  and  thus  takes  the  form  of  elec- 
nic  blips  on  the  books  of  a  stock-clear- 
;  company.  Depository  Trust  &  Clearing 
rp.'s  subsidiary  is  one  of  the  leaders  in 
!  clearing  business.  In  the  normal  course 
business  DTCC  tolerates  so-called  failed- 
deliver  entries  of  shares  offered  for  sale 
I  say,  brokers.  This  means  the  seller 
lesn't  have  the  certificates  on  hand  but 
promises  to  be  good  for  them  even- 
tually. Is  the  clearing  firm  too  tolerant 
of  failed-to-delivers,  thereby  facilitat- 
ing illegal  naked  shorting  by  brokers 
(or  their  customers)?  That's  the 
allegation  in  the  lawsuits. 

O'Quinn  and  his  top  lawyer  on 
these  cases,  James  W.  Christian, 
senior  partner  with  Houston-based 
Christian,  Smith  &  Jewell,  claim  that 
over  the  last  three  years  billions  of 
uncovered  naked  shares  were  sold; 
that  marketmakers  (and/or  their 
clients)  took  profits  after  waiting  for 
share  prices  to  fall  before  buying 
in — if  at  all;  and  that  brokerages 
allowed  fictitious  shares  to  be  traded 
two,  three  and  four  times  over,  in 
possible  violation  of  Securities  & 
Exchange  Commission  rules.  Defen- 
dants deny  the  charges  and  have 
tried  to  dismiss  some  of  the  cases. 

"It's  the  perfect  murder,"  says 
O'Quinn,  who  is  quick  to  smell  col- 
lusion. "We've  got  a  situation  where 
the  cop  can't  arrest  the  suspect 
because  it  causes  too  many  prob- 
lems for  the  police  department." 

But  in  this  case  the  police  seem  to 
be  getting  involved.  Last  February  the 
SEC  levied  a  $1  million  civil  penalty 
against  Rhino  Advisors,  a  small  New 
York  City  investment  house,  and  its 
president,  Thomas  Badian,  for  using 
offshore  accounts  to  short  the  stock 
of  Sedona  Corp.,  a  King  of  Prussia, 
Pa.  software  maker  and  an  O'Quinn 
client.  (Rhino  and  Badian  didn't 
admit  or  deny  any  wrongdoing.)  Just 
last  month  Louisiana's  attorney  gen- 


eral issued  a  subpoena  on  behalf  of  that 
state's  Sedona  shareholders  against  UBS 
Paine  Webber.  (He's  seeking  information  on 
failed  stock  deliveries,  among  other  things.) 
In  a  separate  civil  suit  Sedona  wants  a  hefty 
$2  billion  in  damages  against  17  defendants, 
including  Credit  Suisse  First  Boston's  Per- 
shing clearing  unit  and  Westminster 
Securities,  alleging  their  naked  shorting 
knocked  Sedona's  share  price  so  low  that 
several  big  vendors  shied  away  from  doing 
business  with  it.  New  York's  Attorney  Gen- 
eral, Eliot  Spitzer,  is  interested  in  the  case. 
Still,  a  tobacco-size  payoff  for  O'Quinn 
is  not  in  the  bank.  The  case  of  Universal 


broker  or  dealer  takes  timely  steps  in  good 
faith  to  establish  . . .  control."  And  therein 
lies  an  area  of  ambiguity  larger  than  Texas. 
Temporary,  shmemporary,  says  Nutek, 
a  Las  Vegas  holding  company  that  includes 
a  data  processing  and  market  survey  firm. 
Last  year  its  stock  price  fell  from  a  high  of  1 3 
cents  a  share  to  4  cents.  Scrambling  to  raise 
equity  capital  (it  made  $732,000  on  sales  of 
$6.6  million  in  2002),  it  issued  at  depressed 
prices  at  least  35  million  more  shares  than  it 
intended  to,  which  it  blames  in  large  part 
on  naked  shorting.  Earlier  this  year  Nutek 
and  its  shareholders  filed  suit  against  12  bro- 
kers for  failure  to  deliver  the  shares.  The 


'The  cop  can't  arrest  the  suspect;  there  are 
too  many  problems  for  the  police  department." 


Express,  a  Manhattan-based  logistics  firm 
(and  not  an  O'Quinn  client),  illustrates 
one  reason  it's  hard  to  collect.  In  2001  it 
received  a  $389  million  award  levied 
against  three  Florida  defendants  found 
liable  for  fraud  and  stock  manipulation, 
including  naked  short-selling.  But  Univer- 
sal is  having  a  tough  time  seeing  a  penny: 
It  says  the  assets  are  in  offshore  accounts. 

Before  anyone  can  collect,  plaintiffs 
have  to  prove  fraud  or  manipulation — and 
that's  tough.  It's  not  enough  to  show  a  slid 
ing  stock  price,  wild  discrepancies  in  daily 
volume  or  even  a  disparity  between  a  com- 
pany's authorized  number  of  outstanding 
common  and  the  number  of  shares  traded. 
The  key  lies  in  demonstrating  manipula- 
tion of  the  entire  trading  system. 

"These  claims  divert  attention  away 
from  the  real  problems:  failed  business 
plans,  poor  management,  little  revenue  and 
no  prospects,"  says  Michael  S.  Rosenblum, 
a  Los  Angeles  lawyer  who  has  represented 
some  of  the  defendants  in  these  cases. 

A  lot  of  O'Quinn  and  Christian's  suc- 
cess will  rest  on  whether  they  can  demon- 
strate hanky-panky  within  the  DTCC's 
stock-lending  pool.  These  are  shares  set 
aside  to  assist  members  that  come  up  short 
during  the  day.  Marketmakers,  for  exam- 
ple, borrow  them  and  promise  to  make 
good  on  the  missing  certificates — eventu- 
ally. But  here's  where  it  gets  fuzzy.  The  SEC's 
Rule  15c3-3  allows  for  "temporary  lags"  in 
possession  of  the  shares,  "provided  that  the 


brokerages  proposed  a  settlement  to  deliver 
the  certificates  but  only  a  few  shareholders 
have  received  them.  Now  Nutek  has  hired 
Michael  Morrison,  a  Reno  lawyer  affiliated 
with  O'Quinn,  to  pursue  a  civil  action. 

Endovasc,  an  early-stage  drug  develop- 
ment firm  in  Montgomery,  Tex.,  is  bring- 
ing similar  charges  against  marketmakers, 
including  Knight.  The  suit  alleges,  among 
other  things,  the  company's  stock  was  over- 
sold by  at  least  1  million  shares  in  October 
2002.  Christian  will  try  to  prove  the  mar- 
ketmakers profited  by  letting  the  open  po- 
sitions sit  for  months  and  then  buying  in,  if 
at  all,  at  a  cheaper  price.  During  2002  En- 
dovasc's  stock  went  from  a  split-adjusted 
$7.50  a  share  to  65  cents.  It's  an  easy  stock  to 
be  bearish  about:  Endovasc  has  lost  $5.4 
million  on  revenues  of  $293,000  over  the 
nine  months  ended  Mar.  31. 

Which  raises  the  question  of  whether 
some  of  O'Quinn's  clients  are  really  worth 
rescuing.  Amazon  Natural  Treasures, 
which  was  a  Las  Vegas-based  maker  of 
herbal  supplements  in  the  1990s,  sued 
DTCC,  arguing  its  clearing  firm  improperly 
allowed  unregistered  shares  to  be  sold  on 
the  open  market.  The  case  was  settled.  In 
the  meantime  Amazon's  fortunes  sank. 
The  last  time  it  filed  a  complete  10-K,  Ama- 
zon reported  a  loss  of  $4.8  million  on  sales 
of  $392,000.  That  was  for  1998. 

What's  really  making  these  stocks  go 
down:  the  way  the  trades  are  cleared — 
or  how  the  managers  run  the  firms?    F 
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On  The  Docket 


Transsexuals 
And  the  Law 

Are  people  who  change  their  gender  entitled  to  the 
protection  of  antidiscrimination  laws?  Thorny 
questions  arise  when  judges  deal  with  this  topic. 

BY  DAN  SELIGMAN 


REMEMBER  CHRISTINE  JORGEN- 
sen?  The  former  George  Jor- 
gensen  was  the  world's  first  trans- 
sexual, garnered  endless  tabloid 
headlines  ("Ex-GI  Becomes 
Blonde  Beauty" — New  York  Daily  News, 
Dec.  1, 1952)  and,  reluctantly  or  otherwise, 
made  a  career  out  of  the  publicity  Jorgensen 
died  in  1989,  and  today  there  are  thousands 
of  gender-crossers  in  the  U.S.,  most  of  them 
male-to-female,  and  most  living  in  obscu- 
rity. They  tend  to  attract  media  attention 
when  a  big  name  is  involved,  as  when  Ernest 
Hemingway's  transsexual  son  collapsed  and 
died  while  being  held  in  a  women's  jail  in 
Miami  two  years  ago. 

But  they  are  also  getting  into  the  news  in 
a  more  problematic  context:  when  there's  a 
row  about  discrimination.  These  rows  are 
proliferating  furiously.  A  Nexis  search  turns 
up  625  news  stories  worldwide  over  the  past 
three  years  that  mention  "discrimination" 
in  proximity  to  "transsexual."  The  cases 
tend  to  start  out  as  exercises  in  employment 
law  and  end  up  in  a  metaphysical  never- 
never  land.  Are  transsexuals  a  "protected 
class,"  as  denned  in  the  sex-discrimination 
regulations  issued  under  the  1964  Civil 
Rights  Act?  Does  a  transgenderite  take  on, 
for  legal  purposes,  the  newly  assigned  gen- 
der? If  not,  the  courts  create  some  awkward 
precedents  in  the  even  touchier  area  of 
same-sex  marriages.  In  1998  a  transsexual 
named  Christie  Lee  Littleton  sued  a  Texas 
doctor  for  medical  malpractice  after  her 
husband  died.  A  Texas  appeals  court  threw 
out  the  case  on  the  ground  that  Littleton 
was  really  a  man  and  therefore  not  the 
widow  of  the  decedent — even  though  Ken- 
tucky had  recognized  the  marriage. 
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Which  bathrooms  should  transsexuals 
use?  This  mundane  question  has  stumped 
the  Minneapolis  City  Council  ever  since  a 
sex-crimes  investigator  tried  to  interrogate 
a  female  high  school  librarian  who  had 
been  using  the  ladies'  room  but  was  dis- 
covered to  have  had  a  sex  change.  The 
British  tabloids  were  running  wild  this 
summer  with  the  saga  of  the  five  self- 
proclaimed  transsexuals  who  were  evicted 
from  a  pub  after  they  descended  en  masse 
on  the  ladies'  room.  They  sued  the  pub 
owner  for  discrimination  and  were  backed 
by  Britain's  Equal  Opportunities  Commis- 
sion, but  they  lost  their  case  in  court.  It 
emerged  that  only  one  of  the  five  had  pro- 
gressed to  the  point  of  surgery. 

Participation  in  sports  presents  sev- 
eral thorny  issues,  including  which  locker 
room  one  changes  in.  But  the  main  ques- 
tion is:  Do  male-to-female  transitioners 
have  an  unfair  physical  advantage  in 
women's  sports?  The  argument  is  now 
raging  in  Britain,  where  the  Blair  govei  n- 


qualified  for  the  U.S.  Open;  efforts  to  keep 
her  out  failed  after  a  New  York  State 
Supreme  Court  ruling.  (Richards  dropped 
off  the  circuit  in  1981  and  is  now  a  Madi- 
son Avenue  pediatric  ophthalmologist.) 
Was  her  participation  unfair  to  the  other 
players?  Less  than  they  might  have 
thought.  A  male-to-female  gender-crossei 
takes  heavy  doses  of  female  hormones 
which  reduce  muscle  mass.  Yet  there  must 
have  been  some  residual  advantage  to  her 
genetic  maleness:  There  were,  after  all,  nc 
other  43-year-olds  competing  among  thi 
women  in  the  1977  Open. 

Still  another  legal  question  i: 
whether  gender-crossing  surgery  quali 
fies  for  medical  insurance.  Earlier  thi; 
year  a  Second  U.S.  Circuit  Court  o| 
Appeals  upheld  P&C  Food  Markets  whei 
its  medical  plan  refused  to  cover  th( 
costs  of  a  female-to-male  transition. 

The  legal  uncertainties  reflect  wide- 
spread puzzlement  about  the  basic  science 
What  is  transsexualism's  connection  to  ho 
mosexuality?  Does  it  signify  mental  illness 
The  American  Psychiatric  Association  lonj 
ago  (1973)  eliminated  homosexuality  frorr 
its  list  of  mental  disorders,  but  its  fourtl 
edition  of  the  Diagnostic  and  Statistica 
Manual  of  Mental  Disorders  (DSM-IV)  stil 
lists  "gender  identity  disorder,"  also  mysti 
fying  to  many  people.  Why  does  it  caus< 
thousands  of  Americans  to  powerfully  de 
sire  membership  in  the  opposite  sex,  lead 
ing  some  subset  of  this  population  to  un 
dergo  transformative  genital  surgery? 

A  good  recently  published  guide  t( 
all  these  questions  is  The  Man  Wh< 
Would  Be  Queen:  The  Science  of  Gender 


"The  discrimination  lawsuits  tend  to  end 
up  in  a  metaphysical  never-never  land." 
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ment's  sports  minister  queried  the  coun- 
try's 600  governing  sports  bodies  to 
determine  whether  they  are  in  compli- 
ance with  European  Union  rules  allowing 
ex-men  to  participate  in  women's  sports. 
Americans  got  a  strong  whiff  of  this 
argument  a  quarter-century  ago.  Renee 
Richards  had  been  captain  of  the  Yale  ten- 
nis team  when  she  was  Richard  Raskind. 
In  1977,  at  age  43,  a  postsurgery  Renee 
went  on  the  women's  tennis  circuit  and 


Bending  and  Transsexualism,  by  ] 
Michael  Bailey,  46,  a  professor  of  psy 
chology  at  Northwestern  University  wh 
teaches  an  undergraduate  course  i: 
human  sexuality.  The  book  is  mostl 
about  effeminate  boys  and  men  and  ho) 
they  got  that  way,  but  its  concludin 
chapters  zero  in  on  the  world  of  trans 
sexuals — not  all  of  whom  were  effemi 
nate.  The  book  has  ignited  a  firestorm  c 
protest  from  some  transsexuals. 
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This  despite  the  fact  that  Bailey,  himself 
standard-model  male  heterosexual,  is 
rarmly  sympathetic  to  gays  and  transsexu- 
Js  and  argues  persuasively  that  for  the  great 
najority  of  individuals  taking  the  male-to- 
jmale  route,  the  decision  is  rational. 

The  size  of  the  transsexual  population  is 
tself  a  matter  of  controversy,  and  their  pro- 
•agandists  endlessly  seek  to  inflate  the  num- 
lers.  DSM-IV  estimates  that  1  in  30,000 
nales  (and  1  in  100,000  females)  opts  for 
he  surgery.  Bailey's  estimate  is  1  in  12,000 
nales,  implying  8,000  gender-crossers  now 
iving  in  the  country. 

Transsexual  Lynn  Conway — who  has 
>een  a  computer  scientist  at  IBM  and  is  a 


professor  emeritus  at  the  University  of 
Michigan — is  now  an  activist  for  the  cause. 
She  says  the  figure  is  30,000  to  40,000. 

But  the  transsexuals'  attack  on  the  Bai- 
ley book  is  not  based  on  his  population  es- 
timates. The  main  point  of  the  protests  is 
Bailey's  explanation  of  the  roots  of  gender- 
crossing.  Relying  heavily  on  the  work  of 
Ray  Blanchard,  who  heads  the  clinical  sex- 
ology program  at  the  Clarke  Institute  of 
Psychiatry  in  Toronto,  Bailey  tells  us  that 
there  are  two  different,  quite  distinct  types 
of  male-to-female  transsexuals. 

First  is  the  "classic"  homosexual  type: 
the  effeminate  boy  who,  from  early  child- 
hood, is  profoundly  convinced  that  he  was 


meant  to  be  a  woman.  A  likely  but  still  un- 
proven  interpretation  of  this  feeling  is  that 
it  traces  back  to  an  inadequate  dose  of 
male  hormones  six  or  seven  weeks  after 
conception.  The  result  could  be  a  young 
man  sexually  attracted  to  other  men  and 
gravitating  toward  a  transsexual  solution. 
The  second  type  bears  the  label  "auto- 
gynephilia,"  a  clunky  term  invented  by 
Blanchard,  who  coined  it  to  describe  that 
sizable  fraction  (perhaps  half)  of  male-to- 
female  transsexuals  that  he  found  to  have  a 
different  version  of  gender  identity  disor- 
der. They  are  erotically  stimulated  not  by 
other  men,  and  not  primarily  by  women, 
but  by  the  image  of  themselves  as  women. 
Except  for  their  cross-dressing  propensi- 
ties, these  transsexuals  tend  to  lead  rather 
ordinary  heterosexual  lives. 

I  spoke  recently  with  an  eminent 
transsexual  who  Bailey  believes  to  be 
autogynephilic.  Deirdre  McCloskey,  61,  is 
distinguished  professor  of  the  liberal  arts 
and  sciences  at  the  University  of  Illinois 
at  Chicago.  She  is  a  quantitatively  ori- 
ented Chicago-school  economist,  a  huge 
fan  of  Milton  Friedman,  and  a  dazzling 
writer,  who  is  also  a  professor  in  the  uni- 
versity's English  and  history  depart- 
ments. Until  she  underwent  the  sex 
change  in  the  mid-1990s,  her  name  was 
Donald  McCloskey,  and  she  was  a  cross- 
dresser  with  a  wife  and  two  grown  kids. 
It  is  Bailey's  im- 
pression that  the  first 
type — the  homosexual 
gender-crossers — are 
relatively  indifferent  to 
his  book  and  that  the 
protest  emanates  mainly  from  the  autogy- 
nephiles.  It  is  possible  to  understand  their 
rage.  The  Blanchard  diagnosis  is  hard  to  live 
with:  Cross-dressing  strikes  most  Ameri- 
cans as  ridiculous,  and  its  specified  erotic 
role  only  makes  matters  worse.  McCloskey, 
for  one,  is  furious  about  the  book  and  told 
the  Northwestern  newspaper:  "He's  saying 
'Look,  they're  driven  by  sex,  sex,  sex. 
They're  men,  men,  men.' " 

The  Bailey  book  sheds  some  much- 
needed  light  on  the  topic  of  transsexualism. 
But  it  is  not  destined  to  end  the  debate,  or 
the  lawsuits.  Expect  this  difficult  topic  to 
keep  judges  and  equal-opportunity  com- 
missions busy  for  a  long  while  to  come.  F 
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Prof.  Donald 
McCloskey 
waited  until  his 
50s  to  transform 
himself  into 
Deirdre. 
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Best  Business  Schools 


What  is  it  about  the  Harvard  Business 
School  brand  that  causes  dollars  to  rain 
down  on  students  and  teachers  alike? 


BY  CHANA  R.  SCHOENBERGER 


'OU  CAN  GET  7,000  CASE  STUDIES  AT  HARVARD  Busi- 
ness School — white  papers  discussing  strategic  deci- 
sions faced  by  real  corporations.  Let's  turn  the  tables 
and  try  a  case  study  on  the  school  itself,  which  is, 
after  all,  a  business.  The  operation  netted  $8  million 
on  sales  of  $294  million  in  the  June  30  fiscal  year. 
Should  it  raise  prices?  A  careful  study  would  certainly 
explore  that  possibility.  Could  it  get  away  with  a  cut 
in  professors'  pay?  Therein  is  another  intriguing  way 
to  boost  the  bottom  line.  One  thing  that  any  analysis 
would  be  sure  to  include:  some  discussion  of  the  Harvard  B-school  brand, 
which  is  immensely  valuable  and  perhaps  underexploited.  In  that  regard  this 
business  looks  a  little  bit  like  Disney  did  before  Michael  Eisner  swooped  in 
two  decades  ago.  The  intangible  assets  could  be  milked  a  little  better. 

Harvard  has  not  ignored  the  obvious  brand  extensions.  The  name  goes 
on  a  lucrative  collection  of  publications:  the  case  studies,  reprints  of  which 
are  sold  for  $6.50  a  copy  to  corporations  ($3.70  to  academics);  books;  and  a 
monthly  magazine  that  gets  $1 18  a  year  from  subscribers  and  $34,000  a  page 
(before  discounts)  from  four-color  advertisers.  The  publishing  arm  brings 
in  revenue  of  $93  million  a  year.  Among  the  bestsellers:  Geeks  and  Geezers, 
by  Warren  G.  Bennis  and  Robert  J.  Thomas,  and  How  Customers  Think,  by 
Gerald  Zaltman.  (For  an  excerpt  from  a  new  book  by  Harvard  professor  Clay- 
ton Christensen,  seep.  82.) 

Another  way  the  brand  is  put  to  good  use  is  by  allowing  corporations  to 
dress  up  the  resumes  of  their  executives.  Here's  how  this  venture  works:  A 
corporate  sponsor  sends  an  executive  to  a  nine-week  course  of  study,  taught 
by  the  same  famous  professors  who  teach  the  27-year-olds  in  the  two-year 
M.B.A.  program.  The  corporation  pays  $51,000,  and  the  exec  can  describe 
himself  as  a  Harvard  B-school  alumnus. 

Harvard  Business  School,  at  95  years  old,  is  the  iconic  business  school. 
The  school  pioneered  the  case-study  method  for  business  schools  and  last 
year  sold  6.7  million  reprints.  It  developed  the  first  business  school  course  in 
entrepreneurship,  in  1947;  it  popularized  the  meticulously  spaced 
amphitheater  classroom;  and  it  knows  how  to  keep  its  name  in  view.  On  the 
Charles  River  its  sculling  crews  sport  oars  painted  with  dollar  signs. 

An  admission  ticket  to  Harvard  is  a  hot  commodity.  Some  8,500  stu- 
dents applied  last  year.  Just  1 2%  got  in;  of  those,  90%  showed  up  on  the  first 
day  of  school  ield  of  any  bu  .iness  school  The  Executive  Edu- 

cation Program,  th<  arm  thai  iffcrs  the  quickie  midcareer  courses,  is  less  se- 
lective (70%  acceptance  rate).  If  you  don'l  want  to  go  for  nine  weeks,  sign  up 
for  .i  four-day  seminar,  like  the  iging  Brand  Meaning"  course. 

Last  year  the  division  had  6,600  enr<  ith  up  to  80  students  in  a  class. 

Talk  about  brand  loyalty,  fames  i  founded  Brand  Institute,  a 
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Dean  Kim  Clark 
has  spent  his 
entire  career  at 
Harvard,  which 
explains  why  he 
doesn't  think 
like  a  CEO. 
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Best  Business  Schools 


But  Can  They  Type? 


hen  it  comes  to  running  Amer- 
ica's biggest  companies,  how 
do  graduates  of  Harvard's 
B-school  stack  up  against  those  of 
other  schools?  We  looked  at  The  Forbes 
500s,  which  comprises  the  800  largest 
public  companies  based  on  sales. 

assets,  profits  and  market  value. 

- 


HBS  HAS  BY  FAR  THE  GREATEST  REPRESEN- 
TATION Of  the  800  chief  execs  running 
these  companies,  57  have  Harvard 
M.B.A.s.  Stanford  and  UPenn-Wharton 
are  distant  seconds,  with  just  15  gradu- 
ates each  at  the  top.  Size  helps:  Har- 
vard issues  900  of  these  diplomas  a 
year,  compared  with  725  for  Wharton. 
But  it  doesn't  explain  the  entire 
discrepancy. 

THE  HOT  DECADE  Thirty-two  of  The 
Forbes  500s  Harvard  M.B.A.s  gradu- 
ated in  the  1970s.  During  the  past 


ten  years  45  Harvard 

grads  have  taken  the  g 

,      _  _«„  Whitman  79    I 

helm  of  a  Forbes  500s 

company,  while  only 

9  chief  execs  came  from  Wharton. 

the  PAY  The  40  Harvard-grad  chief 
executives  at  the  500  largest  compa- 


Best  of  the  Best 

Five  years  after  receiving  their 
M.B.A.S,  Harvard  graduates  are 
bringing  home  the  largest  paychecks. 


4     ISJ. 


School 

5-year  post-MBA 
total  comp  ($thou) 

Harvard 

$749 

Stanford 

688 

Dartmouth 

676 

Chicago 

670 

Northwestern 

656 

Includes  median  base  salary,  bonuses,  and  exer- 
cised stock  options  adjusted  for  the  cost  of  living. 


Jeffrey  Leo  Orin  Robert 

lmmelt'82      Mullin'67      Smith '67     Walter  70 


nies  show  an  average  total  compensa- 
tion of  $6  million. 

BEST  AND  BRIGHTEST?  Of  the  57  Harvard 
chiefs,  6  graduated  within  the  top  5%  of 
their  class.  The  youngest  of  these 
George  F.  Baker  Scholars  is  41-year-old 
Jay   Sugarman,    chairman   of   Istar 


Financial. 

MARATHON  MAN  Lewis  R.  Holding,  age 
75  and  chairman  of  First  Citizens 
BancShares,  has  the  longest  tenure  for 
a  Harvard  grad  at  the  top  of  a  Forbes 
500s  company.  He  got  his  M.B.A.  in 
1952  and  took  the  helm  of  the  Raleigh, 
N.C.  bank  in  1957 

—Cecily  Fluke 

Sources:  Forbes:  Harvard  Business  School. 


Miami  name-consulting  firm,  wanted  to  attend  the  Owner/ 
Presidents'  Management  program  (a  three-year  exec  ed  course) 
so  badly,  he  applied  seven  years  running.  After  he  got  his  certifi- 
cate in  1997,  Dettore  helped  the  alumni  association's  New  York 
chapter  raise  $4  million  last  year  for  a  professorship — and  he 
plans  to  send  several  employees  to  HBS  programs. 

Of  course,  even  sterling  reputations  get  squeezed  by  economic 
slowdou  qs.  Graduates  aren't  getting  jobs  as  quickly  as  in  the  past. 
Historically,  90%  to  95%  of  HBS  students  had  a  job  offer  on  grad- 
uation day.  The  class  of  2003  had  an  88%  offer  rate,  with  95%  ex- 
pected to  have  an  offer  within  three  months. 

And  yes,  there  are  layoffs  in  academia.  Over 
the  last  he  publishing  arm  has  laid  off 

10%  of  its  sta  i  w  down  to  240  people.  To 
goose  sales,  las'  reai  he  unit  hired  David  Wan,  a 
publishing  veteran  of  5'enguin  and  Simon  8c 
Schuster,  aj  o  of  HBS  Press.  He  is  marketing  in 

places  like  China,  ie  case  method  is  catching  on  slowly, 

and  has  also  sprua  eb  site  last  year  to  sell  case  studies. 

A  business  school  businesslike. 

How  else  to  rai:  he  theory  that  Harvard  could 

perhaps  get  away  with  lies  for  its  200-person  business 

school  faculty  is  speculi  i  h  '     ideed,  we  can  find  no  profes- 

sor who  espouses  this  view  ■  aid's  il  irting  salaries  for 
tenure-track  teachers  are  u  ige  of  $1     ,000  to  $120,000. 


The  pay  scale  probably  ranges  up  to  $200,000.  But,  as  with  bas 
ketball  stars,  so,  too,  with  Harvard  profs:  Their  income  just  star! 
with  the  salary.  Professors  keep  fees  from  directorships  and  cor 
suiting,  which  they  get  a  day  each  week  to  pursue. 

The  Harvard  affiliation  is  immensely  valuable,  and  as  a  resu 
its  professors'  consulting  fees  are  better  than  their  counterpart 
at,  say,  the  University  of  Michigan.  Professors  are  often  able  t 
earn  as  much  from  outside  gigs  as  from  the  classroom,  say  sorr 
Harvard  ex-professors  and  deans  at  other  schools.  So  it's  qui 
possible  that  the  university  could  be  a  cheapskate  and  still  attra' 
talented  faculty.  One  Harvard  success  story:  professor  Rosabel 

For  $51,000,  a  nine-week  course 
confers  Harvard  alumni  status. . 


Moss  Kanter,  the  author  of  dozens  of  books,  an  authority  c 
management  and  the  chairman  of  her  own  consulting  firm.  SI 
also  sits  on  the  boards  of  a  venture  capital  fund  and  several  cha 
ities,  including  City  Year,  an  urban  volunteer  program. 

There  are  other  perks  that  come  with  a  faculty  appoint  mei 
One  is  the  right  to  use  the  school's  offices  in  Silicon  Valley,  Hoi 
Kong,  Buenos  Aires,  Paris  and  Tokyo.  The  school's  ample  fun 
ing  for  travel,  conferences  and  the  like  is  another  draw.  Assista 
professor  Mark  Bradshaw  has  been  teaching  accounting  at  H< 
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B-Schools: 


Payback 


Despite  a  shaky 
economy  and  job 
market,  an  M.B.A. 
still  pays  for  itself. 

BY  KURT  BADENHAUSEN  AND 
LESLEY  KUMP 


The  Best  U.S.  Business  Schools 


Class  of  1998 


Rank  School 


1      Harvard 


2     Columbia 


3     Chicago 


4      Dartmouth  (Tuck) 


5     Yale 


6     Pennsylvania  (Wharton) 


7     Stanford 


8     UNC  (Kenan-Flagler) 


9     Northwestern  (Kellogg) 


10    Virginia  (Darden) 


11    Cornell  (Johnson) 


12    Washington  U-St.  Louis  (Olin) 


13    NYU  (Stern) 


14    UCLA  (Anderson) 


15    MIT  (Sloan) 


16    Texas-Austin  (McCombs) 


17    Brigham  Young  (Marriott) 


18    Emory  (Goizueta) 


19    Carnegie  Mellon 


20    Michigan 


21    UC-Berkeley  (Haas) 


22    Duke  (Fuqua) 


23    William  &  Mary 


24    Georgetown  (McDonough) 


25    Vanderbilt  (Owen) 


26    Iowa  (Tippie) 


27    Rice  (Jones) 


28    Wake  Forest  (Babcock) 


29    Georgia  Tech  (DuPree) 


30    USC  (Marshall) 


31    Minnesota  (Carlson) 


32    Texas  A&M  (Mays) 


33    Tulane  (Freeman) 


34    Penn  State  (Smeal) 


35    Indiana  (Kelley) 


36    SMU(Cox) 


37    Purdue  (Krannert) 


38    Wisconsin-Madison 


39    Illinois-Urbana-Champaign 


40    Notre  Dame  (Mendoza) 


41    Rochester  (Simon) 


42    Michigan  State  (Broad) 


43    Arizona  State  (Carey) 


44    South  Carolina  (Moore) 


45    Arizona  (Eller) 


46    Alabama  (Manderson) 


47  Georgia  (Terry) 

48  Connecticut 


49    University  of  Washington 


50    Florida  (Warrington) 


5  YEAR  MBA  GAIN 

total1      as%of 

(Sthou)  expenses2 


$149   88% 


147   104 


145   97 


139   91 


137   112 


134 


90 


133    83 


132   119 


126   83 


123   101 


122 


92 


120   113 


120   89 


118 


94 


118   78 


114   114 


108   149 


99 


95 


99   78 


96 


71 


95   80 


95 


73 


94   102 


93    76 


93 


93 


77 
118 


92 


83 


91   87 


89   105 


88   76 


88 


99 


87   133 


86   81 


84   101 


84   78 


84   76 


83    80 


81 


93 


79   97 


77 


67 


73   64 


70   82 


70 


78 


70 


78 


69   78 


67   108 


59   70 


56   84 


54    55 


51 


62 


Years 

to 
payback 


3.1 


2.6 


2.7 


2.8 


2.5 


2.7 


2.9 


2.4 


2.9 


2.6 


2.8 


2.3 


2.7 


2.7 


3.0 


2.4 


2.3 


2.8 


2.9 


2.9 


3.0 


3.0 


2.7 


3.0 


2.9 


2.5 


2.7 


2.8 


2.5 


3.1 


2.7 


2.5 


2.9 


2.7 


2.9 


3.1 


2.9 


2.8 


2.8 


3.2 


3.1 


3.0 


2.9 


3.1 


3.0 


2.6 


3.2 


3.0 


3.4 


3.4 


SALARY 
pre-MBA     2002 

(Sthou)     (Sthou) 


lESZQEHl 

tuition3  GMAT 
(Sthou)   score 


$60  $195 


46   160 


50   153 


50   161 


37   131 


50   150 


58   160 


43   129 


50   160 


45   126 


40   140 


33 


98 


47   139 


48   135 


49   141 


38   105 


30 


98 


40   116 


40   118 


45   116 


44   125 


43   127 


35   104 


37   120 


38   112 


$64 


67 


32 


96 


40 


96 


33   100 


33 


90 


39   120 


35   100 


28 


87 


33   103 


31   100 


38   106 


34   105 


39   100 


31 


91 


36 


98 


36   111 


37   100 


67 


67 


65 


58 


70 


54 


66 


64 


64 


61 


63 


49 


67 


51 


19 


31 


65 


67 


50 


65 


45 


61 


59 


36 


48 


50 


32 


90 


41 


58 


47 


29 


56 


42 


45 


52 


48 


48 


21 


54 


61 


42 


37 


96 


33 


98 


33 


97 


26 


72 


35 


92 


27 


78 


40   104 


32 


92 


41 


38 


42 


21 


33 


32 


37 


34 
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T  HAS  BEEN  A  TOUCH  PERIOD  FOR 
business  school  graduates,  what  with 
the  corporate  scandals  and  rocky  stock 
market.  Some  grads  are  in  the  poor- 
house,  some  in  the  jailhouse  and  some 
their  parents'  house  looking  for  work, 
n  the  plus  side,  there's  one  in  the  White 
)use,  for  the  first  time.)  Two  sectors 
lere  M.B.A.s  have  traditionally  thrived, 
nsulting  and  investment  banking,  have 
en  on  hard  times.  Wall  Street  has  lost 
,000  jobs,  and  onlv  14%  of  M.B.A.  grads 
the  average  B-school  got  consulting  jobs 
t  year,  down  from  24%  five  years  ago. 
So  if  you're  considering  B-school,  the 
ra)  s-huge  question  looms  even  larger:  h 
usiness  school  degree  worth  the  consid- 
ble  investment?  It  you  pick  elite  Stan- 
d,  for  instance,  you'll  be  out  of  pocket 
average  of  $225,000  in  tuition  and  the 
arv  you  would  have  made  during  the 
0  years  in  school.  A  state  resident  of 
m  who  goes  to  the  state  university's 
■ness  school  is  out  $90,000. 
Our  latest  survey,  which  measures 
urn  on  investment  at  85  schools,  coll- 
ides that  B-schools  paid  back  quite 
;eh  tor  the  class  of  1998 — a  class  that 
liked  through  the  boom  and  bust  since 
iduation. 

The  average  1998  grad  almost  tripled 

or  her  pre-MBA.  salary  five  years  out 

school,  to  $106,000.  While  annual 

:ome  growth  for  the  U.S.  has  sput- 

ed    at    2.5%    since    1998,    for   the 

school  class  of  1998  it  has  averaged 

K>  since  graduation. 

The  school  with  the  best  bang  for  the 

ck?  Harvard,  for  the  third  consecutive 

le,  with  a  five-year  gain  of  $149,000  over 

tion  and  forgone  salary.  Its  graduates 

their  compensation  jump  13%  annu- 

/  since  graduation  to  $195,000  last  year. 

And  while  an  M.B.A.  from  a  state 

lool  doesn't  offer  the  same  dollar 

in,  the  percentage  return  on  invest- 

;nt  is  often  excellent.  The  typical  five- 

ar  M.B.A.  gain  at  the  University  of 

»va's  Tippie  School  of  Business,  for 

itance,  was  $93,000.  But  it  took  just 

years  for  Tippie  grads  to  recoup 

ir  investment  compared  with  an 

erage  of  3.1  for  all  schools.  For  the 

ickest  payback,  head  to  Europe, 

lere  one-year  programs  (such  as  at 


IMD  and  Insead)  are  popular. 

Our  survey  measures  your  return 
on  investment  in  a  business  school  in 
dollars  and  cents.  It  is  not,  unlike  other 
B-school  rankings,  a  survey  asking 
recruiters  to  rank  schools  or  grads  to 
rate  their  experiences. 

For  this  year's  ranking,  we  sent  out 
1 8,000  questionnaires  to  full-time  gradu- 
ates of  99  M.B.A.  programs  around  the 
world  and  heard  back  from  28%  of  the 
alumni.  To  determine  the  five-year  M.B.A. 
gain,  we  asked  for  pre-M.B.A.  salaries  as 
well  as  compensation  in  three  of  the  first 
five  years  out  of  school.  This  year,  for  the 
first  time,  we  also  factored  in  the  value  of 
exercised  stock  options  during  these  five 
years.  We  compared  the  compensation 
after  school  with  both  costs  of  attending 
(in  tuition  and  forgone  salary)  and  esti- 
mates of  what  the  same  students  would 
have  made,  with  smaller  pay  raises,  in 
their  old  jobs.  Earnings  gains  were  dis- 
counted back  to  1996  using  a  rate  tied  to 
money  market  yields.  We  adjusted  the 
salaries  for  the  cost  of  living  and  discarded 
any  school  where  alumni  responses  were 
less  than  15%.  To  calculate  your  own 
return  on  investment  and  for  an  ex- 
panded version  of  these  tables,  go  to 
www.forbes.com/bschools.  F 


The  Best  Foreign  Business  Schools 


Rank  School/Country 

5-YEAR  MBA  GAIN 

total1      as%of 

(Sftiou)  expenses2 

Years 

to 
payback 

SALARY 
pre-MBA     2002 

($rhou)     (Sthou) 

tuition3 

(Sthou) 

GMAT 
score 

1     InseadVFrance 

$148 

171% 

1.7 

$57 

$150 

$49 

7045 

2     IMF/Switzerland 

134 

141 

1.9 

66 

150 

40 

660 

3     Cambridge  (Judge)4/U.K. 

131 

166 

2.3 

53 

130 

36 

680 

4     Oxford  (Said)VU.K. 

125 

179 

1.8 

48 

129 

37 

690 

5     London/UK. 

114 

85 

2.8 

50 

135 

57 

690 

6     SDA  BocconiVltaly 

94 

191 

2.0 

39 

104 

31 

670 

7     York  (Schulich)/Canada 

97 

168 

2.4 

29 

94 

29 

650 

8     lESE/Spain 

88 

123 

2.6 

27 

83 

51 

672 

9     Australian  GSOM/Australia 

79 

100 

3.0 

37 

101 

36 

640 

10    QueenV/Canada 

76 

157 

2.2 

34 

80 

35 

684 

11    CranfieldVU.K. 

71 

109 

2.5 

53 

105 

38 

6405 

12    Rotterdam/Netherlands 

70 

74 

2.9 

36 

99 

33 

630 

13    McGill/Canada 

46 

75 

3.4 

29 

76 

29 

640 

14    MEC-Paris/France 

24 

25 

4.3 

48 

105 

35 

660 

15     Manchester/UK. 

20 

21 

4.4 

32 

96 

40 

617 

All  figures  are  medians.  Five-year  figures  are  before  taxes  and  adjusted  for  the  time  value  of  money.  NA:  Not  available.  'Compensation 
after  graduation,  minus  the  sum  of  tuition  and  forgone  compensation.  2M.B.A.  profits  divided  by  the  sum  of  tuition  and  forgone 
compensation.  'Total  tuition  for  out-of-state  or  out-of-country  students.  "One-year  program.  5Class  of  2003. 
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vard  since  2002,  having  turned  down  job  offers  from  Columbia, 
the  University  of  Chicago  and  Emory.  "There's  nothing  I  need 
that  I  don't  have,  nothing  I  couldn't  get  if  I  needed  it,"  he  says. 

Last  year  HBS  gave  longtime  management  professor  David 
Garvin  $40,000  to  shadow  Paul  Levy,  the  new  head  of 
Boston's  Beth  Israel-Deaconess  Hospital.  Garvin's  videotaped 
biweekly  interviews  became  a  slick  CD-ROM  case  study,  com- 
plete with  Levy's  calendar  and  memos,  that  is 
now  taught  in  M.B.A.  and  exec  ed  courses — 
and  is,  of  course,  sold  to  outsiders. 

Professors  are  expected  to  teach  half  the 
time  and  research  the  rest.  Surprise,  surprise! 
Junior  profs  are  grumbling  about  the  tenure  process.  Harvard's 
emphasis  on  classroom  teaching,  writing  cases  and  presenta- 
tions to  executives  may  be  good  for  students  and  revenue,  but 
not  great  for  professors  who  don't  get  tenure.  That's  because 
other  schools  usually  want  to  see  academic  research,  and  profs 
denied  tenure  at  Harvard  don't  have  as  many  peer-reviewed 
papers  on  their  C.V.s  as  junior  faculty  members  at  other  schools. 
"At  most  top-ten  business  schools,  when  you  leave  you  are 
pretty  much  guaranteed  a  position  at  [another]  top-ten  business 


$149,000 — just  ahead  of  second-place  Columbia  at  $147,000. 
There  may,  however,  be  some  method  in  Harvard's  pricini 
The  grateful  students  come  back  with  donations — voluntai 
deferred  tuition  payments,  if  you  will.  The  pledge  balance  la 
year  was  $97  million,  well  ahead  of  the  $61  million  haul  froi 
the  tuition,  conventionally  defined.  Hey,  why  not  add  the  coi 
tributions  to  the  HBS  P&L  statement?  To  be  fair,  one  ought  als 

Professors  can  earn  as  much  from 
outside  gigs  as  from  the  classroom. 

to  subtract  nonoperating  income — to  wit,  the  $53  millio 
thrown  off  by  the  $1.4  billion  endowment.  Make  these  tw 
adjustments  and  the  school's  net  for  fiscal  2003  climbs  to  $' 
million,  for  an  18%  operating  margin. 

It  should  be  noted  that  the  profit  margin  analysis  is  entire 
our  own.  Wrapping  itself  in  the  lofty  language  of  an  eleemos 
nary  institution,  Harvard  refuses  to  acknowledge  that  it  can  ha 
such  a  thing  as  a  profit.  The  $8  million  is  described  as  cash  fro: 
operations  before  capital  expenditures. 


Harvard's  revenues . 


...  and  expenses       B-School  endowments; 


Harvard 


Stanford 


Wharton  (UPenn) 
$372 

University  of  Chicago 
$188 

Tuck  (Dartmouth) 
$149 


($mil) 
$1,400  ) 


Source:  Schools 


school,  but  at  HBS  you  aren't,"  says  Robert  Robinson,  a  former 
Harvard  teacher  who,  after  ten  years  there  with  no  offer  of 
tenure,  landed  at  the  University  of  Hawaii's  business  school. 

If  you  can't  cut  costs,  raise  the  top  line.  Question  for  the 
class:  Sin  put  through  a  price  increase? 

Harvard  Bu  hod's  1,800  full-time  students,  who  pay 

only  $33  i  •  getting  a  bargain.  Stanford  charges 

$36,252  ai  323.  Right  now  tuition  covers  only 

40%  of  tli  ing  a  Harvard  M.B.A.  candidate, 

against  50%.,  ■-,  .  diversity  of  Chicago. 

We  kno  is  worth  a  lot.  Continuing  our  sys- 

tem of  rating  B-scl  h    return  on  investment  they  offer 

graduates  (see  ran,.  H|s  0f  is>9S  on 

their  pay  before  ami  \  \  d  the  gain  over 

a  five-year  period  to  lu^  ,L,ry  forgone. 

Net  gain  to  the  graduating  da  u»h  measure: 
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"I  think  about  running  the  school  quite  differendy  frorr 
company,"  says  Dean  Kim  Clark  from  his  office  in  Boston,  sp 
ting  distance  from  the  Charles.  Clark,  54,  got  all  his  degrees 
Harvard  and  has  been  running  HBS  since  1995  (2002  salai 
$320,000).  But  he  does  pay  attention  to  the  numbers:  "I  a 
about  financial  performance  as  a  way  to  deliver  on  our  missioi 

Eisner  rolled  in  big  bucks  for  Disney  by  raising  ticket  prices  at  t 
theme  parks.  We  put  it  to  Dean  Clark  You  should  jack  up  the  tuitk 
Clark  responds  that  his  mission  is  to  educate,  not  make  profits. 

But  it  all  depends  on  how  you  define  profits.  Clark  is  hap 
to  work  on  the  revenue  stream  that  comes  in  after  graduatk 
Last  year  30%  of  Harvard's  M.B.A.  alumni  donated,  anen 
compared  with  schools  like  Stanford,  at  37%,  or  Notre  Dame. 
41%.  Clark  has  launched  a  campaign  to  raise  $500  million  I 
faculty  salaries,  global  programs  and  renovations.  In  a  sense  h 
had  his  eye  on  the  bottom  line  all  along. 
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The  International 
Center  for  Finance  at  the 
YALE  SCHOOL  OF  MANAGEMENT 

focuses  its  research  on  the 
critical  issues  facing  the 
global  financial  community. 
Find  out  more  at  mba.vale.edu 
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Don't  worry  about  who 
your  customer  is. 
Make  something 
he  can  "hire"  to  do  i 

~~BY  CLAYTON  M.  CHRISTENSEN 
AND  MICHAEL  E.  RAYNOR 


HOW  DO  YOU  CREATE  PRODUCTS  THAT  CUSTOMERS 
want  to  buy — ones  that  become  so  successful  they  "dis- 
rupt" the  market?  It's  not  easy.  Three  in  five  new-prod- 
uct-develop fforts  are  scuttled  before  they  ever 
reach  the  mat .  .  mes  that  do  see  the  light  of 
day,  40%  never  become  pn  imph  disappear. 

Most  of  these  failures  arc  I  avoidable.  Why? 

Because  most  managers  trying  to  coi  ;    new  products 

don't  properly  considei  ihe  circumsta' k  which  customers 

find  themselves  when  m  asi  Or  as  mar- 

keting expert  Theodore  i  e\  iti  once  told  his  students  at 


Harvard:  "People  don't  want  to  buy  a  quarter-inch  drill.  The 
want  a  quarter-inch  hole." 

Much  of  the  art  of  marketing  focuses  on  identifying  groups  o 
segments  of  customers  that  are  similar  enough  that  the  same  prod 
uct  or  service  will  appeal  to  all  of  them.  Managers  need  to  seg 
ment  their  markets  to  mirror  the  way  their  customers  experienc  ' 
life — and  not  base  decisions  on  irrelevant  data  that  focus  on  cus 
tomer  attributes.  Managers  need  to  realize  that  customers,  in  effec  ' 
"hire"  products  to  do  specific  "jobs."  That's  one  reason  why  reta  1 
formats  like  Home  Depot  and  Lowe's  have  become  so  successfu 
Their  stores  are  literally  organized  around  jobs  to  be  done. 
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Consider  the  recent  efforts  of  a  fast-food 
chain  that  wanted  to  improve  milk  shake  sales 
and  profits.  The  chain  first  took  the  usual  "focus 
group"  route,  assembling  panels  of  customers  to 
ask  if  making  the  shakes  thicker,  more  chocolaty, 
cheaper  or  chunkier  would  satisfy  them  more. 
The  chain  got  clear  inputs  on  what  the  customers 
wanted.  But  after  the  changes  were  made,  noth- 
ing much  happened  to  sales  or  profits. 

So  a  new  set  of  researchers  came  in.  Their 
task  was  to  understand  what  customers  were  try- 
ing to  get  done  for  themselves  when  they  hired  a 
milk  shake.  This  approach  helped  the  chain's 
managers  see  things  that  traditional  market  re- 
search had  missed. 

The  researchers  spent  an  18-hour  day  in  a 
restaurant.  What  they  found  was  surprising: 
Nearly  half  of  all  milk  shakes  were  bought  in  the 
early  morning.  Most  often,  the  shake  was  the 
onlv  item  purchased,  and  it  was  rarely  consumed 
in  the  restaurant.  What  was  going  on  here? 

Turns  out  most  of  the  customers  had  hired  a 
shake  for  very  similar  reasons:  They  faced  a  long, 
boring  commute  and  needed  something  to  make 
the  trip  more  interesting.  They  weren't  really 
hungry  but  knew  that  if  they  didn't  eat  some- 
thing soon,  they  certainly  would  be  hungry  by 
10  a.m.  They  also  faced  constraints:  They  were  in 
a  hurry,  often  wearing  their  work  clothes,  and 
had  only  one  free  hand. 

To  get  this  job  done,  some  customers 
hired  bagels.  But  bagels  got  crumbs  all  over 
their  clothes  and  the  car.  If  the  bagels  were 
topped  with  cream  cheese  or  jam,  their  fin- 
gers and  the  steering  wheel  got  sticky.  Some- 
times they  hired  a  banana.  But  it  got  eaten 
too  fast  and  didn't  really  solve  the  boring- 
commute  problem.  The  breakfast  sandwiches 
the  restaurant  served  (sausage  or  ham  with 
egg)  made  their  hands  and 
the  steering  wheel  greasy. 
If  customers  tried  to  drag 
out  the  time  they  took  to 
eat  the  sandwich,  it  got 
cold.  Doughnuts  didn't 
Ithrough  the  10  a.m.  hunger  attack. 
■The  milk  shake  did  the  job  better  than  almost  any  available  al- 
tjative.  It  could  take  as  long  as  20  minutes  to  slurp  one  through 
khin  straw.  That  staved  off  boredom  on  the  commute.  It  could 
lonsumed  cleanly  with  one  hand,  with  little  risk  of  spillage. 
"  customers  felt  less  hungry  after  consuming  the  shake  than 
Ir  using  most  of  the  alternatives.  And  never  mind  that  it 
In't  the  healthiest  thing  to  consume.  Making  you  healthy 
rin't  the  job  the  milk  shake  was  hired  for. 
I  The  fast-food  chain's  traditional  marketing  research  focused 
its  milk  shake  sales  against  those  of  the  competing  chains.  The 


Want  ads:  What 
job  do  you  hire 
a  product  for? 
Michael  Raynor, 
Clay  Christensen. 


predictable  script:  Gain  by  cutting  into  the  business  of  others.  But 
that's  not  really  the  point  here.  In  the  customer's  mind  the  morn- 
ing milk  shake  really  competed  against  boredom,  bagels,  bananas, 
doughnuts,  instant  breakfast  drinks  and,  possibly,  coffee. 

So  what  should  the  chain  do?  What  would  enhance  the  value 
of  that  morning  milk  shake  for  the  bored  commuter?  Why  not 
put  in  tiny  chunks  of  real  fruit  to  add  a  dimension  of  unpre- 
dictability and  anticipation — attacking  the  boredom  factor.  A 
thicker  shake  would  last  longer.  A  self-service  shake  machine  that 
could  be  operated  with  a  prepaid  card  would  get  customers  in 
and  out  fast. 

Improvements  like  this  would  succeed  in  building  sales — but 
not  by  capturing  milk  shake  sales  from  competing  quick-service 
chains  or  by  cannibalizing  other  products  on  its  menu.  Rather, 
the  growth  would  come  by  taking  business  from  products  in  other 
categories  that  customers  sometimes  employed,  with  limited  sat- 
isfaction, to  get  their  particular  jobs  done.  And  perhaps  more  im- 
portant, the  products  would  find  new  growth  among  "noncon- 
sumers."  Competing  with  nonconsumption  often  offers  the 
biggest  source  of  growth  in  a  world  of  one-size-fits-all  products. 

Sony's  founder,  Akio  Morita,  was  a  master  at  watching  what 
consumers  were  trying  to  get  done  and  at  marrying  those  insights 
with  solutions  that  helped  them  do  it  better.  Between  1950  and 
1982  Sony  successfully  built  12  different  new-market,  disruptive- 
growth  businesses.  These  included  the  original  battery-powered 
pocket  transistor  radio,  launched  in  1955,  and  the  first  portable 
solid-state  black-and-white  television,  in  1960.  Plus:  videocassette 
players,  portable  video  recorders,  the  now-ubiquitous  Walkman 
and  3.5-inch  floppy  disk  drives,  launched  in  1980. 

How  did  Sony  find  these  foothold  applications?  Morita  and  a 
trusted  group  of  about  five  associates  observed  and  questioned 
what  people  really  were  trying  to  get  done.  They  looked  for  ways 
that  miniaturized,  solid-state  electronics  might  help  a  population 
of  less  skilled  and  less  affluent  people  to  accomplish,  more  conve- 
niently and  at  less  expense,  the  jobs  they  were  already  trying  to 
get  done  through  awkward,  unsatisfactory  means.  Morita  and  his 
helpers  had  an  extraordinary  success  rate  in  finding  these  footholds 
for  disruption. 

But  Sony's  disruptive  odyssey  ended  in  the  early  1980s.  For 
nearly  the  next  two  decades  Sony's  innovations  were  merely 
sustaining  in  nature — that  is,  they  were  simply  improved  prod- 
ucts targeted  at  existing  markets.  PlayStation,  for  example,  has 
been  very  successful,  but  it  was  a  late  entrant  into  a  well- 
established  market. 

What  happened?  In  the  early  1980s  Morita  began  to  withdraw 
from  active  management  in  order  to  become  involved  in  politics. 
To  take  his  place  Sony  hired  marketers  with  M.B.A.s  to  help  iden- 
tify new-growth  opportunities.  The  M.B.A.s  brought  with  them 
sophisticated,  quantitative,  attribute-based  techniques  for  seg- 
menting markets  and  assessing  market  potential.  The  clipboards 
and  the  spreadsheets  were  no  match  for  Morita's  intuition  at  find- 
ing new  markets. 

For  today's  new-technology  industries,  the  challenge  is  to  en- 
able new  customers  to  do  things  they've  always  been  trying  to  do, 
but  to  do  them  more  conveniently  and  predictably.  Take  the  Black- 
Berry,  the  handheld  wireless  e- mailer  made  by  the  Canadian  com- 


FORBES-   October  13,  2003      83 


Book  Excerpt  i  the  innovators  solution 


p.iny  Research  ill  Motion.  KIM  got  its  disruptive  foothold  com 
peting  with  nonconsumption  by  bringing  the  ability  to  receive 
.iiul  semi  e  mail  to  new  contexts  such  as  waiting  lines,  public  tran- 
sit and  conference  moms.  but  what's  next? 

One  option  would  be  for  KIM  to  believe  its  market  is  structured 
by  product  categories,  as  in:  "We  compete  in  handheld  wireless 
devices."  II  so,  they'd  seethe  blackberry  competing  with  the  Palm 
handheld,  Sony's  ( Ilie,  mobile  telephone  handsets  made  by  Nokia, 
Motorola  and  Samsung,  and  Microsoft  Pocket-PC-based  devices 
such  as  I  lewlctl  Packard's  iPAQ. 

In  order  to  get  ahead  of  these  competitors  KIM  would  need  to 
develop  better  products  (aster  than  the  competition.  Sony's  ("lie, 
for  example,  has  a  digital  camera.  Nokia's  phones  oiler  short  text 
messaging.  II  it  defines  these  as  the  competition,  RIM  would  need 
to  build  some  ol  these  features  into  its  next  generation  blackberry 
device.  RIM's  competitors,  of  course,  would  be  thinking  just  the 
same  thing.  Which  would  create  a  headlong,  arms-race-like  rush 
toward  undifferentiated,  one  si/e  fits  all  products  that  perform 
poorly  any  specific  jobs  that  customers  might  hire  them  to  do. 
Such  products  are  likely  to  end  up  more  like  the  Swiss  Army  knife: 
a  pretty  good  knife,  terrible  scissors,  a  marginal  bottle  opener  and 
a  crummy  screwdriver. 

but  what  if  KIM  structured  the  segments  ol  this  market  ac- 
cording to  the  jobs  that  people  are  trying  to  get  done?  Just  from 
watching  people  who  pull  out  their  blackberrys,  it  seems  to  us 
that  most  ol  them  are  hiring  it  to  help  them  be  productive  in  small 
snippets  ol  time  that  otherwise  would  be  wasted,  like  reading 
c  mails  while  waiting  in  line  at  airports. 

What's  the  blackberry  competing  with?  When  not  using  a 
blackberry,  people  often  pick  up  a  wireless  phone.  Sometimes 
they  pick  up  the  Wall  Street  Journal.  Sometimes  they  make  notes 
to  themselves.  Sometimes  they  stare  mindlessly  at  the  CNN  Air- 
port Network  or  sit  with  glazed  eyes  in  a  boring  meeting.  From 
the  customer's  point  of  view,  these  are  the  blackBerry's  most 
direct  competitors. 

So  in  addition  to  adding  wireless  telephony,  blackberry  could 
add  financial  news  headlines  and  stock  quotes  to  help  compete 
more  effectively  with  the  Wall  Street  journal.  And  mindless,  single- 
player  games  or  automatically  downloaded  Letterman-like  top- 
ten  lists  might  help  the  blackberry  gain  share  against  boredom. 
Features  that  do  not  help  customers  do  the  job  that  they  hire  the 
BlackBerry  for  wouldn't  be  viewed  as  improvements  at  all. 

brands  are,  at  the  beginning,  hollow  words  into  which  mar- 
keters stuff  meaning.  II  a  brand's  meaning  is  positioned  on  a  job  to 
be  done,  then  when  the  job  arises  in  a  customer's  life,  he  or  she  will 
rememl  i  the  brand  and  lure  the  product  Customers 
pay  significant  premiums  for  brands  that  do  a  job  well. 

but  some  executivi  ivorry  that  a  low  end  dis- 
ruptive product  might  hat  m  their  established  brand. 
(  ASC  in  point:  When  k.  ranted  to  bring  out  a 

"single  use"  disposable  camera,  people  within  the 
company's  film  division  vigorously  opposed  the  move 
Ivc.iuv  inexpensive  plastic  lenses  used  meant  that 
the  qua!        i      ihotogn  luldn'tbeasgoodas 

those  tab       -  ..i! 


It  didn't  matter.  The  Kodak  Funsaver  was  a  product  that£US 
tomers  bought  for  a  specific  job:  They  wanted  a  camera  on  vaca 
tion  but  either  didn't  own  one  or  had  forgotten  to  bring  one  along 
The  Funsaver  competeefwith  nonconsumption:  Customers  whosi 
alternative  was  to  have  no  photos  of  their  two  weeks  at  the  laid 
were  perfectly  happy  with  the  quality.  The  disposable-camera  man 
ket  is  now  $2  billion  annually. 

At  a  fundamental  level  the  things  that  people  want  to  accord 
plish  in  their  lives  don't  change  quickly.  New  products  will  succeed 
to  the  extent  they  help  customers  accomplish  more  effectively  anc 
conveniently  what  they're  already  trying  to  do. 

Consider  the  hundreds  of  millions  that  have  been  spent  t( 
apply  new  technologies — the  Internet  and  e-book  displays,  specif 
ically — to  reshape  the  college  textbook  industry.  Innovators  havi 
attempted  to  develop  and  sell  tablets  that  can  display  downloaded 
e-books.  And  with  many  textbooks  you  can  click  on  a  Web  ad 
dress  to  obtain  far  more  information  about  the  topic  than  coul( 
possibly  be  included  within  the  limits  of  a  book.  Would  we  ex 
pect  these  investments  to  generate  significant  growth?  Our  gues 
is  that  they  will  not.  Although  we  would  like  to  believe  that  all  un 
dergraduate  students  are  rigorous  seekers  of  knowledge,  the  jol 
that  many  college  students  are  really  trying  to  get  done,  from  ou 
observation,  is  to  pass  their  courses  without  having  to  read  th 
textbook  at  all. 

These  companies  have  spent  a  lot  of  money  helping  student 
to  do  more  easily  something  that  they  have  been  trying  to  not  d( 
It  would  probably  take  far  less  money  to  create  from  the  sam 
technology  a  service  called  "Easycram.com" — a  utility  that  woul 
make  it  easier  and  cheaper  for  students  to  cram  more  effectively  fc 
their  exams.  This  would  likely  work  because  cramming  is  some 
thing  that  students  already  are  trying  to  do,  but  with  marginal  el 
ficacy.  There  are  a  lot  of  textbook-avoiders  on  campuses — a  hug 
market  of  nonconsumption. 

After  a  subscriber  logs  on,  Easycram.com  would  ask  wh? 
course  he  needs  to  cram  for — say,  College  Algebra.  Then  it  woul 
ask  which  of  the  listed  textbooks  the  professor  expects  him  t 
have  read  by  now.  It  would  ask  him  to  click  on  the  type  of  pro! 
lem  that  he  is  having  trouble  with,  and  it  would  walk  hii 
through  a  tutorial.  The  next  year,  Easycram.com  would  need  t 
oiler  a  new  and  improved  service,  one  that  makes  it  even  easi( 
and  faster  to  cram  better — inching  up  from  the  least-conscier 
tious  to  the  sporadically  diligent  tiers  of  the  student  populatioi 
After  a  few  years  two  students  might  be  overheard  in  the  collej 
bookstore  anguishing  over  the  exorbitant  price  of  a  textboo 
"You  know,  my  brother  took  that  course  last  year.  He's  a  goc 
^  student,  but  he  never  even  bought  the  book.  He  ju  J 
used  Easycram.com,  and  he  did  great."  Bingo:  a  nev 
market  disruption  to  help  customers  achieve  what  thi 
already  had  been  trying  to  do. 


Adapted  from  The  Innovator's  Solution:  Creating  anc 
Sustaining  Successful  Growth,  by  Clayton  M 
Christensen  and  Michael  E.  Raynor  (Harvarc 
Business  School  Press,  2003). 
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Information  is 

the  best  medicine. 


Havjng better  Information  can  help  you  make  more  intelligent  health 
rare  decisions.  So  we  provide  a  host  of  helpful  information  resources, 
like  our  Aetna  Intelillealth   online  health  information  site,  offered 
in  association  with  Harvard  Medical  School.  Here  you'll  find  a  wealth 
of  knowledge  ahout  diseases,  conditions,  treatments,  preventative 
incisures,  and  much  more.  At  our  Aetna  Navigator  '"Web  site,  members 
(.111  receive  their  benefit  statements  and  review  claim  status 
electronically.  And  soon,  we'll  provide  you  with  survey  data  to  help 
you  .isscss  the  quality  of  doctors  and  hospitals  in  our  networks. 
The  Information  to  make  intelligent  choices — that's  a  prescription 
for  quality  health  care  coverage,  from  Aetna. 
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hat  does  it  take  to  make  road-weary  business  travelers 
feel  at  home  on  the  road? 

Ask  that  question  to  the  experts  at  Homewood  Suites  by 
Hilton,  the  upscale,  yet  casual,  chain  of  more  than  125  hotels, 
and  the  answer  is  simple:  shower  tough-to-please  travel  veter- 
ans with  a  constant  stream  of  useful  amenities  and  thoughtful 
services  that  provide  guests  with  the  best  features  of  a  fine 
hotel  in  a  comforting,  home-like  atmosphere. 

Unlike  a  standard  hotel-room  environment,  guest  accom- 
modations at  a  Homewood  Suites  by  Hilton  hotel  are  spacious 
studio,  one-  or  two-bedroom  suites.  Each  suite  offers  a  fully 
equipped  kitchen  with  microwave  oven,  full-size  refrigerator, 
dishwasher,  twin-burner  stove,  coffeemaker  and  place  settings. 
There  are  two  telephones  with  voice  mail  and  dataports, 
remote-controlled  television  and  premium  cable,  and  video- 
cassette  player  or  on-demand  movies.  Each  suite  has  an 
in-room  dining  area  that  doubles  as  workspace  and  an  iron  and 
ironing  board.  Most  Homewood  Suites  hotels  already  offer 
high-speed  Internet  access,  and  all  locations  will  offer  this 
valuable  new  amenity  by  April  1,  2004. 

In  other  words,  each  Homewood  Suites  by  Hilton  hotel 
offers  a  virtual  home  base  for  travelers  expecting  to  stay  a 
few  days  oi  mi  re  or  the  road. 

The  home-like  atn  .-sphere  of  the  guest  accommodations  is 
augmented  by  th(  gnature  feature  of  every  Homewood 
Suites  by  Hilton  !  odge,  a  csntral  area  off  the  main 

lobby  where  guests  can  eat,  relax  and  socialize.  The  Lodge 
offers  a  dining  roon   dree  a  comfortable  living  room  with  soft 


seating;  a  small,  private  meeting  room;  and  a  24-hour  bu: 
ness  center  at  most  locations.  Most  locations  also  off* 
much-desired  guest  amenities  such  as  a  swimming  poc 
sports  court,  exercise  room  and  guest  laundry  facilities.  Mo 
Homewood  Suites  by  Hilton  hotels  also  feature  an  on-sr 
24-hour  Suite  Shop®  convenience  store. 

But  Homewood  Suites  by  Hilton  goes  even  further 
make  business  travelers  feel  at  home.  A  complimentary  h 
breakfast  is  offered  each  morning  in  the  Lodge.  An  evenir 
Manager's  Reception  with  light  dinner  and  beverages 
served  in  the  Lodge  on  Monday  through  Thursday  (subje 
to  state  and  local  laws).  Guests  at  Homewood  Suites  I 
Hilton  can  participate  in  the  Hilton  HHonors®  hotel  gue 
reward  program,  which  offers  both  hotel  points  and  airlii 
miles  for  most  stays.  A  copy  of  USA  Today  is  deliven 
to  the  suite  each  weekday  morning.  Homewood  Suites  I 
Hilton  even  offers  a  complimentary  grocery  shoppii 
service  (guests  pay  for  the  groceries,  of  course).  Hotels  al 
feature  a  meeting  room  large  enough  to  accommoda 
smaller  groups  of  up  to  25  people. 

Do  these  upscale  amenities,  casual  personality  and  resident 
design  truly  make  business  travelers,  especially  busine 
travelers  on  the  road  for  a  few  days  at  a  time,  feel  at  horn 
Absolutely,  says  Suzanne  Sturgill,  education  program  coor 
nator  of  LexisNexis,  the  online  information  company. 

"The  LexisNexis  guests  I  book  into  Homewood  Suites 
Hilton  are  very  sophisticated  travelers,"  she  explains.  "They < 
always  pleasantly  surprised  by  the  facilities  and  services  th 


ie.  ajid  they  all  say  Homewood  Suites  by  Hilton  makes 
feel  like  home  more  than  anywhere  else  they  stay." 
rgill  has  plenty  of  experience  with  busy  travelers,  too. 
looks  more  than  2,000  room  nights  a  year  at  Homewood 
5  by  Hilton.  Her  internal  surveys  of  LexisNexis  travelers 
I  that  "everyone  always  seems  happiest  when  they  stay 
mewood  Suites." 

lat  most  appeals  to  her  guests,  some  of  whom  spend  as 
as  nine  consecutive  nights  on  LexisNexis  business  at  a 
jwood  Suites  by  Hilton  hotel?  Not  one  particular  feature, 
Sturgill,  but  a  full  range  of  offerings. 
e   physical   layout,   with   inside   rooms  and   covered 
iors,  is  very  secure,  and  that  appeals  to  many  women 
ers,"  Sturgill  explains.  Other  LexisNexis  guests  like  the 
ate  rooms,  which  allow  them  to  distinguish  their  work 
from  their  relaxation  and  personal  time. 
i  fully  equipped  kitchens  are  also  winners,  she  notes, 
y  get  a  lot  of  use  over  the  weekend.  People  love  to  bring 
home  from  restaurants  and  keep  it  to  eat  later.  And 
i  of  my  groups  go  grocery  shopping  together  and  then 
)  back  to  the  suite  and  cook  together." 


That  casual  sense  of  togetherness  and 
familiarity  also  makes  Homewood  Suites  by 
Hilton  a  winner  with  LexisNexis  guests. 
Travelers  enjoy  the  complimentary  hot  break- 
fast in  the  Lodge  because  it  gives  them  a 
chance  to  mingle  and  socialize.  And  the  evening  Manager's 
Reception  is  also  extremely  popular.  "You  just  get  tired  going  out 
every  night,"  Sturgill  explains.  "That's  not  how  people  live  at 
home,  and  it's  not  how  people  want  to  live  on  the  road.  They 
want  to  come  home  and  have  a  bite  to  eat.  It's  what  makes 
them  feel  at  home  even  when  they  are  traveling." 

Sturgill,  who  regularly  organizes  training  classes  and  other 
educational  seminars  and  sessions  for  groups  of  LexisNexis 
executives,  is  herself  a  frequent  guest  of  Homewood  Suites 
by  Hilton.  She  is  always  impressed  with  the  service  and 
consideration  she  receives. 

"You  have  to  know  the  needs  of  your  guests,  and  Homewood 
Suites  does  that  very  well,"  she  says.  "I've  stayed  in  Homewood 
Suites  all  over  the  country,  and  they  all  look  and  feel  very 
comfortable.  It's  a  very  consistent  product  everywhere  you  go, 
and  you  always  feel  like  home  everywhere  you  go."  ■ 


i  Hilton lainiK 


I  ton  HHonors 


My  Homewood. 

A  living  room,  a  separate  bedroom" 
and  a  fully  equipped  kitchen. 
A  complimentary  hot  breakfast  every 
morning  and  a  Manager's  Reception* 
every  weeknight.  So  you  can  feel 
at  home  even  when  you're  not. 
All  for  less  than  you  might  think. 
Visit  homewoodsuites.com  or 
dial  1-800-CALL-HOME. 


rtels  have  studio  suites.  'Monday  through  Thursday,  subject  to  sta 


MAKE  YOURSELF  AT  HOME? 


Executive  Coaching 


KEITH  RANIERE'S  DEVOTED  FOLLOWERS  SAY  HE  IS 
one  of  the  smartest  and  most  ethical  people  alive. 
They  describe  him  as  a  soft-spoken,  humble  ge- 
nius who  can  diagnose  societal  ills  with  remark- 
able clarity.  They  say  his  teachings  as  an  inspira- 
tional executive  coach  can  empower  some  of  the 
most  successful  people  in  the  world  to  attain  ever 
higher  levels  of  status  and  money.  Why,  his  program  can  even 
cure  ailments  like  diabetes  and  scoliosis. 

Some  3,700  people  have  flocked  to  Raniere,  43,  and  Execu- 
tive Success  Programs,  the  business  he  created  in  1998.  Prompted 
by  a  potent  word-of-mouth  network,  they  include  Sheila  John- 
son, cofounder  of  Black  Entertainment  Television;  Antonia  C. 
Novello,  a  former  U.S.  surgeon  general;  Stephen  Cooper,  acting 
chief  executive  of  Enron;  the  Seagram  fortune's  Edgar  Bronfman 
Sr.  and  two  of  his  daughters;  and  Ana  Cristina  Fox,  daughter  of 
the  Mexican  president.  Raniere's  disciples  say  his  methods 
sharpen  their  focus  and  give  them  keener  insight  into  the  mo- 
tivations of  others.  "It's  like  a  practical  M.B.A.,"  says  one  fol- 
lower, Emiliano  Salinas,  son  of  a  former  president  of  Mexico. 

Raniere,  who  has  no  M.B.A.,  has  shrewdly  cashed  in  on  the 
high-profit  fad  of  executive  coaching,  a  booming  multibillion- 
dollar  market.  It  includes  established  firms  and  renowned  indi- 
viduals who  promise — for  a  fee — to  help  people  become  better 
executives,  improve  produ  tivity  and  navigate  office  politics. 
Well-known  trainers  like  Marshall  Goldsmith,  professor  Vijay 
Govindarajan  of  Dartmou  '   and  Richard  Leider  charge  from 


By  Michael  Freedman 


$25,000  a  day  to  $100,000  for  a  half  dozen  sessions  spread  ove: 
18  months.  They  teach  executives  how  to  change  their  "negativi 
behaviors,"  to  find  what  drives  them  and  to  divine  the  righ 
goals  (see  box,  p.  92). 

But  some  people  see  a  darker  and  more  manipulative  side  t< 
Keith  Raniere.  Detractors  say  he  runs  a  cult-like  program  aimet 
at  breaking  down  his  subjects  psychologically,  separating  then 
from  their  families  and  inducting  them  into  a  bizarre  world  o 
messianic  pretensions,  idiosyncratic  language  and  ritualisti 
practices.  "I  think  it's  a  cult,"  says  Bronfman.  Though  he  ono 
took  a  course  and  endorsed  the  program,  he  hasn't  talked  to  hi 
daughters  in  months  and  has  grown  troubled  over  the  Ion; 
hours  and  emotional  and  financial  investment  they  have  beei 
devoting  to  Raniere's  group.  One  daughter,  Clare,  24,  has  lent  th 
program  $2  million,  at  2.5%  interest,  the  senior  Bronfman  say 
(she  denies  this). 

Raniere  says  there's  nothing  in  his  operation  that  makes  it 
cult,  and  indeed,  many  enrollees  see  Executive  Success  as  a  gooi 
coaching  program  and  nothing  more.  Enron's  Stephen  Coope 
puts  himself  in  this  category.  Yet  Raniere  is  an  unlikely  mentor  t< 
the  wealthy  and  well-connected.  A  decade  ago  he  ran  an  allege 
pyramid  scheme  that  collapsed  after  signing  up  at  least  250,00 
customers  and  bringing  in  more  than  $33  million  in  a  year.  In  Jan 
uary  a  federal  judge  ruled  in  favor  of  an  ex-girlfriend  who  was  i 
a  bitter  legal  fight  with  Raniere,  citing  "a  jilted  fellow's  attempt  i 
revenge"  and  finding  that  Raniere  had  harassed  her,  disrupte 
her  business  and  manipulated  her  into  giving  up  her  10-year-ol 


The  wealthy  and  welf-connt  ned  are  flocking  to  an  executive  training  firm 
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it  charismatic  leader  named  Keith  Raniere.  They  call  him  "Vanguard." 


M 


Executive  Coaching 


son  to  the  boy's  father.  The  woman,  Toni  F.  Natalie,  tells  FORBES 
that  she  believes  Raniere  brainwashed  her,  telling  her  she  was  put 
on  Earth  to  carry  his  baby — the  baby  who  would  alter  the  course 
of  history.  Raniere  calls  this  claim  "ridiculous  and  not  rational." 

These  days  Raniere  prefers  to  be  called  "Vanguard"  by  his  fol- 
lowers. (His  business  partner,  Nancy  Salzman,  49,  a  former  nurse 
and  therapist  and  the  public  face  of  Executive  Success,  calls  her- 
self "Prefect.")  Raniere's  long,  brown  hair  and  beard  make  him 
look  a  little  like  Jesus,  and  his  thoughtful  demeanor  could  let  him 
pass  for  a  philosophy  professor — or  maybe  a  slacker  poet.  He  has 
no  driver's  license,  relying  on  friends  for  rides  and  walking  up  to 
12  miles  a  day.  He  says  he  has  no  bank  account  and  that  he  forgoes 
any  salary  from  the  $4  million-a-year  coaching  program  he  cre- 
ated: "I  consider  everything  payment  for  what  I've  done."  Though 
he  co-owns  a  small  house  near  Albany,  N.Y.  with  a  female  friend, 
he  spends  most  nights  at  one  or  another  of  three  friends'  homes. 
He  claims  not  to  own  a  bed.  "I  live,"  he  says  with  a  disarmingly 
warm  smile,  "a  somewhat  church-mouse-type  existence." 

His  teachings  are  mysterious,  filled  with  self-serving  and  im- 
penetrable jargon  about  ethics  and  values,  and  defined  by  a  blind- 
ambition  ethos  akin  to  that  of  the  driven  characters  in  an 
Ayn  Rand  novel.  His  shtick:  Make  your  own  self-inter- 
est paramount,  don't  be  motivated  by  what  other  peo- 
ple want  and  avoid  "parasites"  (his  label  for  people  who 
need  help);  only  by  doing  this  can  you  be  true  to  yourself 
and  truly  "ethical."  The  flip  side,  of  course,  is  that  this 
worldview  discredits  virtues  like  charity,  teamwork  and 
compassion — but  maybe  we  just  don't  get  it. 

Executive  Success  resembles  motivational  groups  such  as 
the  Landmark  Forum,  the  Sterling  Institute  of  Relationship 
and  Lifespring.  It  also  is  reminiscent  of  the  "human  potential" 
training  of  the  1970s,  with  a  few  Scientology-like  elements  and 
parallels  to  EST,  the  much-criticized  groupthink  program 
founded  by  Werner  Erhard.  Unlike  EST,  which  famously  dis- 
couraged students  from  using  the  bathroom  during  sessions, 
Executive  Success  offers  plenty  of  breaks.  Students  pay  up  to 
$10,000  for  five  days  of  lectures  and  intense  emotional  probing 
in  daily  13-hour  cram  sessions.  They  remove  their  shoes  for  class, 
learn  obscure  handshakes  and  wear  patented  colored  sashes  in 
dozens  of  different  variations  that  signify  rank  in  the  organization. 
When  a  higher-ranking  student  enters  the  room  they  must  stand 
to  show  respect.  They  are  taught  to  bow  to  one  another  and  to 
"Vanguard."  When  he  makes  a  rare  appearance,  Elvis-like,  smdents 
rush  up  to  him.  Some  ex-clients  say  they  have  seen  him  greet  each 
woman  with  a  kiss  on  the  mouth,  although  Raniere  denies  this. 

Once  a  day  the  attendees  recite 
a  12-point  mission  statement 
written  by  Raniere.  (Sample: 
"There  are  no  ultimate  victims; 
therefore,  I  will  not  choose  to  be 
a  victim.")  It  is  apocalyptic  in 
tone,  with  the  occasional  gram- 

tical     error — his     genius 

vithstanding.  The  world  is 

c  people  who  try  to  "de- 


stroy each  other,  steal  from  each  other,  down  each  other  or  rejoiq 
at  another's  demise."  Thus,  he  writes,  "it  is  essential  for  the  sun 
vival  of  humankind"  that  the  world's  wealth  and  resources 
controlled  by  "successful,  ethical  people" — i.e.,  those  trained  a 
Executive  Success. 

It  is  quite  a  sales  job,  one  that  comes  naturally  to  this  corpo 
rate  Svengali.  Born  in  Brooklyn  and  bred  in  the  suburbs,  Ranier 
has  a  flair  for  promotion,  like  his  adman  father.  An  old  bio  label 
Keith  "one  of  the  top  three  problem  solvers  in  the  world."  Hi1 
current  Web  site  quotes  Albert  Schweitzer,  Margaret  Mead — am 
himself.  "Humans  can  be  noble.  The  question  is:  Will  we  pu 
forth  what  is  necessary?"  he  writes,  concluding  that  his  progran 
"represents  the  change  humanity  needs  in  order  to  alter  th 
course  of  history." 

Raniere  claims  he  spoke  in  full  sentences  when  he  was 


Vanguard  and  Prefect, 
Keith  Raniere  and  Nancy 
Salzman.  Right,  some 
notable  clients. 


[Detractors  see  a  cult-like  program 
aimed  at.breaking  down 
3UDJGCTS  psychologically. 
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}ma  Novello 


1  -year- 
old,  taught  himself  high  school 
math  in  19  hours  when  he  was  12  and,  by 
13,  had  learned  three  years  of  college  math 
and  several  computer  languages.  As  a  boy 
he  read  an  Isaac  Asimov  sci-fi  novel  about  a 
brilliant  scientist  who  knew  his  galaxy  was 
in  irremediable  decline  and  had  reduced  all 
human  behavior  to  elegant  mathematical 
equations.  It  inspired  Raniere  later  to  try  to 
do  the  same.  After  graduating  from  Rens- 
selaer Polytechnic  Institute  in  Troy,  N.Y.  in 
1982,  with  majors  in  physics,  math  and  bi- 
ology he  went  to  work  in  computer  pro- 
gramming and  consulting. 

On  the  job  he  began  to  nurture  his  no- 
tion of  unalloyed  self-interest  as  the  path  to 
ethical  behavior.  He  felt  employees  too 
often  took  jobs  they  didn't  like  and  made 
decisions  they  didn't  believe  in.  A  more 
ethical  world,  he  reasoned,  would  consist 
of  people  who  understood  their  goals  and 
f  ^        pursued  them.  Raniere  says  he  found  in- 

—    '   "  spiration  in  Rand's  books.  The  protago- 

nists in  Atlas  Shrugged  and  The  Fountain- 
head  are  liber-individualists,  aggressive  and 
ruthless. 

In  1990  Raniere  decided  to  apply  his 
theory  to  his  new  business,  Consumers' 
Buyline,  a  multilevel  marketing  program 
near  Albany  that  promised  lucrative  com- 
missions to  old  customers  for  recruiting  new 
I  He  barnstormed  the  nation  promoting  discounts  on  gro- 
s,  dishwashers  and  even  hotel  stays,  stoking  crowds  of  a  thou- 
i  pumped-up  and  profit-hungry  people.  "He  was  like  a  mytho- 
cal  figure — the  guy  with  the  240 IQ  was  coming  to  town,"  says 
ert  Bremner,  a  former  distributor  for  the  outfit. 
Raniere  says  by  the  end  of  1993  he  had  sold  $1  billion  in  goods 
services,  employed  80  people  and  had  a  quarter-million  be- 
;rs  paying  him  $19  a  month  to  hawk  his  goods.  He  claims  he 
worth  $50  million.  Yet  he  appeared  to  carry  no  money,  says 
liner,  adding  that  Raniere  seemed  to  sleep  all  day,  rolled  into 


Cooper 


Cristina  Fox 


A  "tribute  to  civilization":  rendering  of  a 
proposed  $15  million,  75,000-square- 
foot  headquarters  near  Albany,  N.Y. 

his  office  around  10  p.m.  and 
sometimes  held  meetings  at  1  a.m. 
Business  flagged,  debt  ballooned 
and  customers  complained.  Reg- 
ulators in  20  states  began  to  in- 
vestigate. In  1993  the  New  York 
attorney  general  filed  a  civil  suit 
alleging  Consumers'  Buyline 
was  a  pyramid  scheme.  With- 
out admitting  wrongdoing,  Raniere  settled  for 
$40,000,  of  which  he  has  paid  only  $9,000.  He  says  he  can't  pay  the 
rest,  though  he  also  says  his  ample  finances  let  him  live  on  savings. 

A  year  later  Raniere  created  another  multilevel  outfit,  National 
Health  Network,  which  sold  vitamins.  He  and  his  then-girlfriend, 
Toni  Natalie,  set  up  a  health  food  shop  in  Clifton  Park,  N.Y.  One 
day  in  1997  Raniere  met  the  woman  who  would  become  his  busi- 
ness partner,  Nancy  Salzman.  She  is  a  nurse  and  therapist  who  has 
studied  hypnosis  and  neurolinguistic  programming,  by  which 
therapists  examine  and  mimic  a  person's  language  and  speech 
patterns  to  alter  behavior.  (Raniere  has  studied  this,  too.) 

Salzman  had  just  gone  through  a  tough  time.  She  found 
Raniere  to  be  riveting.  He  became  her  spiritual  guide,  and  she 
became  his  most  ardent  follower.  "There  is  probably  no  discov- 
ery since  writing  as  important  for  humankind  as  Mr.  Raniere's 
technology,"  she  once  wrote  in  a  brochure.  She  ended  up  treat- 
ing Raniere's  girlfriend,  Toni  Natalie,  with  therapy  and  lending 
her  $50,000  for  the  health  food  business.  When  it  flopped  in 
1999,  a  bitter  battle  ensued  in  U.S.  bankruptcy  court  in  Albany. 
Raniere  sided  with  Salzman.  Natalie  moved  away.  Court  records 
show  Raniere  sent  Natalie  verses  from  Paradise  Lost,  annotated 
("Commits  to  evil  for  protection — stupid/weak.").  He  drew  a 
diagram  that  plotted  her  life  and  said  she  was  in  danger  of  ca- 
reening down  a  "pride  barrier"  to  a  "dream  death  line." 

Raniere  and  Salzman  don't  directly  deny  the  assertions,  but 
they  say  Natalie  may  have  altered  court  documents — a  charge 
Natalie  says  is  outrageous.  In  January  a  U.S.  judge  said  he  found 
it  "disturbing"  to  hear  testimony  that  Raniere  had  had  police 
sent  to  Natalie's  mother's  house  and  had  made  repeated  threats 
to  her  and  her  family.  Raniere  has  appealed  several  times,  dri- 
ving Natalie  to  the  brink  of  a  breakdown.  "I  can't  think.  I  can't 
work.  I  can't  pay  my  bills,"  she  says. 

In  1998  Salzman  incorporated  in  Delaware  the  company  that 
launched  Executive  Success  Programs  and  applied  for  patents  on 
Raniere's  behavior-modification  "technology."  She  and  "Van- 
guard" agreed  that  he  would  get  a  share  of  the  profits  at  some 
point.  The  company  is  now  also  known  as  Nxivm.  Classes  now 
are  offered  in  Albany,  Manhattan,  Seattle,  Boston  and  several 
cities  in  Mexico,  with  plans  to  expand.  In  August,  in  a  squat, 
brown  office  complex  near  the  Albany  airport,  50  entrepreneurs 
and  bankers  sat  en  overstuffed  couches,  earnestly  discussing 
words  like  "value"  and  "ethics."  Days  begin  at  8  a.m.  with  the 
"ESP  handclap,"  akin  to  using  a  gavel  to  open  a  court  hearing. 
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Executive  Coaching 


Win  Friends  and  Influence  People 

In  selling  himself  as  an  executive  coach,  Keith  Raniere  has  tapped  into  a  mother  lode  of  demand. 
Here  are  some  of  the  most  respected  players  in  this  multibillion-dollar  industry. 


DAVIO 
ALLEN 

Helps  execs 
manage  time, 
minimize  stress. 
Clients:  Merck, 
General  Mills. 
Fee:  $10,000  for 
two  in-person 
meetings  and 
two  follow-up  calls. 


MARSHALL 
GOLDSMITH 

Helps  leaders  achieve  a 
"positive  change  in  behavior, 
for  themselves,  their  people 
and  their  teams." 
Clients:  3M,  UBS, 
Philips. 

Fee:  More  than  $100,000 
for  an  18-month  assignment, 
or  $17,000  a  day. 


VIJAY 
GOVINDARAJAN 

Dartmouth  professor 
helps  executives 
"prepare  for 
tomorrow's 
business  realities." 
Clients:  Standard  &  Poor's, 
Pitney  Bowes. 
Fee:  $20,000  to  $35,000 
a  day. 


RICHARD  LEIOER 

"We  help  people  put  purpose 
to  work  in  their  personal  and 
professional  lives."  Book: 
Whistle  While  You  Work. 
Clients:  Helps  executives  at 
places  like  American 
Express  as  they  move  into 
new  positions. 
Fee:  $75,000  to  $100,000 
for  6  to  12  months. 


GARY  RANKER 

Helps  executives 
understand  "corporate 
culture"  and  navigate  office 
politics. 

Clients:  New  York  City 
accounting  and 
Wall  Street  firms. 
Fee:  $100,000+ for  a 
6-month  to  1-year  program. 
-M.F. 


i 


Students  then  go  through  sessions  on  "Money,"  "Face  of  the  Uni- 
verse," "Control,  Freedom  &  Surrender"  and  more.  They  learn 
baffling  and  solipsistic  jargon:  "Parasites"  are  people  who  suffer, 
creating  problems  where  none  exist  and  craving  attention.  "Sup- 
pressives" see  good  but  want  to  destroy  it.  Thus,  a  person  who 
criticizes  Executive  Success  is  showing  suppressive  behavior. 

In  "Money,"  students  are  taught  that  every  dollar  spent  repre- 
sents a  portion  of  effort,  and  that  "Vanguard  identified  the  concept 
of  giving  and  taking  with  integrity."  Coaches  urge  students  to  take 
each  session  several  times  at  a  cost  of  several  thousand  dollars — and 
to  think  of  each  dollar  spent  as  a  worthwhile  representation  of  that 
effort.  In  a  core  piece  of  the  program,  known  as  "exploration  of 
meaning,"  teachers  plumb  students'  beliefs  and  backgrounds,  look- 
ing for  emotional  buttons.  People  are  encouraged  to  reveal  a  neg- 
ative habit,  describe  how  it  benefits  survival  and  pledge  to  replace 
it  with  a  new  one. 

Confidentiality  is  sacrosanct.  Students  must  sign  a  nondis- 
closure agreement  and  vow  never  to  talk  about  what  they  learn. 
If  they  violate  it,  they  are  "compromising  inner  honesty  and  in- 
tegrity." In  August  Raniere  sued  a  woman  for,  the  suit  claimed,  di- 
vulging information.  When  a  FORBES  reporter  asked  to  audit  a 
session,  the  group's  lawyer  presented  a  three-page  confidential- 
ity agreement  forbidding  the  magazine  to  write  about  virtually 
anything  seen  or  heard  at  the  event.  The  reporter  declined  (and 
later  was  allowed  to  make  a  brief  visit  to  the  Albany  site). 

It  is  all  too  intense  for  some.  After  sleepless  nights  and  17- 
hour  da:  s  of  workshops,  a  28-year-old  woman  from  a  prominent 
Mexican  family  says  she  began  to  have  hallucinations  and  had  a 
mental  breakdown  at  her  hotel  near  Albany.  She  went  to  a  hospi- 
tal and  required  psychiatric  treatment.  Her  psychiatrist,  Carlos 
Rueda,  says  in  the  la  I  >hree  years  he  has  treated  two  others  who 
have  taken  the  cla&      rte  had  a  psychotic  episode. 

Stephanie  Fra  -   w  Jersey  social  worker,  spent  $2,160 

plus  expenses  iy  class  in  Albany  at  the  suggestion 

of  her  half-brothe  cutiveal  i  i'amily  apparel  company 

(Lollytogs  and  o  ids).  relatives  joined,  but 

Franco  became  cona  bout       •  group's  rituals  and  its 

emphasis  on  recruitnv  ,  'lired  Rick  A.  Ross,  a 

Jersey  City,  N. J.  special. m  .  vene,  to  no  avail. 

He  put  information  about  tl  >  his  Web  site — 

and  promptly  got  sued  by  R. in  er<     nd  Sakman,  who  accuse 


him  of  copyright  violations.  In  September  an  Albany  fedei* 
judge  denied  the  organization's  initial  request  that  Re 
remove  the  information. 

The  family  also  hired  John  Hochman,  a  forensic  psych; 
trist  who  teaches  at  UCLA,  who  pored  over  the  Executive  Sui 
cess  manual  and  describes  it  thusly:  "It  is  a  kingdom  of  sor 
ruled  by  a  Vanguard,  who  writes  his  own  dictionary  of  t 
English  language,  has  his  own  moral  code  and  the  ability 
generate  taxes  on  subjects  by  having  them  participate  in  \ 
seminars.  It  is  a  kingdom  with  no  physical  borders,  but  w. 
psychological  borders — influencing  how  his  subjects  spe* 
their  time,  socialize,  and  think."  In  the  lawsuit  Raniere  a 
Salzman  made  similar  claims  regarding  alleged  copyright  vr 
lations  against  Hochman,  as  well  as  against  Stephanie  Frani 

Raniere  and  Salzman  say  they  are  careful  to  avoid  acceptil 
troubled  students.  In  their  world,  those  who  question  Raniei. 
views  simply  don't  get  it.  He  speaks  slowly  and  methodica) 
with  digression  upon  digression,  using  words  he  has  defined 
himself  and  then  pausing  to  explain  each  term.  You  might  thi 
it  pure  genius.  Or  maybe  horse  manure. 

Still,  many  disciples  swear  by  Vanguard.  Several  students  h 
achieved  a  high  enough  rank  to  qualify  for  a  20%  commission 
their  new  recruits.  But  most  students  are  in  it  for  the  coachi 
Sara  Bronfman,  Edgar  Sr.'s  26-year-old  daughter,  says  she  star 
taking  classes  at  the  end  of  2002  after  her  marriage  fell  apart.  5 
was  living  in  Belgium  and  heard  about  the  class  from  a  fan 
friend.  She  marveled  at  how  much  Raniere  was  able  to  teach  1 
Sara  has  since  been  promoted  to  the  rank  of  coach;  she  n 
works  full  time  for  Executive  Success. 

Sara  and  other  devotees  are  talking  about  erecting  center; 
Australia  and  elsewhere.  Raniere  has  lined  up  private  investor 
pay  for  a  $15  million,  75,000-square-foot  building  near  Alba 
As  originally  designed,  the  building  was  to  emerge  from  a  st< 
foundation  under  a  six-sided,  glass  roof.  It  is  meant  to  be  a  trib 
to  civilization — another  step  in  the  mission  to  spread  Vanguaj 
gospel  around  the  world.  "I  don't  know  how  much  you  kn 
about  my  family,"  Sara  Bronfman  says,  admiring  the  silky  cl 
around  her  chest,  "but,  coming  from  a  family  where  I've  ne 
had  to  earn  anything  before  in  my  life,  [it]  was  a  very,  very  m 
ing  experience  for  me  to  be  awarded  this  yellow  sash.  It  was  the  I 
thing  that  I  had  earned  on  just  my  merits." 
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he  worlds  leading 
iternational  airlines  are 
i/ooing  corporate  travelers 
i/ith  plush,  lie-flat  beds  and 
rivate  "suites"  in  their  first-  and 
usiness-class  cabins. 
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Bedding  Down  in  the  Air 

Anxious  to  win  the  business  of  the  world's  elite  frequent  flyers, 
major  international  airlines  are  scrambling  to  install  plush, 
luxurious  lie-flat  beds  in  their  first-  and  business-class  cabins. 


Wondering  which  airline  to  fly  on  your 
nex*.  international  business  trip?  Some  of 
the  world's  best  carriers  have  a  sugges- 
tion; Sieepon  it. 

While  conditions  in  coach  continue  to 
deteriorate,  major  international  carriers 
are  pouring  tens  of  millions  of  dollars  into 
their  busines;  st-class  cabins 

in  a  concerted      ,'»mpt  to  woo  high- 


profile,  high-profit,  high-flying  corporate 
travelers.  The  weapon  of  mass  persua- 
sion: beds.  Big,  luxurious,  lie-flat  sleeper 
seats  that  allow  peripatetic  executives  to 
carch  a  few  hours  of  much  deserved  rest 
as  they  fly  around  the  globe  from  meet- 
ing to  meeting. 

"  Beds  are  the  cost  of  entry  for  an  airline 
that  is  serious  about  attracting  the  busi- 


ness of  the  business-travel  elite," 
Patricia  Asica,  corporate  travel  manag 
one  of  the  country's  leading  investr( 
houses.  "If  I'm  paying  six  or  eight  o 
thousand  dollars  to  fly  one  of  my  pe 
across  an  ocean,  and  they  are  spendir 
or  12  hours  on  that  plane,  there  has  1 
a  bed.  There  has  to  be  the  kind  of  in-' 
comfort  that  allows  them  to  get  a  < 
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notebook  computer  lets  you  work  nearly  anywhere.  But  what  happens  if  your 
Itive  information  gets  into  the  wrong  hands?  3M™  Notebook  Privacy  Filters  limit 
jield  of  view  so  that  only  persons  sitting  directly  in  front  of  the  monitor  can  see 
|Teen  data.  Prying  eyes  on  either  side  just  see  a  dark  black  screen.  Available  in 
B  and  sizes  to  fit  most  CRT  and  notebook  or  desktop  LCD  monitors. 
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For  more  information: 
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800-553-9215 
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www.3M.com/computerfilters 

vikuiti@3M.com 

W3        3M.  Vikuiti  and  the  Vikuiti 

"Eye"  symbol  are  trademarks  ot  3M. 
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night's  sleep  and  step  off  the  plane 
refreshed  and  ready  to  work." 

The  concept  of  in-flight  beds  has 
been  around  since  the  beginning  of 
long-haul  flying.  In  fact,  it  predates  the 
introduction  of  the  commercial  jet.  In 
the  early  days  of  transoceanic  travel. 


standard  was  set.  From  that  moment  on, 
airlines  that  hoped  to  play  in  the  big 
leagues  and  compete  for  the  business  of 
top-level  corporate  flyers  had  to  be  able  to 
offer  beds  in  their  premium  classes. 

The  resulting  frenzy  of  competitive 
responses  in  recent  years  has  unleashed 


"BEDS  ARETHE  COST  OF  ENTRY  FOR  AN  AIRLINETHAT  IS 
SERIOUS  ABOUT  ATTRACTING  THE  BUSINESS  OF  THE 
BUSINESS-TRAVEL  ELITE,"  SAYSTHE  CORPORATE  TRAVEL 
MANAGER  OF  ONE  OF  THE  COUNTRY'S  LEADING 
~.   INVESTMENT  HOUSES.  '    


airlines  offered  bedchambers  that 
resembled  railroad  sleepers.  They  were 
the  state  of  the  art  in  flying  comfort 
when  the  state  of  the  art  in  air  travel 
was  prop-driven  planes. 

But  the  modern  history  of  the  in-flight 
bed  starts  about  a  decade  ago,  when 
British  Airways  (BA)  stunned  the  travel 
world  with  a  revolutionary  first-class  cabin 
that  jettisoned  the  traditional  reclinerlike 
airline  seat  in  favor  of  private  suites  with 
chairs  that  converted  into  lie-flat  beds. 
Travelers  received  "sleep  suits"  (pajamas), 
lows  and  warm  blankets.  Passen- 
ger were  even  offered  the  opportunity  to 
Oine  in  BA's  private  airport  clubs  before 
der  art  tl  ey  c  :  ■  -:  sleep  undisturbed 

during 

Before  B  ould  catch  up 

to  the  airline'  ative,  British 

Airways  unveiled  p  »r  see  s  in 

its  business-clasi  <  099  busi- 

ness-class service  \  as  lavish 

as  its  first-class  produ*  n  it  the 


a  delicious  contest  between  carriers  to 
offer  bigger  beds,  wider  beds  and  more 
elaborate  and  more  private  sleeping 
suites  in  their  business-  and  first-class 
cabins.  Hardly  a  week  goes  by  without  an 
international  carrier  introducing  a  new 
wrinkle  or  a  new  perk  to  induce  business 
travelers  to  sleep  with  them  the  next 
time  they  fly. 

Perhaps  the  most  exciting  announce- 
ment in  recent  months  has  come  from 
Malaysia  Airlines,  the  Kuala  Lumpur-based 
carrier  that  already  excels  with  its  gracious 
and  solicitous  in-flight  service.  In  August, 
Malaysia  upped  the  ante  with  the 
announcement  of  sweeping  upgrades  to 
the  first-  and  business-class  cabins  of  its 
fieet  of  long-haul  Boeing  747-400  aircraft. 
The  project,  estimated  to  cost  700  million 
Malaysian  ringgit  (about  US$185  million), 
begins  next  year  and  will  dramatically 
remake  the  look  and  feel  of  travel. 

Malaysia's  new  specification  for  first 
class  on  the  B747-400s  will  showcase  a 


completely  new  interior.  The  layout  de 
is  a  combination  of  a  business  jet  int« 
decor  combined  with  a  personal  seat 
"bed  pod." There  will  be  only  12  seatr. 
in  the  first-class  section. The  seat  itseh 
be  a  fully  horizontal  flat  bed  in  sleep  I 
tion  and  an  extremely  comfortable  f 
chair  with  a  matching  ottoman.  The  i 
will  adjust  to  the  passenger's  height  v 
in  the  seated  position.  There  will  be  a 
stowage  console  for  every  seat.  Ele 
cally  operated  windows  next  to  each' 
senger  will  permit  the  ultimate  in  prif 
between  the  first-class  sleep  pods 

A  special  lighting  system,  adjustab' 
passenger  mood,  will  add  to  the  at 
sphere  of  the  cabin.  Two  exquis 
styled  and  spacious  lavatories  will 
another  touch  of  luxury.  Malaysia  Air 
also  is  creating  new  service-deli 
standards  to  cater  to  first-class  pas 
gers.  Travelers  will  be  able  to  chooj 
dine  for  two  or  alone  and  to  specify 
choice  of  mealtimes. 

In  business  class,  Malaysia  Airl 
new  seats  will  be  so-called  mini  pod? 
will  convert  into  flat  beds.  The  sea 
offer  21  %  more  legroom  than  the  cu 
design  and  will  convert  from  a  corr 
able  armchair  into  a  lie-flat  bed.  Each 
also  features  a  fixed  privacy  "shell."  I 
reclining  position,  the  seat  will  fold  c 
into  a  bed  and  occupy  the  entire  SI 
thus  creating  private  personal  space, 
business-class  seat  will  be  equipped ' 
a  110V  AC  outlet  to  power  notebook 
puters  during  the  flight. 

Passengers  in  all  classes  on  Mai  I 
Airlines  will  be  able  to  use  an  entirely  * 
in-flight  entertainment  system.  I'l 
enable  passengers  to  completely  c(  I 
any    in-flight   entertainment   proc  [ 


iding  pausing,  rewinding  and  fast- 
■arding  the  show.  Besides  delivering 
-type  picture  resolution,  the  system 
accommodate  interactive  services 
as  Internet  access  and,  eventually, 
Y 

hile  Malaysia,  which  flies  from  Los 
jles  and  Newark,  concentrates  on  its 
premium  classes,  London-based 
n  Atlantic  has  been  developing  a  new 
for  Upper  Class,  its  single  premier 
ice.  With  its  new  in-flight  beds,  Virgin 
ves  Upper  Class  is  a  first-class  ser- 
at  a  business-class  price. 
e  earner's  new  Upper  Class  Suite  is 
her  unique  approach  to  cabin  design 
oassenger  comfort.  The  suites  began 
jpear  this  summer  on  flights  from  the 
to  London  It  offers  travelers  a  sepa- 
seat,  a  separate  mattress  and  an 
nan.  Beds  are  79  inches  long  and  22 
es  wide.  The  ottoman  doubles  as  a 
»nd  seat  for  a  companion  so  passen- 
can  eat  together  or  take  an  onboard 
ting 

e  Upper  Class  suites  are  installed  at 
ngle  to  the  cabin  wall  and  configured 
1-2-1  arrangement.  That  means  all 
;engers  have  access  to  the  aisle  and 
car>  have  both  an  aisle  and  a  window 
at  the  same  time. 

raditional  designs  of  business-class 
s  where  the  seat  extends  into  a  bed 
lately  result  in  a  compromise  in  com- 
for  both  products,"  says  Joe  Ferry, 
I  of  design  for  Virgin  Atlantic.  "Our  rad- 
lew  design  provides  passengers  with 
omized  furniture  for  sitting  on  and 
oing  on  so  passengers  do  not  have  to 
promise  the  comfort  of  either." 
least  a  half-dozen  carriers  also  are 
lling  new  first-  and  business-class 


cabins  with  lie-flat  beds.  Qantas,  the  Aus- 
tralian carrier,  rolls  out  its  "Skybed"  on 
selected  business-class  flights  this  fall. 
Japan  Airlines  and  All  Nippon  Airways 
have  recently  upgraded  their  beds  in  both 
business  and  first  class.  Northwest  Air- 
lines is  taking  delivery  of  its  first  Airbus  A- 
330s,  and  those  planes  are  outfitted  with 
the  carrier's  new  business-class  cabin  fea- 
turing beds  that  recline  176  degrees. 

Another  revolutionary  approach  to 
upscale  business  travel  is  offered  by 
Lufthansa,  the  distinguished  German  car- 
rier, on  its  routes  from  Dusseldorf  to 
Newark,  Dusseldorf  to  Chicago  and  from 
Munich  to  Newark.  Those  three  routes  are 
served  by  jets  that  offer  only  business- 
class  service.  The  flights  are  operated  for 
Lufthansa  by  Privatair,  a  Swiss  executive- 


jet  service.  The  planes,  specially  outfitted 
Airbus  A-319s  and  Boeing  Business  Jets, 
are  fitted  with  just  48  plush  seats. 

The  seats,  which  are  equipped  with 
power  outlets  for  laptop  computers, 
recline  into  beds.  Passengers  also  have 
access  to  personal  video  players  during 
the  flight  and  receive  complimentary  lim- 
ousine service  to  and  from  the  airport  in 
Newark  or  Chicago.  Each  48-seat  jet  car- 
ries a  cabin-crew  staff  of  four  flight 
attendants. 

"It's  a  maximum  of  12  passengers  per 
flight  attendant,"  says  Thomas  Winkel- 
mann,  Lufthansa's  vice  president  for  the 
Americas.  "It's  like  flying  in  the  1950s. 
Our  parents,  or  maybe  our  grandparents, 
thought  this  was  the  most  luxurious  way 
to  travel."  ■ 


ONE  WORLD,  ONE  PHONE 

One  world,  one  handset.  It's  the  holy  grail  for  business  travelers  who  have  been 
demanding  a  service  that  permits  them  to  use  a  single  mobile  phone  or  data  device 
regardless  of  where  they  travel. 

The  convenience  of  a  single  handset  is  now  offered  by  AT&T  Wireless,  where  the 
same  Next  Generation  or  Next  Generation  multiband  phone  that  you  use  at  home 
for  domestic  calls  can  go  with  you  as  you  travel  abroad. 

International  voice  and  GPRS  data  roaming  are  available  on  international 
GSM/GPRS  networks  where  AT&T  has  established  roaming  agreements.  In  addi- 
tion, the  dual  technology  in  multiband  phones  also  supports  voice  roaming  on  inter- 
national TDMA  networks  of  AT&T  Wireless  partners.  That  all  but  ensures  that 
you  can  use  an  appropriate  AT&T  Wireless  Next  Generation  multiband  phone 
almost  anywhere  you  travel. 

AT&T  Wireless  has  simplified  the  entire  process  with  a  program  it  calls  World- 
Connect  Service.  WorldConnect  gives  customers  both  voice  and  GPRS  data  roam 
at  no  monthly  charge.  International  roaming  calls  have  no  per-call  setup  fees,  just 
one  flat  per-minute  rate  for  each  country.  International  GPRS  data  roaming  service 
is  also  available  via  several  convenient  service  plans. 

For  more  information  on  the  AT&T  Wireless  WorldConnect  service,  consult 
http://www.attws.com/int$rmtional. 


Frequent  Travelers  Prefer 
Frequent-Stay  Programs 

Airline  frequent-flyer  programs  get  more  publicity,  but  savvy 
business  travelers  are  learning  that  hotel  frequent-stay 
plans  are  richer  and  more  flexible. 


For  more  than  two  decades,  from  the 
moment  American  Airlines  introduced 
the  American  AAdvantage  program, 
business  travelers  have  been  enthralled 
by  frequent-flyer  programs.  They  have 
become  so  dominant  in  recent  years 
that  pundits  routinely  call  frequent-flyer 
miles  "the  nation's  second  currency." 

But  the  truth  of  the  matter  is  that 
hotel  frequent-stay  programs  are  now 
more  lucrative,  more  liberal  and  more 
flexible.  They  reward  frequent  travelers 
more  fairly,  are  easier  to  understand  and 
offer  a  variety  of  unique  frills  and  perks. 

"My  frequent-flyer  plans  are  always 


telling  me  what  I  can't  do,"  complains 
Richard  Birmingham,  a  management 
consultant  who  spends  about  120  days 
a  year  on  the  road.  "There  are  always 
reasons  why  you  can't  earn  miles  or 
claim  the  rewards.  But  I  belong  to  three 
or  four  of  the  frequent-stay  programs, 
and  they  are  just  terrific.  You  always  get 
an  upgrade;  there's  always  a  bonus. 
And  when  it  comes  time  to  claim  free 
hotel  nights  and  cash  your  rewards, 
there  is  almost  never  a  problem." 

Another  advantage  of  the  major  fre- 
quent-stay programs  is  that  they  offer 
travelers  a  wider  range  of  options.  Want 


to  earn  points  and  miles  for  every  sta 
Hilton  HHonors  offers  just  such  a  p 
gram.  Marriott  Rewards,  the  oldest  a 
largest   of   the    major   programs, 
extremely  generous  with  upgrades  a 
fast  rewards.  Radisson's  Gold  Rewarc 
is  tied  to  the  Gold  Points  progranl 
which  offers  travelers  the  opportuni: 
to  earn  points  not  just  for  hotel  stayj 
but  also  for  dining  at  T.G.I.  Friday 
restaurants    and    shopping    at    Foe 
Emporium   supermarkets.   Starwoo 
Preferred  Guest  has  made  a  name  f( 
itself  by  offering  totally  unrestricte 
awards,  meaning  travelers  can  claim 
free  night  whenever  the  hotel  has  a 
unoccupied  room. 

Hotel  programs  also  offer  somethin 
airline  frequent-flyer  programs  do  no 
variety.  Hilton  HHonors  and  Marrio^ 
Rewards  each  offer  earning  opportun 
ties  and  rewards  at  more  than  2,00 
hotels.  The  properties  run  the  gamu 
from  deluxe  resorts  in  exotic  sun  am 
ski  destinations  to  economy  hotels  ii 
suburban  office  parks.  Radisson  Goli 
Rewards  Dartners  include  the  luxur 
Radisson  Seven  Seas  Cruises  am 
Thrifty  Car  Rental. 

The  elite  levels  of  the  hotel  frequent 
stay  programs  are  also  lavish.  Roon 


VOL    KNOW  HOW  TO   SET 


ALARM   CLOCKS  FROM  AT  LEAST  ELEVEN 


DIFFERENT   M  V  \  U  FACTURERS. 


You're  a  seasoned  traveler,  able  to  effortlessly  configure  your  modem 
tor  both  8-  ami  O-dialout  hotel  phones.  You  are,  in  other  words, 
a  prime  candidate  lor  Hilton  H Honors.*  As  an  H Honors  member, 
you'll  find  a  Hilton  Family  hotel  waiting  for  you  wherever  you  go. 
HHonors  welcomes  von  with  rewards,  privileges  and  the  unmatched 
opportunit\  to  Double  Dip"— to  earn  both  hotel  points  and  airline 
miles  tor  everj  stay  at  our  2,400-plua  hotels  worldwide.  To  make 
a  reservation,  \isit  hiltonhhonors.com  (but  oi  course,  you  already 
knew  that),  or  (all  1-800- HHONORS. 
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ARE  YOU  IN  THE  KNOW? 


Hilton  HHonors  membership,  earning  of  Points  &  Miles*  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  ©2003  Hilton  HHonors  Worldwide. 
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upgrades,  welcome  amenities  and 
extraordinary  personal  service  await  any 
traveler  who  qualifies  as  an  elite  member 
of  a  hotel  program.  And  the  elite  benefits 
are  much  more  predictable,  too. 

"Whenever  I  get  to  my  hotel,  I  know 
I'm  going  to  be  upgraded  to  the  best 
room  or  suite  available,"  says  Elizabeth 
Andrews,  whose  1 50  days  of  travel  each 
year  means  she  qualifies  for  the  elite 
level  of  four  hotel  frequency  programs. 
"I  don't  have  that  assurance  with  my 
frequent-flyer  programs.  It's  always  a  fight 
with  the  airlines.  On  the  other  hand,  the 
hotels  can't  do  enough  for  you  when  you 
are  an  elite  customer." 

There's  another  benefit  of  frequent- 
stay  programs.  Each  fall  and  spring, 
they  mount  lavish  promotions  to  stimu- 
late traffic  and  increase  loyalty.  The 
deals  routinely  offer  bonus  points  and 
other  useful  perks. 

Here's  a  brief  look  at  what  the  major 
hotel  loyalty  programs  are  offering  this  fall. 

HILTON  HHONORS 

Hilton  HHonors  offers  the  unique  Points 
&  Miles  plan  that  allows  travelers  to 
"double  dip"  for  each  stay.  Whenever 
travelers  check  into  a  Hilton  family  hotel 
at  a  qualifying  rate,  they  receive  both 
Hilton  HHonors  points  and  airline  miles 
on  one  of  55  partner  carriers. 

The  fall  promotion  from  Hiiton 
HHonors  allows  members  to  choose  to 
earn  a  50%  bonus  on  HHonors  points 
instead  of  miles  until  December  31. 
That  means  HHonors  members  will 
earn  their  regular  HHonors  points  for 
qualifying  s  jys  plus  a  50%  bonus  So 
during  the  pi  jmotion,  HHonors  gu<  jts 
can  choose  to  receive   10  HHonors 


points  per  eligible  dollar  and  500  miles 
or  15  HHonors  points  per  dollar. 

The  promotion  is  valid  at  Hilton,  Hilton 
Garden  Inn,  Conrad,  Embassy  Suites, 
Homewood  Suites,  Doubletree,  Scandic 
and  Hampton  Inn  hotels.  HHonors  mem- 
bers must  register  for  the  program  at 
www.hiltonhhonors.com/50percentbonus. 

MARRIOTT  REWARDS 

The  fall  promotion  from  Marriott 
Rewards  awards  double  points  to  Mar- 
riott Rewards  members  who  pay  for 
their  hotel  stays  with  a  Visa  card 
through  January  31.  The  offer  starts 
with  the  second  paid  stay  with  a  Visa 
card,  and  members  can  continue  to 
earn  double  points  on  subsequent  stays 
until  the  end  of  the  promotion. 

Marriott  Rewards  members  can  earn 
double  points  for  qualifying  stays  at 
Marriott,  JW  Marriott,  Renaissance, 
Courtyard,  Residence  Inn,  SpringHill 
Suites,  TownePlace  Suites  and  Fairfield 
Inn  hotels.  Registration  for  the  offer  can 
be  completed  at  www.marriottre- 
wards.com  or  call  888-MARRIOTT. 

RADISSON  GOLD  REWARDS 

The  fall  promotion  from  Radisson  Gold 
Rewards  gives  members  the  opportu- 
nity to  earn  rewards  faster,  including  a 
free  night's  stay.  Until  January  15, 
guests  will  be  rewarded  an  extra  1,000 
bonus  Gold  Points  per  night  beginning 
with  their  second  stay  and  growing  up 
to  4,000  points  on  their  fifth  stay.  The 
bonus  is  valid  for  stays  up  to  10  con- 
secutive nights. 

The  offer  is  available  for  stays  at  all 
worldwide  Radisson  hotels  and  resorts 
participating  in  Gold  Points.  Members 


can  earn  a  free  night  at  Radiss 
starting  at  20,000  Gold  Points.  The1 
are  no  blackout  dates  for  using  frl 
stay  awards,  and  most  room  rat 
qualify.  For  more  detailed  informati 
and  to  register  to  participate,  vi 
www.stayrewarded.radisson.com. 

STARWOOD  PREFERRED  GUEST 

The  fall  promotion  from  the  Starwo 
Preferred  Guest  is  offered  in  conjui 
tion  with  the  American  Express  ce 
offered  through  the  program.  St. 
wood/American  Express  cardholdc 
who  charge  their  Starwood  hotel  st< 
to  the  card  earn  500  Starpoints 
every  $100  in  qualifying  spendir 
Guests  who  spend  $1 ,000  or  more  c 
earn  5,000  bonus  Starpoints. 

The  promotion  is  valid  through  Nove 
ber  15  at  participating  Starwood  prop 
ties,  including  Sheraton,  Westin,  F< 
Points,  W,  St.  Regis  and  Luxury  Collect 
hotels.  For  more  information,  v 
www.spg.com  or  call  888-625-4988. 

PRIORITY  CLUB  REWARDS 

The  "Twice  is  Nice"  fall  promoti 
from  Priority  Club  Rewards  offi 
double  points  to  Priority  Club  memb 
starting  from  the  second  qualifying  s 
at  any  participating  InterContiner 
group  hotel.  The  promotion  is  valid  u 
December  12;  travelers  who  stay  or 
at  any  Intercontinental  brand  prope 
and  then  stay  again  begin  earning  i 
double  points. 

For  more  information,  visit  www. 
orityclub.com.  Hotels  that  participat* 
Priority  Club  include  InterContinen 
Crowne  Plaza,  Holiday  Inn,  Holiday 
Express  and  Staybridge  Suites. 


ie  most  coverage  worldwide 

lecause  sometimes  the  world  doesn't  move  as  fast  as  you  do) 


No  other  U.S.  wireless  company  covers  the  world  like  we  do.  Now  all  you  need  is  one  phone, 
one  number,  while  traveling  abroad  or  dialing  internationally  from  home.  AT&T  Wireless  offers 
a  wide  range  of  international  phones.  From  the  Siemens  S46,  featuring  the  broadest  international 
coverage,  to  the  Panasonic  GU87  with  a  built-in  camera. Travel  has  never  been  simpler. 

Call  1  888  MY  mLIFE  or  visit  attwireless.com 


AT&T  Wireless 


1)3  AT&T  Wireless.  All  Rights  Reserved.  Requires  new  activation  on  a  qualified  plan,  credit  approval,  a  $36  Activation  Fee,  one  or  two-year  agreement,  compatible  device 
I  $175  cancellation  fee.  Service  and  features  not  available  on  all  devices,  rate  plans  or  available  for  purchase  or  use  in  all  areas.  Service  and  rates  only  available  in  select 
liational  locations.  Calling  to  certain  countries  is  blocked.  Not  all  devices  contain  all  international  networks'  frequencies.  Most  worldwide  coverage  when  using  the 
■ins  S46.  Usage  is  rounded  up  to  the  next  full  minute.  Unused  monthly  minute  allowances  lost.  Roaming,  additional  minute  and  long  distance  charges,  and  other  restrictions, 
Bes.  universal  connectivity  charge,  surcharges,  assessments  to  defray  costs  for  government  programs,  and  taxes  apply.  Availability  and  reliability  of  service  are  subject  to 
■mission  limitations. You  will  be  bound  by  the  General  Terms  and  Conditions  and  rate  plan  and  promotional  materials.  Available  countries  and  rates  are  subject  to  change. 
Ko  attwireless.com/international  for  current  coverage  and  rate  information. 
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Hotel  Heaven 


Room  rates  are  down,  and  the  nation's  major  hotel 
groups  have  continued  to  open  new  hotels  at  a  dizzying 
pace.  So  what's  not  to  like? 

phones;  a  wet  bar,  refrigerator  and  microwave 
oven;  and  an  iron  and  ironing  board. 


Business  travelers  are  an  understandably 
cranky  lot,  but  one  thing  they  can't  com- 
plain about  is  the  state  of  the  nation's  hotel 
scene.  Glamorous  new  hotels  are  opening 
at  a  record  pace.  Existing  hotels  are  reno- 
vating and  upgrading  at  blinding  speed. 
And  all  sorts  of  historic  buildings  are  being 
recycled  and  recreated  as  inventive  new 
lodging  options. 

"This  is  as  close  to  hotel  heaven  as  the 
average  road  warrior  is  going  to  get," 
insistsl  Edward  Riordan,  a  Los  Angeles- 
based  hospitality  consultant.  "Nightly 
room  rates  have  declined  compared  to 
recent  years,  there  is  all  manner  of  new 
inventory  out  there,  and  the  big  chains  are 
pulling  out  all  the  stops  trying  to  lure  trav- 
elers into  their  hotels." 

What's  new  out  there  on  the  road? 
Here's  a  city-by-city  look  at  your  newest 
lodging  options. 

BOSTON 

life  came  to  Boston's  Logan  Air- 
pc<:  Jen  Embassy  Suites 

op-  erty  in  February. 

Tht  fferent     an 

most  a:  16 

meeting  rooms,  a  I  ■       ?nte    an 

indoor  pool,  a  wl  oaltl       ;b 

with  state-ot-the-.'j  ire  jjp- 

ment.  Guest  roon 
ted  with  two  televisu 
high-speed  Internet  acces  aHine 


DALLAS 

The  sprawling  Dallas  market  got  a  new 
Marriott  this  summer  when  the  404-room 
hotel  at  the  Legacy  Town  Center  in  Piano 
became  the  Marriott  Dallas/Piano.  The  hotel 
at  the  2,665-acre  master-planned  Legacy 
business  community  anchors  the  newly 
developed  Legacy  Town  Center  and  is  adja- 
cent to  the  Shops  at  Legacy,  featuring  side- 
walk cafes,  shops  and  parks.  The  six-story 
hotel  features  prairie-style  architecture  and 
luxuriously  appointed  guest  rooms,  32,000 
square  feet  of  meeting  space  and  a  96- 
seat  amphitheater  with  high-speed  Inter- 
net access  and  power  outlets  at  each  seat. 
Meanwhile,  the  Radisson  Hotel  Central 
Dallas  has  completed  a  $10  million  reno- 
vation that  has  upgraded  the  hotel's  exterior, 
public  areas,  guest  rooms  and  meeting 
space.  The  beautifully  designed  ballroom 
provides  6,200  square  feet  of  space  with 
elegant  art  and  eight  crystal  chandeliers.  A 
business  center  and  a  cardiovascular  fit- 
ness center  have  also  opened. 

HOUSTON 

The  long-dormant  Houston  hotel  market  is 

ming  with  more  than  a  dozen  hotels 

ling  this  year  and  next.  One  of  the 

intri  uing  developments  is  the  $70 

ion  renovation  of  the  historic  Humble 


Oil  building. The  landmark  complex  reope 
this  summer,  tastefully  divided  into  a  ' 
room  Courtyard  by  Marriott  and  171-s 
Residence  Inn  by  Marriott.  The  beautit 
restored  neo-classical  building  also  hou 
a  new  82-unit  luxury  apartment  high-r< 
There  are  six  meeting  rooms  between 
two  hotels,  including  the  Humble  Si 
originally  the  Humble  Executive  Be 
Room,  with  its  25-foot  domed  ceiling 
a  grand  marble  fireplace. 

In  December,  the  1,200-room  Hi 
Americas  opens  across  from  the  ne 
expanded  George  Brown  Convention  Ce 
Connected  by  two  skywalks  to  the  tac- 
tile 24-story  Hilton  will  offer  three  res 
rants,  a  fitness  center  and  spa,  and  rr 
than  90,000  square  feet  of  meeting  sp 


■ 


The  528-room  Radisson  Hotel  Miarr 
Biscayne  Boulevard  premiered  in  Aui 
and  features  43,000  square  feet  of  mec 
space.  Guest  rooms  feature  all  of  the  an 
ties  expected  at  a  full-service  busir 
hotel,  including  two-line  cordless  phc 
with  data  port  and  voice  mail,  cabl' 
with  free  HBO,  hairdryers,  iron  and  ire 
board,  alarm  clock  radio  and  coffeemi 
The  203-room  Conrad  Miami  is  sc 
uled  to  open  in  January.  Part  of  the 
Espirito  Santo  Plaza  on  Brickell  Avenue 
36-floor  building  features  innovative  £ 
tectural  design  with  a  distinctive  stee 


: 
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exterior.  Besides  the  hotel,  the  $180 
on  complex  will  house  116  serviced 
ry  apartments,  a  health  and  fitness 
er,  and  outdoor  facilities  such  as  tennis 
ts  and  a  swimming  pool. 

NEAPOLIS 

andmark  Radisson  Plaza  Hotel  Min- 
xes has  recently  completed  a  year- 
$11.5  million  refurbishment.  The  ren- 
lon  updated  the  lobby  and  other  key 
ic  areas,  adding  4,000  feet  of  new 
ting  space.  A  new  restaurant,  the  Fire- 
Grill  House,  has  opened.  All  of  the 
juest  rooms  were  also  updated:  Each 
features  a  new  executive-style  work 
with  power  outlets  for  computer 
up,  high-speed  Internet  access,  a 
xnized  roll-out  tray  for  in-room  dining 
comfortable  ergonomic  chair.  Also 
three  suites  that  are  more  than  1,100 
re  feet  each.  Each  suite  features  a 
ious  living  room  and  parlor  area  with 
ing/conference  table  that  seats  eight 
e;  a  wet  bar,  mini-refrigerator  and 
>wave  oven  enclosed  in  custom  cab- 
/;  and  1.5  bathrooms. 
ier  this  year,  the  255-room  Le  Meri- 
opened  atop  the  downtown  Block  E 
rtainment  and  dining  complex.  Guest 
s  offer  42-inch,  flat-screen  televisions, 
media  entertainment  systems  and 
speed  Internet  access. 

I  ORLEANS 

217-room  Renaissance  Arts  Hotel 
ed  in  August  in  the  heart  of  the 
'ging  New  Orleans  historic  Ware- 
e/Arts  District.  The  hotel's  dramatic 
or  includes  a  four-story,  glass- 
<sed  atrium  lobby  and  two  sculpture 
;ns  showcasing  pieces  by  local  and 


regional  artists.  The  hotel  is  carved  out  of 
the  five-story  Union  Warehouse,  which 
was  built  in  1910  and  is  listed  on  the 
National  Register  of  Historic  Places. 

Guest  rooms  capture  the  look  of  a  ware- 
house loft-style  bedroom  and  feature  a  27- 
inch  television  with  cable  and  in-room 
movies,  two-line  telephone  with  data  port, 
voice  mail,  minibar,  iron  and  ironing  board, 
complimentary  in-room  coffee,  hairdryer 
and  bathrobe.  Hotel  guest  rooms  also  are 
equipped  with  high-speed  Internet  access. 


package,  which  makes  it  the  tallest  Hamp- 
ton Inn  in  the  nation. 

ORLANDO 

Despite  the  ups  and  downs  of  the  nation- 
al economy,  Orlando  keeps  growing, 
adding  more  attractions  and  interesting 
new  hotels.  The  latest  new  facility  pre- 
miered in  July:  the  $600  million,  500-acre 
Grande  Lakes  Orlando  development, 
complete  with  a  new  Ritz-Carlton  and  a 
JW  Marriott. 


THE  $600  MILLION,  500-ACRE  GRANDE  LAKES 
ORLANDO  DEVELOPMENT  OPENEDTHIS  SUMMER, 
COMPLETE  WITH  A  NEW  RITZ-CARLTON  AND 
A  LAVISH,  1,000-ROOM  JW  MARRIOTT 


NEW  YORK 

The  Millenium  Hilton  celebrated  a  particu- 
larly grand  reopening  in  May  after  being 
closed  for  more  than  a  year  due  to  the  ter- 
rorist attacks  on  September  11,  2001. 
Located  in  the  heart  of  New  York  City's 
financial  district,  the  565-room  luxury  hotel 
was  completely  refurbished  from  the  top 
floor  to  the  lower  lobby.  Each  guest  room 
in  the  55-story  tower  has  been  outfitted 
with  a  42-inch,  flat-screen  television,  a 
plush  bed,  high-speed  Internet  access,  a 
rolling  work  desk  and  portable  phones.  The 
hotel  fitness  center  also  boasts  a  New  York 
rarity:  an  indoor,  heated  pool. 

There's  another  New  York  rarity  in  the 
Chelsea  neighborhood:  a  nationally  brand- 
ed mid-price  hotel.  The  144-room  Hamp- 
ton Inn  opened  in  August  and  features  the 
chain's  value-oriented  product  in  a  20-story 


The  584-room  Ritz-Carlton  is  designed  to 
feel  like  an  Italian  palazzo,  offering  guests  a 
residential  ambiance.  The  1,000-room  JW 
Marriott  boasts  a  grand  lobby  atrium  with 
fountain  and  obelisk.  Complementing  these 
two  structures  is  an  18-hole  Greg  Norman- 
designed  championship  golf  course  and  a 
40,000-square-foot  spa,  both  managed  by 
The  Ritz-Carlton.  Grande  Lakes  Orlando  also 
offers  12  different  lounge  and  dining  choices. 
Meeting  space  is  extensive  with  33,000 
square  feet  at  The  Ritz-Carlton,  including 
two  ballrooms  and  14  meeting  rooms, 
while  the  JW  Marriott  features  more  than 
72,000  square  feet  of  meeting  space, 
including  two  ballrooms,  23  conference 
rooms  and  two  elegantly  appointed  board- 
rooms. Also  worth  noting:  a  24,000-square- 
foot,  winding  "lazy  river"  pool  at  the  JW 
Marriott.  It  holds  672,000  gallons  of  water.  ■ 


Also  awarded  Wor1  i     Best  Cabin  Staff  (3  conso  I  matui     Dish  and  voted  one  of  the  World's  Top  5  Airport  Lounges  (2  consecutive  years).  *Skytrax  Global 


For  reservations  and  flight  schedules,  please  cal      I  ines  at       10)5529264      ■urtravelagentorlogontowww.malaysiaairlines.com 


How  often  must  he  tell  his  son, 
"Daddy  will  be  back  in  a  week"? 

How  can  we  make  his  journey  more  comfortable? 

Can  we  offer  him  the  latest  movies? 

How  about  giving  him  over  600  songs 
to  choose  from? 

Can  we  also  make  his  seat  feel  like  his  armchair? 

And  of  course,  can  his  seat  have  a  phone, 
so  his  son's  just  next  to  him? 


Little  details  matter  to  us.  Because  they  matter  to  you. 


Voted  one  of  the  World's  Top  5  Airlines 


& 


\ 


/ 


WjUftUMES 

Going  beyond  expect 


Advertisement  14 


Anywhere,  Anytime,  Anyplace  Access 

Business  travelers  need  Internet  and  e-mail  access  around  the 
clock  around  the  world.  And  while  365/24/7  global  access  isn't 
quite  here  yet,  another  link  in  the  global  communications  chain 
is  forged  every  day. 


The  holy  trinity  of  business  travel  —  air- 
lines, hotels  and  car  rentals  —  is  difficult 
enough  *Oi  the  average  road  warrior  to 
manage.  Now  there  is  another  over- 
whelming issue:  e-n  internet  access. 

The   pace    ol  ess   travel 

become  so  frantic  tr 
for  even  a  second 
Business  traveler < 
access  365/24/7  no  i 

are  in  the  world.  What  il 
tant  e-mail  and  they  can'i  . 
if  something  breaks  on  th 
news,  a  stock  quote,  a  post 
porate  site,  whatever  —  and 


travelers  can't  get  on? 

Truth  to  tell,  however,  it's  impossible  to 
be  connected  anywhere,  anytime.  The 
technology  simply  isn't  good  enough  or 
ubiquitous  enough.  Not  yet,  at  least.  But 
another  link  in  the  chain  is  forged  every 
day,  and  it's  easier  to  keep  in  touch  on 
the  road  than  ever  before. 

e's  a-1  up-to  date  snapshot  on  how 
:  ay  connected  virtually  anywhere  you 
n  the  road. 

OTRTS 


oases  of  calm  are  guaranteed  to  o 
phone  lines,  chairs  and,  more  often  tl 
not,  good  work  space.  You  can  fin 
comparatively  complete  list  of  airp 
clubs  at  www.frequentflyer.oag.com/ 
lines_airports/clubs.asp.  (Even  if  yoi 
not  a  member,  most  airport  clubs  ] 
grant  you  onetime  access  for  a  fee.)  f- 
worth  keeping  in  mind:  The  Priority  P 
(www.prioritypass.com)  annual  me 
bership  program  offers  access  to  m 
than  400  airport  clubs  around  the  wc 
An  increasing  number  of  major  U.S.  i 
airports  also  have  a  branch  of  Laptop  L 
(www.wayport.net/laptoplane),  wt. 
rents  fully  equipped  private  office  cubic 
by  the  minute.  At  other  airports,  you'll 
a  Power  Oasis  (www.poweroasis.con 
customized  power  receptacle  that  perr 
you  to  plug  in  your  laptop,  power  up  ) 
batteries  and  connect  to  the  Internet 
course,  many  airports  have  business  c 
ters  where  you  can  access  a  compi 
and  other  business  services.  There  is 
database  of  these  sites,  however, 
check  your  airport's  Web  site  before  de 
ture  —  or  consult  an  airport  direcl 
when  you're  on  the  premises. 

AT  THE  HOTEL 


et  fo   fin<    :g  access  at  any      More  and  more  hotels  —  especi 
is  to  head  airline  club.  These      those  affiliated  with  major  hotel  ch< 


T  A  Y 


STAY 

R  1 

E  L  A  X  E  D 

■ 

~f 


"J 


Jome  to  work.  Come  to  play.  At  Radisson  you  decide  what  works  for  you.  And  leave  the  rest  to  us.  Next 
ip  stay  your  own  way.  Bookonlineatwww.radisson.com  or  make  your  reservation  by  calling  1-800-333-3333. 


adi**t>i\ 


; 


Stay  free  faster  Register  at  www.stayrewarded.radisson.com  and  start  earning  bonus 
Cold  Points®  fc  the  thousands!  Offer  valid  through  1/15/04.  Terms  and  conditions  apply. 


HOTELS  &  RESORTS 
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such  as  Radisson  and  major  families  of 
hotel  brands  such  as  Marriott  and  Hilton  — 
are  wiring  their  guestrooms  for  high-speed 
Internet  access.  At  the  moment,  however, 
there  isn't  a  comprehensive,  centralized 
hotel  locator  anywhere  on  the  Net.  The  largest, 
GeekTools  (www.geektools.com/geektels), 
only  lists  about  3,000  hotels.  Expedia 
(www.expedia.com/wiredhotels)  also 
maintains  a  database.  Your  next  best 
option  is  to  check  with  the  high-speed 
access  providers  themselves  because 
several  have  placed  hotel  locators  on  their 
sites. These  include:  STSN  (www.stsn.com), 


Guest-Tek  (www.guest-tek.com/hotels.html) 
and  GoldenTree  (www.goldentreecom.com). 
But  always  call  ahead  directly  to  the  hotel 
and  confirm  availability  before  you  book. 
Wireless  Internet  access  (Wi-Fi)  also  is 
popping  up  rapidly  at  hotels  around  the 
world.  If  you're  looking  for  hotels  that 
offer  Wi-Fi,  start  with  the  Centrino-com- 
patible  database  (www.intel.com/prod- 
ucts/mobiletechnology/hotspots/finder.htm) 
of  hot  spots.  Other  notable  hotel  Wi-Fi 
providers  that  offer  location  finders  include 
AT&TWreless  GoFort  (www.attws.com/busi- 
ness/data/indMdual/goport/hotspots.jhtml), 


STOP  SNOOPING  IN  THE  SKIES 

Are  snoops  after  the  valuable  data  stored  on  your  laptop 
computer? 

As  coach  seating  gets  tighter  and  passengers  have  less 
personal  space,  more  business  travelers  are  worried 
about  the  data  on  their  portable  computers.  According 
to  a  recent  Harris  Interactive  survey  commissioned  by 
the  3M  Optical  Systems  Division,  nearly  half  of  all  busi- 
ness travelers  say  they  have  shielded  their  work  for  fear 
of  someone  looking  over  their  shoulder.  That's  not  much  of  a  surprise,  since  nearly  40% 
of  frequent  flyers  admit  they  have  cast  an  errant  eye  on  an  unsuspecting  seatmate. 

To  address  the  snooping  situation,  3M  has  created  a  line  of  privacy  filters  for  note- 
book computers  and  desktop  monitors  that  block  the  screen  to  anyone  viewing  from 
the  side  of  the  computer.  When  a  3M  privacy  filter  is  installed  on  a  notebook  comput- 
er, only  persons  directly  in, front  of  the  monitor  are  able  to  see  on-screen  documents. 
Others  viewing  from  'the^ide  can  see  only  a  dark,  blank  screen. 

"A  person  sitting  irTthe  nest  settfon  a$  airplane  or  in  a  terminal  waiting  area  can't 


see  what  a  computer  useyis 
off.''  explains  Shanfl^^H 

The  privacy  ftltt^^H 
allows  the  filter  to 
screen  at  all  times  a 
any  special  storage,  ei 

Prices  for  the  3M  no. 
more  information,  surf  to  i 


>fi  bemuse  the  screen" appears  dark,  as  if  it's  turned 
■tics  ertgineer. 

tuallv  hidden  attachment  system  that 
Sael  of  the&treen.  They  can  remain  on  the 
ner^tht  rtotergjfojk  is  closed.  The)  don't  require 

■    *  " 

'  from  tt5  tS%440.  For 


Wayport  (www.wayport.net/locati 
and  Stay  Online  (www.stayonline 
clientsstate.html).  The  Hilton  famr 
hotel  brands  offers  an  online  locator  c 
spots  at  its  properties(www.hilton.i 
en/hi/promotions/wireless/index.jhtmr 
Mamott  database  (www.wrelessmarriott 
offers  you  the  option  of  searching  for  \ 
or  wireless  access  at  its  multiple  bre 


IN  THE  CITY 


The  day  may  come  when  wired  or 
less  Internet  access  is  as  ubiquitot 
Starbucks  and  McDonald's  —  acti 
thousands  of  Starbucks  locations 
hundreds  of  McDonald's  restaui 
have  Wi-Fi  hot  spots  —  but,  for 
road  warriors  need  to  rely  on  a  p 
work  of  options. 

The   venerable   cyber  cafe   cor 
remains  vigorous,  although  they  are 
prevalent  outside  the  U.S.  Cybercafes 
offers  a  decent  database  of  currently 
ating  locations  around  the  world.  I 
U.S.,  however,  you're  most  likely  to 
reliable  computer  and  an  Internet  coi 
tion  at  a  branch  of  the  Kinko's 
(www.kinkos.com).  Another  place  f 
the-city  access  hides  in  plain  sight:  b' 
hour  rentals  at  the  world's  networ 
short-term  business  centers  and  exe< 
suites.  Although  these  firms  special 
fully  equipped  "instant"  branch  ofl 
most  now  offer  hourly  rentals  of  per 
offices  to  walk-up  customers.  Some 
have  cyber  cafes  in  the  lobbies  of 
office  complexes.  Regus  (www.regus. 
with  about  380  locations  worldwide 
the  most  advanced  hourly  rental  pre* 
but  you'd  also  be  wise  to  check  in  wr 
services  offered  by  HQ  Global  Workp 
(www.hq.com),  World-Wide   Bus 


res  (www.wwbcnetwork.com)  and 
ce  Business  Centers  (www.abcn.com). 
i  firm  called  Your  Office  (wwwyourof- 
»m)  is  specializing  in  offering  access 
Dbile  professionals. 


[HE  PLANE 


ie  final  frontier  for  connected  busi- 
travelers:  on-the-plane  access  to 
e-mail  and  the  Internet.  Right  now, 
I,  in-flight  access  is  more  theoretical 
practical.  A  company  called  Tenzing 
A/.tenzmg. com/partners. html)  has 
lered  with  several  leading  interna- 

carners  to  offer  brief  e-mail  and 
(short  messaging  system)  service  to 

flights.  Verizon,  which  operates  the 
e  service  (www22  venzon.com/airfone/ 
nnect),  is  retrofitting  some  of  its 
ack  equipment  to  offer  limited  e-mail 
e.The  most  advanced  version  of  in-flight 
let  and  e-mail.  Connexion  by  Boeing 
i/.connexionbyboemg.com),  offers  gen- 
xoadband  access.  It's  still  in  the  ramp- 
lase,  but  the  first  planes  equipped 
the  system  will  roll  out  next  year. 

-UP  ACCESS 

road  may  belong  to  high-speed 
Iband  and  Wi-Fi  soon  enough,  but 
now  a  vast  majority  of  business 
ers  still  rely  on  plain-old,  copper- 
dial-up  access  when  they  travel, 
hat's  not  unwise:  Anywhere  there's 
one   and   a   jack   or   a   dataport- 
>ped  handset,  you  have  access. 
are  the  links  to  the  worldwide 
s  numbers  offered  by  the  major 
p  Internet  Service  Providers  (ISPs): 
?L  (http://access.web.aol.com) 
&T  Worldnet  (http://help.att.net/iw/ci 
:ess_numbers.jsp? 


•  Earthlink  (http://support.earthlink.net/ 
support/ACCESS/) 

•  MSN  (http://support.msn.com/access 
numbers. aspx) 

If  you're  somehow  caught  without  a 
number  for  your  own  ISP  you  can  try 
NetZero.com  or  Juno.com.  Both  offer  a 
limited  number  of  free  hours  of  connect 
time  and  free  e-mail  each  month.  Many 
road  warriors  keep  a  NetZero  or  Juno 
account  just  for  emergencies. 

WI-EI 

The  growth  of  wireless  Internet  —  com- 
monly called  Wi-Fi  —  is  being  driven 
both  by  technological  feasibility  and 
by  the  desire  of  business  travelers  to 


connect  to  the  Internet  and  their  e-mail 
without  being  tethered  to  a  phone  wire. 
But  Wi-Fi  remains  tricky  to  find  —  most 
so-called  hot  spots  are  not  marked  — 
and  there  isn't  even  a  complete,  cen- 
tralized database  of  locations.  Your  best 
bet  is  to  crosscheck  the  following 
directories:  HotSpotsList.com,  Hotspot- 
Locations.com,  WiFiFreeSpot.com  and 
WiFinder.com.  If  you're  a  subscriber  to 
one  of  the  major  commercial  Wi-Fi  ser- 
vices, then  you  may  prefer  to  start  your 
search  at  its  proprietary  site.  Leading 
players  include  AT&T  Wireless  GoPort 
(www.attws.com/goport),  Boingo.com, 
TMobile  (http://locations.hotspot.t-mobile.com) 
andWayport.com.  ■ 


WIRELESS  TODAY  AND  TOMORROW 

AT&T  Wireless  already  offers  GPRS,  one  of  the  nations  fastest  wireless  data  networks 
for  laptop  computers.  But  its  planned  EDGE  network,  now  under  construction,  will 

be  the  fastest  ever. 

Operating  at  110  to  130  kilobytes  per  second,  the 
EDGE  network  will  be  twice  as  fast  as  any  other  national 
wireless  data  network.  That  means  business  travelers  will 
have  mobile  access  to  corporate  e-mail,  Intranet,  enter- 
prise applications,  the  Internet  and  a  whole  new  level  of 
productivity  possibilities  for  business  applications. 
When  the  AT&T  Wireless  EDGE  network  makes  its  debut,  AT&T  Wireless  will 
offer  business  travelers  the  opportunity  to  be  among  the  first  to  enjoy  the  speed  and 
coverage  of  its  data  network.  Travelers  who  sign  up  for  an  AT&T  Wireless  Mobile 
Internet  $79.99  Unlimited  rate  plan  under  a  qualified,  minimum  two-year  business 
agreement  by  October  31,  2003,  will  receive  a  FREE  Sierra  AirCard  750  to  use  on  the 
AT&T  Wireless  GPRS  network  today.  Plus,  travelers  get  a  $  1 50  rebate  when  they  pur- 
chase a  Sony  Ericsson  GC82  EDGE  PC  Card  Modem  when  it  becomes  available. 

The  Sierra  AirCard  750  gives  laptop-equipped  travelers  access  to  the  AT&T  Wireless 
GPRS  network,  as  well  as  international  roaming  capabilities  in  over  30  countries  worldwide. 
Moreover,  the  Sierra  AirCard  750  is  compatible  with  the  AT&T  Wireless  EDGE  network. 
For  more  information  on  this  limited-time  offer  and  complete  details  of  the  AT&T 
Wirelesy  service,  contact  AT&T  Wireless  at  1  888  DATA  288  or  surf  to  www.attwire- 
less.com/freemodem. 
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Fine  Dining  on  the  Tarmac 

Security  requirements  mean  travelers  spend  more  time  than 
ever  at  the  airport.  Airlines  are  serving  fewer  in-flight  meals. 
Which  means  business  travelers  find  themselves  searching  for 
more  and  better  dining  options  at  the  nation's  airports. 


Corporate  executives  may  travel  globally 
on  business,  but  they  generally  want  to  eat 
locally  while  on  the  road.  This  is  true  even 
at  the  airport,  where  good  local  dining 
options  now  compete  with  omnipresent 
fast-food  chains  at  food  courts. 

Of  course,  business  travelers  might 
prefer  not  to  eat  at  the  airport  at  all.  But  as 
security  constraints  force  them  to  arrive 
earlier  for  flights  —  and  airlines  cut  back 
their  in-flight  food  service  on  domestic 
routes  —  airports  have  become  the  logi- 
cal place  to  grab  a  meal  between  flights. 

Where  do  you  eat  great  at  the  airport? 
Here  are  some  tips  for  finding  fine  local 
fare  at  major  airports  around  the  country. 

ATLANTA 

The  self-service  Hartsfield  Bistro  on 
Atlanta  Hartsfield's  Concourse  T  is  a 
great  source  of  freshly  prepared,  very 


Amy's  Ice  Cream,  another  homegrown 
favorite,  serves  homemade  ice  cream 
treats  in  theatrical  fashion.  Both  are  located 
in  the  West  Food  Court  on  the  Concourse. 

BOSTON 

Logan  Airport  branches  of  the  home- 
town Legal  Seafoods  chain  offer 
Boston's  best  fish  and  seafood,  includ- 
ing its  seafood  raw  bar  and  the  notable 
Icelandic  arctic  char.  There  are  Legal 
restaurants  in  both  Terminals  B  and  C. 

CHICAGO 

A  small  outpost  of  Manny's  Coffee  Shop 
and  Delicatessen,  the  Chicago  land- 
mark, has  opened  in  Midway  Airport's 
Concourse  A.  The  Midway  branch  offers 
Manny's  wonderful  potato  pancakes  and 
great  sandwiches,  minus  the  boisterous 
atmosphere  of  the  original  on  South  Jef- 
portable  Southern-style  hot  entrees,  ferson  Street.  At  O'Hare  Airport,  Burrito 
sandwiches  and  salads.  Hard-core  busi-  Beach  is  a  hit  with  travelers  and  flight 
ness  travelers  also  gravitate  to  the  tasty  crews,  who  carry  on  its  fresh  breakfast 
and  generously  sized  pastries.  And  burritos,  the  tasty  house-made  gua- 
Paschal's  Southern  Delights  in  the  camole  and  chipotle  chicken  burritos.  It's 
Atrium  scores  high  for  biscuit  breakfasts  conveniently  located  between  Con- 
and  "meat  and  three"  Southern  plates,      courses  H  and  K  in  Terminal  Three. 


AUSTIN 


DETROIT 


gets  high  marks  for  food,  thanks  tc 
new  Northwest  terminal.  Most  not 
the  Mediterranean  Grill,  an  an 
branch  of  one  of  the  city's  most  bef 
Middle  Eastern  restaurants. 


LOS  ANGELES 


Temporo,  in  Terminal  Two,  has  legioi 
fans  that  rave  about  its  Japanese  fas 
Paseo  Cafe  in  Terminal  One  offers  au 
tic  Mexican  food,  and  there's  an  adjc 
bar  if  you're  in  a  margarita  mood.TheJ 
inal  LAX  outpost,  named  for  an  0] 
Street  institution,  has  been  joined 
second  location  in  the  Tom  Bradley 
national  Terminal.  There  are  also  El  P 
branches  in  Terminals  Two  and  Fo 
Ontario  Airport  in  San  Bernardino  Co 


MEMPHIS 


An  Austin  origi   il,  The  Salt  Lick,  offers  a      Detroit/Metro  has  never  been  known  as 
taste  of  Texas  H       i  mtry  barbecue,  while      a  culinary  beacon,  hut  the  airport  now 


Memphis  airport  has  several  exce 
barbecue  spots,  all  with  passionate 
porters,  and  they  are  all  located  on 
course  B,  the  better  for  visitors  to 
pare  the  city's  signature  offer 
Interstate  BBQ  at  Gate  B-14  serve: 
rific  chopped-beef  sandwiches  and  ( 
a  travel  pack  if  you  want  to  bring 
home.  Others  favor  Da'  Blues  (Ga 
34);  it  offers  live  music  and  Corky's 
a  Memphis  favorite.  Then  there': 
Tennessee  Tavern  (Gate  B-17),  v 
features  Interstate  BBQ  in  smoh 
potent  bourbon  sauces. 

MIAMI 

The  Top  of  the  Port  restaurant,  lo( 
atop  the  MIA  Hotel  at  Concour: 
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offers  a  good  meal  with  a  great  view  — 
and  a  fitness  center  and  pool  for  a 
refreshing  preflight  workout.  Miami- 
based  travelers  also  rave  about  the 
snacks  and  sushi  to  go  from  the  hotel's 
Concourse  level  Lobby  Bar.  If  you  want 
a  taste  of  Miami's  Cuban  flavor,  try  La 
Carreta  at  the  entrance  to  Concourse  D. 
It  serves  great,  quick  food,  including  the 
cafecito  Cubano  (Cuban  coffee)  and 
pastel  de  guayaba  (guava  pie). 

MINNEAPOLIS 

MSP  Airport  has  an  awe-inspiring  array 
of  fast-food  outlets,  but  the  standout 
dining  is  at  Split  Rock,  a  Minnesota- 
themed  casual  bar  and  grill.  Located  in 
the  Main  Terminal,  Split  Rock  showcas- 
es local  favorites  such  as  walleye  pike 
in  a  space  with  iconic  decor  that 
includes  a  grain  silo,  wheat  field  and 
indoor  waterfall. 

NASHVILLE 

Frequent  travelers  using  Nashville  tout 
Whitt's  Barbecue,  which  is  known 
throughout  the  South  for  its  pit-smoked 
beef  and  pork  barbecue.  Located  in  the 
Concourse  C  food  concourse,  Whitt's 
sells  sandwiches,  platters  and  take-home 
portions. 

NEWARK 

Most  of  Newark's  traffic  funnels  through 

Terminal  C,  and  two  lining  icons 

are  located  there,  t"  ,a\e 

Diner  in  the  sprawlii  r  or,ers 

passengers  a  taste  c  ■   of  food 
served  at  diners  tl 
Jersey.  And  Gallagh 

New  York  institution,  .  ,t 
airport  location  at  EV 


NEW  YORK 

Erwin's  Glatt  Kosher  Delicatessen,  on 
the  third  floor  of  the  West  Wing  of  Ter- 
minal 4  at  Kennedy  Airport,  serves  deli 
favorites  such  as  corned  beef,  as  well  as 
hot  dogs,  burgers,  soups,  snacks  and 
salads.  At  LaGuardia  Airport,  Figs,  front- 
ed by  noted  chef  Todd  English,  is  tops 
for  both  sit-down  and  grab-and-go  rustic 
Mediterranean-style  dining.  The  restau- 
rant and  a  related  cafe  are  located  in 
LGAs  Central  Terminal. 

NORFOLK 

Norfolk  International's  Main  Terminal  offers 
a  terrific  array  of  local  dining  options.  Beach 
Bully  Restaurant  and  Bar-B-Que,  a  long- 
time Virginia  Beach  favorite,  sells  pulled 
pork  and  beef  brisket.  The  Foggy  Bottom 
Brew  Pub  offers  seasonal  beers,  a  seafood 
bar  and  a  selection  of  pub  classics,  and 
Chesapeake  regional  cuisine  shines  at  the 
Freemason  Abbey  Restaurant  and  Tavern. 

PHILADELPHIA 

It  isn't  what  everyone  thinks  of  as  Philly 
cuisine,  but  the  upscale  take-out  fare  at 
Caviar  Assouline,  at  the  entrance  to  Ter- 
minal C,  includes  sushi,  salade  Nigoise, 
wraps  and  other  elegantly  prepared 
sandwiches. 

PHOENIX 

Vegetarians  are  especially  pleased  with 
the  regional  specialties  offered  at  Oaxa- 
can  Mexican  Food,  which  is  inside  Sky 
Harbor's  sprawling  Terminal  Four. 

PORTLAND,  OREGON 

The  Rose  City  Cafe  at  the  airport's 

Oregon  Market  serves  popular  North- 

st  specialties  and  sushi  with  great 


tarmac  views.  There's  a  good  select! 
of  craft  beer  and  local  wines  by 
glass,  too.  Capers  Cafe,  which  fane 
itself  as  a  "Northwestern  Parisi; 
restaurant,  serves  up  a  fresh  taste 
the  Pacific  Northwest  and  offers  m 
than  100  made-from-scratch  disr 
daily.  It's  located  in  the  South  Lobby 


SAN  FRANCISCO 


The  new  reigning  favorites  at  San  Fr 
cisco  International  include  Emporio  F 
(a  branch  of  the  original  in  downto, 
Larkspur,  California)  and  Ebisu,  wr 
brings  its  Japanese  cuisine  from  its  In! 
Sunset  neighborhood  location.  R 
located  in  both  the  North  and  South  fi' 
courts,  may  be  best  known  for  its  po 
bello  mushroom  sandwich.  Ebisu,  siti, 
ed  in  the  International  Terminal  ft 
court,  is  beloved  for  its  sushi  to  go. 

TUCSON 

Tucson  International  is  just  60  m 
north  of  the  Mexican  border,  so  it's, 
surprise  that  one  of  the  city's  m: 
beloved  Mexican  restaurants,  El  Cha 
has  established  a  branch  on  the  ter 
nal's  third  floor.  It's  billed  as  "Tucsc 
original  Mexican  restaurant,"  and  the 
no  reason  to  argue  with  the  sobriqu 


WASHINGTON 


Legal  Sea  Foods  from  Boston  has 
lowed  its  customers,  who  fly  the  D> 
and  US  Airways  shuttles  into  Rea> 
National  Airport.  Its  Washington  outp 
is  located  in  the  National  Hall  North. 


Joe  Brancatelli  is  editor  and  publisher  of. 
SentMe.com,  the  noncommercial  Web  sib 
business  travelers.  He  can  be  reache* 
joe@joesentme.com. 


Technology 

Digital  Tools  by  Stephen  Manes 


Slow-Motion  Photography 


LAST  FALL  GATEWAY  DIPPED  ITS  TOE  INTO  THE  CHOPPY 
waters  of  consumer  electronics  by  offering  a  42-inch 
flat-screen  plasma  TV.  I  found  its  display  so  generally 
unpleasant  I  didn't  even  bother  writing  about  the  thing. 
But  Gateway  claims  it  has  become  the  bestselling  home 
ksma  model  on  the  market — no  doubt  because,  at  $3,000,  it 
s  been  among  the  cheapest. 

Now  the  company  wades  in  farther  with  four  Gateway- 
anded  digital  cameras.  Like  the  TV,  they  look  at  first  blush  like 
rgains — until  you  do  a  little  research.  Smart  sleuths  at  the 
vays  useful  imaging-resource.com  and  dcresource.com 
sealed  that  these  cameras  are  anything  but  unique.  Further 
uthing  of  my  own  proved  that  the  units  are  not  the  "unprece- 
nted  value"  Gateway  claims. 

At  Gateway's  low  end,  the  $130  2-megapixel  DC-T20  is  a  tiny 
ed-focus  model  with  no  optical  zoom  and  8  megabytes  of  in- 
nal  memory.  It  can  also  use  SD  memory  cards  that  you  supply. 
e  pictures  it  produces  are  okay,  provided  you  keep  them  small. 
t  for  just  $25  more  you  can  buy  Fuji's  FinePix  2650,  which  has 
optical  zoom  and  won't  keep  you  waiting  nearly  as  long  be- 
2en  shots.  The  Fuji's  main  drawback  is  that  it  is  twice  as  big. 
It  vou  didn't  try  it  out,  Gateway's  4. 1  -megapixel  DC-M40  might 
■m  like  the  best  deal  of  the  bunch.  Its  $200  price  would  be  low 
:n  for  a  3-megapixel  unit,  and  the  package  is  virtually  identical 
two  European  models  and  the 
iisung  Digimax  410,  which  has 
:n  offered  online  for  about  $400. 
akes  decent  pictures  and  offers 
>st  of  the  usual  options,  including 
ability  to  display  your  shots  on  a 
screen  and  to  shoot  low-def  video. 
What  the  specs  don't  mention  is 
t  everything  about  this  camera  is 
xuciatingly  slow — except  for  the 
y  it  eats  batteries.  Turn  the  unit 
and  you  wait  eight  seconds 
ore  you  can  shoot.  Take  a  single 
ip  and  you  wait  eight  seconds 
>re  before  the  camera  returns 
ltrol  to  you.  Even  in  continuous- 
)oting  mode  the  camera  takes 
tures  roughly  every  three  see- 
ds. And  the  four  AA  alkaline  cells 
it  came  with  the  camera  were 
}d  for  fewer  than  50  shots — at 
ich  point  the  confused  unit 
y  uld  power  up  just  long  enough 


DC-MiC 


to  power  down  again.  Spon- 
taneity is  impossible,  unless  you 
enjoy  shooting  rocks. 

I  didn't  test  the  5-megapixel 
DC-M50  ($249  after  a  $50 
rebate),  but  others  have  given  it 
a  whirl — in  its  incarnation  as 
the  virtually  identical  Argus 
DC-3810.  Reviewers  found  its 
5-megapixel  resolution  okay,  its 
quirky  sluggishness  almost 
unbearable.  But  more  tolerant 
bargain  hunters  can  order  the  Argus  model  from  Tiger  Direct 
for  just  $200,  making  the  Gateway  version  irrelevant. 

The  flagship  of  the  Gateway  line  is  the  compact  $400, 
5-megapixel  DC-T50.  It,  too,  has  virtually  identical  siblings:  Viv- 
itar's  $400  Vivicam  3930  and  Toshiba's  PDR-5300,  which  comes 
with  a  16- megabyte  memory  card  instead  of  the  Gateway's  32, 
but  whose  price  was  set  to  be  cut  to  $350  on  Oct.  1.  The  feature 
set  is  generous,  with  a  panoply  of  manual  adjustments  for  those 
who  disdain  merely  pointing  and  shooting. 

Even  though  it's  significantly  smaller  and  faster  than  Gate- 
way's other  models,  it's  still  slow,  with  a  five-second  delay  be- 
tween shots — twice  as  long  as  in  similar  cameras.  The  pictures 

generally  look  okay,  but  the 
From  top  to  bottom:  &  ,         , 

r.  *         ,   «« -re  camera  often  produced  a 

Gateway  s  DC-T50,  r 

DC-T20  and  DC-M40.      yellowish  cast  in  outdoor 
shots  and  lost  contrast  to 
lens  flare  where  competitive  models 
did  not. 

For  not  much  more  you  can  buy  a 
compact  camera  you're  more  likely  to 
enjoy  than  merely  tolerate.  Canon's  el- 
egant S400  Digital  Elph  and  Sony's  DSC- 
P10  Cybershot,  at  4  and  5  megapixels 
respectively,  can  be  had  for  around 
$450.  And  if  you're  willing  to  sacrifice 
pixels  for  slimness,  $300  will  get  you 
Minolta's  downright  skinny  3.2- 
megapixel  Dimage  XT.  None  of  these 
digicams  is  perfect,  but  they're  all  a  lot 
closer  than  the  ones  onto  which  Gate- 
way has  slapped  its  label.  F 


Stephen  Manes  (steve@cranky.com)  was  cohost  of 
Digital  Duo  and  has  been  covering  technology  for  two 


Forbes  te 


decades.  Visit  his  home  page 


www.forbes.com/manes. 
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Back 
on  the 

overhauling  \Z  M  9111 
themassiveWi  ■**"■ 


These  guys 
slashed 
$3  billion 
in  costs  by 


supply  chains 
of  IBM.  Can 
they  do  it  for  you? 


Gang 

*»-  -O  BY  DANIEL  LYONS 


ROBERT  \V.  MOFFAT  [R.  IS  IBM'S  CLARK  KENT.  A  LUMBERING  GUY  WHO  STILL  REVELS  IN 
his  past  as  a  colleg  tai  he  has  worked  there  since  1978,  toiling  in  backwaters  like 

manufacturing  and  op  n  ations.  Last  year  Moffat  won  another  unsung  role,  overhauling 
IBM's  massive  sup]  as.  Suddenly  he  was  Superman,  whacking  an  astounding  $5.6 

billion  in  annual  a  claims     lore  amazing,  Nioffat  did  it  in  his  spare  time, 

while  running  IBM  ms  business. 

That  $5.6  billion  n  in  savings  from  falling  component  prices 

unrelated  to  any  make  ,  or  so,  still  remarkable  in  a  company 

with  just  over  $80  billion  ,  l  by  selling  off  three  factories,  shifting 

manufacturing  to  cheapa  nd  Ireland  and  simplifying  product 

designs.  , 

In  the  process  IBM  has  redi.  a  third,  si  tshed  its  suppliers  by  half  to 

33,000  and  pinched  pennies  at  ,cs  in  cheaper  cardboard  I 

boxes  and  recycles  components  fr<  m's  chief  executive,  Samuel  I 

I.  Palmisancvrantstodo  more.  "Th  iv.illy  hard  work — comes  ! 

i 

r 
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ers  Murray  Mitchell  and  Robert  Moffat. 
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JfiM 

from  transforming  the  entire  end-to-end 
operation,"  Palmisano  says  in  an  e-mail  ex- 
change. "You  cannot  hope  to  thrive  in  the 
IT  industry  if  you  are  a  high-cost,  slow- 
moving  company.  Supply  chain  is  one  of 
the  new  competitive  batdegrounds.  We  are 
committed  to  being  the  most  efficient  and 
productive  player  in  our  industry." 

Palmisano  has  made  Moffat  the  supply- 
chain  czar,  ruling  Integrated  Supply  Chain 
(ISC),  IBM's  fourth-largest  division,  with 
19,000  employees  and  a  $40  billion  pur- 
chasing budget.  Oh,  and  one  more  thing: 
This  year  Palmisano  wants  Moffat  to  cut 
costs  by  $400  million  more  than  last  year. 

No  problem,  Moffat  avers.  Harnessing 
the  brainpower  of  IBM  Research  and  what 
used  to  be  PricewaterhouseCoopers  Con- 
sulting, which  IBM  acquired  last  year  for 
$3.5  billion,  Moffat  is  aiming  at  loftier 
goals,  like  revolutionizing  the  very  concept 
of  a  supply  chain  and  infusing  it  into  every 
part  of  IBM's  business.  The  future,  as  Mof- 
fat sees  it,  won't  be  so 


much  a  battle  among  companies  as  one 
among  supply  chains. 

If  you  are  not  part  of  this  world,  you 
need  to  know  something  about  the  lingo. 
The  "chain"  in  question  stretches  all  the 
way  from  the  raw  materials  at  one  end  ef  a 
manufacturing  operation  to  the  customer's 
inventory  at  the  other.  In  its  broadest  sense, 
it  includes  distribution  and  logistics;  in  its 
grandest  aspirations,  it  contemplates  hav- 
ing a  customer's  order  trigger  an  instanta- 
neous response  in  every  ingredient. 

Moffat's  job  isn't  just  to  trim  expenses 
at  his  employer.  He's  also  trying  to  help 
IBM's  consulting  arm  win  some  of  the 
$35  billion  that  Forrester  Research  expects 
U.S.  firms  to  spend  on  supply-chain  pro- 
jects in  the  next  five  years.  "Bob  spends  as 
much  time  calling  on  customers  as  he  does 
working  on  IBM's  supply  chain,"  says  Mur- 
ray Mitchell,  the  vice  president  who  runs 
the  supply-chain  practice  in  IBM  Business 
Consulting  Services,  part  of  IBM's  $36.3  bil- 
lion Global  Services  unit. 


This  "end-to-end"  approach  to  ti 
chain  is  now  seen  as  a  competitive  edge 
feature  so  sexy  it  inspires  extra  ogling  i 
"  Wall  Street.  Dell  Computer  and  Nokia  i 
ready  get  higher  stock  valuations  because 
their  superior  operations,  says  Lehmt  a 
Brothers  Managing  Director  J.  Stuart  Fraj 
cis.  "In  a  market  where  prices  are  decli 
ing,  supply  chain  is  vital  to  remaining  coi 
petitive,"  he  says. 

"What  makes  Dell  and  Wal-Mart  s| 
cessful?  It's  the  business  model,  and  supj  I 
chain  is  an  enabler.  That's  why  you're  st- 
ing this  growing  importance  of  supp 
chains.  People  realize  this  is  the  weapon  1 1 
the  future,"  Moffat  says. 

"Let's  face  it:  All  tires  are  round  a: 
black,"  says  George  McAfee,  supply-ch; 
manager  for  $3.3  billion 
(2002  sales)  Cooper  Tire 
&  Rubber  Co.  "The  way 
we  differentiate  ourselves  is 
through  execution  and  fill 
rate."  IBMers  are  waging  a 


zSeries 
(mainframe)  servers 

change:  Toolbox  eliminated. 
Processors  recycled. 
saving:  $2,000  per  toolbox 


Pennies 
Saved 

A  million  here, 
a  million  there  starts 
to  add  up.  IBM's 
cost-cutters  are 
slashing  freebies, 
reusing  parts,  re- 
designing products 
to  save  on  shipping 
costs.  Next:  Sloppy 
Joes  in  the  cafeteria 
at  Armonk  H.Q.  (Er ... 
maybe  not.) 


LCD  monitors. 

change:  Redesigned  to 
in  slim,  cheaper-to-ship 
"pizza"  box. 
saving:  $3.50  per  unit, 
$1.6  million  a  year. 
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ir-year  global  makeover  of  Cooper's  sup- 

and  distribution  network. 

Like  IBM,  Hewlett-Packard  and  Lucent 
:hnologies  have  named  their  own  sup- 
-chain  czars.  Lucent  claims  it  now  de- 
rrs  more  products  on  time,  after  reduc- 

warehouses  from  540  to  50  and  cutting 
pliers  from  1,500  to  300.  HP  says  it  saved 
5  billion  through  supply-chain  projects 
rr  the  past  year.  "We  can  get  to  market 
ter.  We  can  deliver  better  products  at  a 
ter  price.  We've  gained 
ignificant  competitive 
vantage,"  says  Jeffrey 
irke,  executive  vice  pres- 
nt  at  HP. 

Hewlett  execs  are  quick 
criticize  the  $5.6  billion 
ings  figure  that  IBM  uses, 
t  even  if  you  strip  out  the 
xt  of  component  prices 
;r  which  IBM  does  not 
ft  control,  you  find  im- 
ssive  gains.  Last  year,  in 


"People 
realize  this  is 
the  weapon 
of  the  future. 
This  isn't  just 
about  cutting 
costs." 


Moffat's  rookie  season,  IBM's  inventories 
plunged  30%  to  $3.1  billion,  a  20-year  low. 
The  PC  division  turned  a  full-year  profit  for 
the  first  time  in  its  history  and  managed  to 
achieve  a  "negative  cash  conversion  cycle," 
collecting  money  from  customers  28  days 
before  paying  suppliers — one  of  the  tricks 
upon  which  Michael  Dell  built  his  fortune. 
In  storage  devices  and  Unix  servers,  IBM's 
leaner  cost  structure  let  it  cut  prices  with- 
out hurting  margins.  This  enabled  IBM  to 
steal  business  from  Sun 
Microsystems  and  EMC 
and  drive  them  into 
the  red. 

Palmisano's  boast: 
"We  are  not  winning 
business  by  slashing 
prices  and  sacrificing 
margins,  as  many  of  our 
competitors  have  been 
forced  to  do.  We  have 
been  taking  down  the 
actual  cost  of  doing 


business.  Our  gross  margins  are  up.  The 
fundamentals  of  our  business  operations 
are  stronger  than  they've  ever  been." 

Those  market  share  gains  soften  some 
awfully  hard  times.  On  its  top  line,  IBM  is 
simply  not  the  growth  company  it  once 
was.  The  price  of  anything  silicon  is  collaps- 
ing inexorably.  That  means  that  a  computer 
company  has  to  enjoy  an  explosive  increase 
in  unit  volume  to  see  its  revenue  line  go  up 
at  all.  There  is  only  so  much  unit  growth 
that  a  giant  like  IBM  is  going  to  see.  How 
many  servers  do  you  need? 

This  year  Palmisano  told  Wall  Street 
analysts  to  forget  about  IBM's  earlier  vow  to 
deliver  double-digit  revenue  growth — yet 
he  reiterated  the  target  of  double-digit 
growth  in  earnings.  The  way  to  do  that  is  to 
cut  costs,  such  as  with  a  sleeker  supply  web. 

"We  took  ourselves  to  the  gym.  Now 
we  are  a  much  more  formidable  player," 
says  Moffat. 

IBM's  overhaul  was  conceived  in  De- 
cember 2001  at  a  meeting  of  senior  execu- 


del  x335 
sl-based  server. 

ige  Redesigned  to  use 
e  backplane  as  PC. 
ng  $50  per  server,  or 
million  a  year. 


Personal 
computers. 

change:  Replaced 
four-color  packing 
box  with  two-color. 
saving:  5  cents  per  box, 
$350,000  a  year. 
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tives.  The  mood  was  grim.  Revenues  in 
2001  declined  3%  to  $83  billion— IBM's 
first  sales  drop  in  nearly  a  decade.  Worse, 
the  painful  slowdown  in  tech  spending 
showed  no  sign  of  abating.  "It  was  clear 
that  the  environment  would  continue  to 
be  difficult.  Our  strategy  was  to 
use  that  environment  to  gain 
share,"  says  William  Zeitier,  se- 
nior vice  president  of  IBM's  Sys- 
tems Group,  which  makes  servers  and  stor- 
age devices.  "But  to  do  that,  we  knew  we 
would  have  to  take  cost  and  expense  activ- 
ity to  a  new  level." 

The  computer  maker  needed  to  rebuild 
its  back  office  on  an  epic  scale.  IBM  is  laden 
with  mind-boggling  complexity.  It  runs  16 
manufacturing  plants  in  10  countries,  buys 

2  billion  parts  a  year  from  33,000  suppliers 
and  offers  78,000  products  available  in 

3  million  possible  variations.  IBM's  facto- 
ries crank  out  a  new  Intel-based  product — 
laptop,  desktop,  server  or  peripheral — 
every  1.5  seconds.  In  North  America  the 
company  processes  1.7  million  customer 
orders  a  year  and  keeps  6.5  million  records, 
updating  350,000  every  day. 

Bob  Moffat  was  the  ideal  choice  to  lead 
the  effort.  He  had  run  the  Personal  Systems 
Group,  where  narrow  margins  and  ruth- 
less competition  have  been  the  order  of  the 
day,  from  2000  to  2002.  (That  is  the  period 
now  under  scrutiny  in  a  Securities  &  Ex- 
change Commission  investigation  of  rev- 
enue-recognition practices  at  the  division. 
IBM  won't  comment  further.)  Sales  sagged 
during  Moffat's  tenure,  but  he  earned  a 
reputation  as  a  cost-cutter. 

IBM  had  endured  tumultuous  restruc- 
turing since  its  near  death  experience  in 
the  early  1990s.  Its  rescuer,  chief  executive 
Louis  V  Gerstner  Jr.,  transformed  the  place 
■  a  stodgy  maker  of  bulky  computers 
into  a  sleek  seller  of  consulting  services.  But 
remnants  i  >f  the  ok;  !  slowed  things 

down  ngafj  i    etired  in 

March  20' C   hissm  im- 

posed anew  ro 
IBM's  disk -drive  busii 
of  itssemiconducto 
off  15,000  workers.  Foi  I 
billion  writedown. 

This  time  around  IBN  • 
to  go  beyond  squeezing  a  ft 
of  various  product  lines.  In  the  past 
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IBM  division — PCs,  servers,  storage  devices 
and  still  others — operated  its  own  supply 
chain,  running  distinct  manufacturing 
lines,  negotiating  its  own  deals  with  com- 
ponents suppliers  and  using  its  own  billing 
systems  and  ways  of  naming  parts  and 


up  control  of  sourcing,  manufacturing  a 
even  design  of  some  products.  "It  may  r 
sound  radical,"  says  Zeitier,  the  server  chi 
"but  the  notion  of  putting  in  this  n< 
group  and  having  decisions  made  on  yo 
behalf  by  someone  else  was  a  bit  of  a  lei 


"We  took  ourselves  to  the  gym.  Now  we  are  a  m 


products.  Moffat's  mission  was  to  smash 
those  "silos"  and  build  a  single  integrated 
chain  that  would  handle  procurement, 
manufacturing,  logistics  and  customer  ful- 
fillment across  all  of  IBM. 

That  required  division  leaders  to  give 


organizationally." 

This  has  forced  some  divisions  to  ta 
a  hit  for  the  team,  as  happened  to  the  PC  i 
vision  after  Moffat's  group  struck  a  cc 
component  deal  with  the  Korean  firm 
Electronics  last  year.  The  pact  gives  IBM  b; 


■  prices  on  liquid  crystal  diode  monitors 
id  optical  drives  in  return  for  shifting 
ore  volume  to  LG.  IBM  has  made  similar 
als  with  a  handful  of  component  makers 
d  now  concentrates  80%  of  its  spending 
i  just  2%  of  its  suppliers. 

3  formidable  player." 

The  LG  deal  in  effect  raised  compo- 
nt  prices  for  the  PC  unit,  which  other- 
se  could  have  bought  LCD  monitors  and 
tkal  drives  from  a  different  supplier  at 
ver  prices.  "Before  this  the  PC  guy  would 
timize  his  own  business;  the  server  guy 
would  optimize  his. 
Now  we're  trying  to 
save  money  for  the 
overall  organization," 
Moffat  says.  "Some 
tradeoffs  that  are  for  the 
better  good  of  IBM 
might  not  optimize 
people  personally." 

Another  way  Moffat 
has  smashed  silos  has 
been  by  moving  people 
around,  forcing  some  to 
work  in  new  areas. 
Martha  Morris,  a  vice 
president  who  had  run 
server  manufacturing, 
now  has  a  top  job  in 
procurement.  Stuart 
Reed,  a  vice  president 
who  previously  worked 
on  supply-chain  strat- 
egy, now  has  Morris'  old 
job  in  servers. 

Overall,  the  $3  bil- 
lion in  real  cost  cuts 
(unrelated  to  declining 
prices)  were  made  in 
three  big  areas.  Elimi- 
nating unnecessary  ex- 
penses and  improving 
processes  saved  an  esti- 
mated   S900    million; 
changing  product  de- 
signs to  use  more  corn- 
Chief  Executive  Samuel 
Palmisano  aims  to 
transform  IBM's 
operations  "end-to-end." 


mon  parts  and  shifting  manufacturing  to 
cheaper  locations  saved  $1  billion;  and  $1 
billion  came  from  striking  better  deals  with 
component  suppliers.  IBM  used  to  run  30(1 
procurement  centers;  now  it  has  9. 

A  "product-simplification  task  force" 
pushes  divisions  to  use  standardized  parts, 
even  if  that  means  a  redesign.  A  new  low- 
end,  Intel-based  server,  the  x335,  was  re- 
designed to  accommodate  the  same  "back- 
plane" (the  rear  panel  where  cords  connect) 
used  in  IBM's  PCs  instead  of  the  specialized 
backplane  used  in  its  predecessor.  Eliminat- 
ing the  customized  part  saves  $50  per  unit 
on  these  servers,  which  cost  from  $2,1 00  to 
$2300;  IBM  sells  22,50(3  of  these  machines  in 
a  year.  IBM  made  a  hundred  such  moves 
across  the  company. 

IBM  used  to  give  away  a  $2,000  toolbox 
with  low-end  mainframes  (now  part  of  the 
zSeries  server  line)  and  included  such  lux- 
uries as  a  silver-plated  hammer  and  a 
Bausch  &  Lomb  magnifying  glass.  One  cus- 
tomer had  eight  of  these  freebies  stacked 
up,  unopened.  IBM  put  an  end  to  that.  Sav- 
ing two  grand  on  a  machine  that  can  cost 
several  million  dollars  doesn't  sound  like 
much,  but  Moffat  insists  it's  important.  "It's 
not  the  money;  it's  the  mind-set,"  he  says. 

And  it  happens  dozens  of  times 
throughout  the  empire.  IBM  saved  $5  mil- 
lion by  replacing  a  specialized  user  console 
for  the  z.Series  mainframe  with  a  regular 
ThinkPad  laptop.  Another  skinflint  move: 
Today,  when  a  zSeries  machine  comes  off 
lease,  some  of  its  parts  (including  the  central 
processor)  get  ripped  out  and  recycled  into 
new  machines. 

In  PCs,  IBM  replaced  its  four-color  pack- 
aging box  with  a  two-color  blue-and-black 
box  that  costs  a  nickel  less,  saving  $350,000 
a  year.  Engineers  redesigned  LCD  monitors 
so  they  could  fit  into  smaller  boxes,  reduc- 
ing shipping  costs.  That  saved  $3.50  apiece 
on  450,000  units,  or  SI  .6  million.  In  Global 
Services,  instead  of  discarding  (and  writing 
off)  non-IBM  gear  that  gets  swapped  out  of 
a  customer  site  when  Global  Services  installs 
IBM  gear,  IBM  now  saves  the  rejected  equip- 
ment and  offers  it  as  an  alternative  to  cus- 
tomers who  want  another  brand. 

IBM  has  outsourced  the  manufacturing 
of  PCs  and  low-end  servers  to  Sanmina-SCI 
Corp.,  which  bought  IBM  factories  in  North 
Carolina  and  Mexico,  where  that  work  is 
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The  right  management 
can  put  you  in  control  of 
your  infrastructure,  not 
the  other  way  around. 

Unicenter 

Infrastructure  Management  Software 
So  long,  mayhem.  Management  is  here. 
Unicenter  infrastructure  management 
software  gives  you  unparalleled  control 
of  your  IT  environment.  It  lets  your 
infrastructure  react  to  changes  in  real  time, 
so  your  IT  and  business  priorities  are 
always  in  sync.  Its  self-healing  capabilities 
help  you  do  more  with  less  and  control 
costs.  To  learn  how  the  right  management 
can  help  you  realize  on-demand  computmc 
with  your  existing  infrastructure,  go  tc 
ca.com/infrastructure 
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Witness  the  60th  Anniversary  of  D-Da 
Meet  the  Heroes.  Stand  Where 
They  Fought.  Hear  Their  Stories. 


Walk  Omaha  Beach  with  Pvt.  Harold  Baumgarten  who  came 
ashore  at  H-Hour  with  the  29th  Division.  Stand  on  Point-du- 
Hoc  with  Sgt.  Leonard  Lomell  of  the  2nd  Rangers  and  hear 
how  he  disabled  the  German  artillery.  Drive  through  the 
hedgerows  of  Normandy  with  Staff  Sgt.  Walter  Ehlers  of  the 
1st  Division,  a  Medal  of  Honor  recipient.  Hear  the  unmistak- 
able perspective  of  Andy  Rooney,  then  a  war  correspondent,  as 
well  as  the  insights  of  leading  historians  John  Keegan  and 
Gerald  Astor,  among  others. 


tosm* 


You  will  have  a  privileged  place  at  what 
may  be  the  last  gathering  of  the  soldiers 
who  fought  together  to  liberate  Europe. 
Our  ship  will  set  sail  from  London's  Tower  Bridge  on  June  4th 
and  stand  off  the  invasion  beaches  at  first  light  on  June  5th. 
The  following  days  will  feature  private  visits  to  museums  and 


special  seating  at  commemorative  ceremonies.  Visits  w 
made  to  Monet's  Giverny  and  Zeebruge.  Amsterdam  < 
Bridge  Too  Far  will  be  our  final  destination. 

The  National  D-Day  Museum  of  New  Orleans  pr 
presents  the  opportunity  to  experience  this  historic 
sion  in  luxurious  and  intimate  surroundings.  Voted  W 
Best  by  Conde  Nast  and  Travel  +  Leisure,  Silversea*  wek 
you  aboard  the  all-suite  Silver  Clouct 

Please  call  1  -888-777-5523  or  visit  www.ddaymuseu | 
for  more  information. 


THE   NATIONAL 
D-DAY  MUSEUM 

NEW   ORLEANS 


^SILVERSE 

Above  and  Beyond  Ail  Expccli 

www.silverseacruises.com 
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ne.  Today  IBM  owns  16  factories,  down 
>m  34  a  decade  ago.  IBM  shifted  Think- 
ds  from  plants  in  Scodand  and  Mexico 
a  lower-cost  plant  in  Shenzhen,  China 
erated  by  a  joint  venture  between  IBM 
d  Great  Wall  Computer  Group,  a  state- 
ned  firm. 

The  company's  iSeries  ( formerly  the 
/400)  and  pSeries  (formerly  the  RS/6000) 
drange  servers  for  the  Asia-Pacific  mar- 
t  used  to  be  made  in  Rochester,  Minn, 
t  now  are  made  in  IBM's  plant  in  Dublin, 


Practical 
Genius 


IBM 

Ireland  to  save  on  labor  and  shipping.  Fur- 
ther savings  on  shipping  came  from  a  deal 
letting  IBM  buy  dedicated  space  on  UPS 
flights  from  Asia  and  pay  a  lower  rate  in 
exchange  for  a  bigger  commitment. 

Moffat  has  hit  the  road  to  sell  the  story. 
Last  year  he  spent  80%  of  his  time  traveling 
to  spread  the  faith  among  IBMers,  suppliers 
and  customers.  At  Philips  Consumer  Elec- 
tronics, IBM  consultants  use  techniques  de- 
veloped on  IBM's  own  product  lines  to  an- 
alyze and  streamline  Philips'  operations.  IBM 
!  even  sent  its  own  internal  sup- 
ply-chain experts  to  work 
alongside  its  consultants  at 
Philips.  "IBM  brought  in  a  lot 
of  real-world,  nonconsulting 
types,  people  who  had  actu- 
ally lived  the  experience,"  says 


/HEN  IBM  WANTS  TO  BUILD  100  COMPUTERS.  IT  KNOWS  IT 
rill  need  100  microprocessors,  100  hard  drives  and  so 
n— it's  simple  to  "explode"  out  the  litany  of  needed 
arts.  But  sometimes  IBM  works 
ackward,  asking:  With  the  parts 
have  in  stock,  which  products 
vjuld  we  build  for  the  best  profit? 
BM  calls  this  "implosion," 
nd  though  it  sounds  simple,  in 
act  it  is  a  complex  linear  pro- 
ramming  problem  with  tens  of 
lousands  of  variables.  IBM  Brenda  Dietrich, 
lakes  78,000  different  products  in  3  million  possible 
ersions.  "Mathematically,  it's  interesting.  You  have  a 
ery  large  number  of  variables,  and  you  have  to  think 
f  them  all  simultaneously,"  says  Brenda  Dietrich, 
ctor  of  mathematical  sciences  at  IBM  Research. 
And  so  Dietrich  and  other  IBMers  created— and 
tented— Watson  Implosion  Technology  (WIT),  named 
>r  IBM's  Thomas  J.  Watson  Research  Center  in  York- 
wn  Heights,  N.Y  WIT  starts  by  considering  what  parts 
has  in  stock  or  is  about  to  buy.  Then  it  charts  which 
ucts  those  parts  could  make.  For  each  possibility 
figures  out  which  other  parts  IBM  would  need  to  buy. 
most  are  in  stock,  great.  If  not,  that  combination  he- 
mes less  attractive.  It  also  factors  in  demand,  parts 
ailability  and  the  effect  of  holding  inventory. 
IBM  first  tried  this  in  1989  to  help  decide  which  circuit 
s  it  should  build.  Late  last  year  IBM  started  using  WIT 
tell  sales  reps  which  high-end  servers  they  should 
push.  Dietrich  says  WIT  helped  IBM's  server 
group  reap  $64  million  in  extra  sales  in  the. 
fourth  quarter  of  2002.  She  hopes  IBM  will  start 
using  it  in  other  areas.  —D.L. 


Daniel  Garst,  a  Philips  vice 
president. 

IBM  is  trying  to  get  more 
creative  in  refashioning  its 
"front  end,"  that  is,  its  inter- 
action with  customers.  And 
for  good  reason.  For  years 
IBM  has  lagged  behind  Cisco 
Systems  and  Dell  in  customer 
satisfaction  ratings.  "It's  a 
frustration  for  us,"  Moffat 
admits.  He  believes  his  team 
can  help.  IBM's  biggest  prob- 
lems involve  fulfillment.  Or- 
ders fall  through  the  cracks, 
some  parts  of  an  order  get 
lost  or  customers  get  billed 
for  things  they  didn't  order. 
Sales  reps  take  the  heat.  "I 
make  the  sale,  and  then  my 
nightmare  begins,"  is  what 
Moffat's  team  heard  over  and 
over  from  them. 

A  lot  of  IBM  orders  in- 
volve a  combination  of  prod- 
ucts— servers,  desktops,  lap- 
tops, data  storage  devices, 
software — and  each  of  those 
divisions  has  its  own  system 
for  tracking  orders.  So  the 
poor  sales  rep  has  to  know 
one  dialect  of  computerese  to 
track  servers,  another  to  track 
PCs,  and  so  on.  "Our  sales- 
people end  up  spending  al- 
most as  much  time  on  fulfill- 


The  right  management 
can  increase  the  storage 
capacity  of  your  existing 
infrastructure. 

BrightStor 

Storage  Management  Software 

More  hardware  can't  solve  increasingly 
complex  data  storage  problems.  That's 
why  BrightStor  storage  management 
software  has  a  full  suite  of  products  to 
manage  every  aspect  of  storage,  from 
maximizing  capacity  to  easy  data 
access.  The  result  is  lower  cost  of 
ownership  and  higher  ROI.  BrightStor 
is  also  seamlessly  integrated  and 
automated,  so  you  can  focus  on 
business,  not  details.  To  start  making  the 
most  of  your  IT  storage  environment,  go 
to  ca.com/storage. 

(@ 

Computer  Associates® 

©2003  Computer  Associates  International,  Inc.  (CA).  All  rights  reserved 


FORBES*   October  13,2003       121 


SELECT  A  (il^ll'ly 

FOR  YOUR  COMPANY  FOR  FREE!  ««».iorbes.com/ie 


Running  your  company  is  hard  enough. 

The  Forbes/IEDC  Business  Relocation  Guide  featuring  the  Corporate  Relocation  Calculator 
provides  a  faster,  smarter  way  to  make  expansion  and  relocation  decisions.  In  addition  to 
the  Calculator,  this  one-of-a-kind  resource  offers  instant  access  to  relocation  hot  spots, 
Forbes  research,  conference  resources,  a  site  selection  guide  and  links  to  Business 
Relocation  Guide  resources. 

It's  not  only  easy  —  it's  all  free  ...  from  Forbes  and  the  International  Economic  Development 
Council  —  the  one  source  for  economic  development  information.  Go  to  www.forbes.com/iedc 
and  give  the  Corporate  Relocation  Calculator  a  try  today.  Then  start  packing! 

Contact  Peter  Malic,  at  212-620-2224  for  more  information. 
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CAPITALIST  TOOL' 


The  IEDC  E  ticn  Guide  featuring  the  Corporate  Relocation  Calcule 

is  brought  to  orbes  and  these  featured  relocation  hot  spots: 
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New  York  City 
Economic  Oevelopment 
Corporation 
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i'  inpiewedc.com 


VIRGIN!/ 

HAMPTI 

roads; 

vws-w.hredi.cn 
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IBM 


"It  doesn't 
sound 
sexy,  but 
there  are 
some  really 
challenging 
math 
problems." 


rnt- related  issues  as  they 

selling  to  customers," 

ffat  says.  "Just  think 
at  would  happen  if  you 
lid  take  that  time  and 
e  it  back  to  that  sales- 
rson  to  be  in  front  of 
jtomers."  Gaining  even  a 
gle  point  in  customer- 
isfaction  ratings  versus 

rivals,  says  Moffatt, 
uld  be  worth  billions  of 
lars  in  revenue. 

Moffatt's     long-term 

i  is  to  create  a  single  sys- 

i  that  all  divisions  will 

for  tracking  customer  orders.  He  already 

started  doing  the  same  on  the  back  end, 
ere  IBM  buys  components.  In  the  past 
h  division  has  had  its  own  system  for  or- 
ing  parts.  So  a  supplier  who  sold  hard 
ves  to  IBM  used  one  electronic  form 
en  dealing  with  the  server  group,  another 
en  talking  to  the  PC  group.  Worse  yet, 
cs  in  one  IBM  division  sometimes  didn't 

w  what  was  going  on  inside  the  others. 

Building  a  unified  system  tor  the  front 
back  end>  will  be  a  first  step  toward 


Doing  More  With  Less 

|3M  inventories  reached  a  20-year  low  in  2002 
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iffat's  larger  goal  of  creating  a  system  in 
ich  90%  of  orders  can  be  processed, 
ilt,  shipped  and  billed  without  human 
ervention.  Every  order  will  ripple  back  to 
ipliers,  who  will  automatically  replenish 
relevant  parts.  That  new  system  will  in- 
ve  not  only  manufacturing  but  other 
ts  of  IBM,  such  as  service,  accounting 
d  billing,  sales  and  shipping,  even  design. 
riis  is  not  just  putting  tops  and  bottoms 


on  things,  it's  this  whole 
end-to-end  system,"  he 
says. 

In  Moffat's  dream  sys- 
tem, when  a  customer 
orders  100  ThinkPads,  the 
order  would  flow  auto- 
matically to  IBM's  plant  in 
Shenzhen,  where  the  lap- 
tops would  be  built 
overnight  and  shipped  the 
next  day,  while  60  suppli- 
ers would  already  be  ship- 
ping parts  to  replace  the 
depleted  inventory.  That 
is  tricky  enough  with  lap- 
tops. It  will  be  even  harder  to  pull  off  with 
orders  that  involve  multiple  products 
being  made  at  different  plants  in  different 
countries. 

IBM  has  mathematicians  working  on 
this  tricky  matter  (see  box,  p.  121).  "It 
doesn't  sound  sexy,  but  there  are  some 
really  challenging  math  problems,"  says 
Brenda  Dietrich,  director  of  mathemat- 
ical sciences  at  IBM  Research. 

The  researchers'  solutions  are  being  ap- 
plied outside  the  walls  of  IBM,  too.  Grace 
Lin,  a  Ph.D.  scientist  at  IBM 
Research,  developed  a  sense 
and  respond"  system  that 
uses  intelligent  software 
agents  and  complex  algo- 
rithms to  help  manage  pro- 
duction at  IBM's  new  cutting- 
edge  chip  factory  in  Fishkill, 
N.Y.  Earlier  this  year  Lin  left 
the  labs  in  Yorktown  Heights, 
N.Y.  and  joined  IBM's  Busi- 
ness Consulting  Services, 
where  she  spends  most  of  her 
time  on  the  road,  helping  cus- 
tomers use  her  stuff  in  their 
own  chains.  It  is  all  part  of  a 
ramping  up  at  IBM's  Business 
Consulting  Services  group  to  go  after  sup- 
ply-chain engagements.  Since  1999  the 
group  has  grown  from  a  few  hundred  con- 
sultants who  specialized  in  supply  chain  to 
several  thousand. 

A. decade  ago  IBM  looked  like  a  di- 
nosaur doomed  to  extinction.  Now  the 
company  has  not  only  recovered  but  is  find- 
ing ways  to  package  and  sell  its  own  mira- 
cle cure.  Pretty  clever,  those  dinosaurs.    F 
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The  right  management 
should  do  more  than 
just  protect.  It  should 
also  enable. 

eTrust™ 

Security  Management  Software 

With  eTrust  security  management 
software,  your  information  isn't  just 
safeguarded  from  internal  and  external 
threats.  We  provide  authorized 
customers,  partners,  and  employees 
with  the  appropriate  access  that  can 
help  your  business  grow.  In  addition 
to  securing  data,  eTrust  also  provides 
a  single  view  of  your  security 
environment,  so  you  can  make  real-time 
decisions  based  on  comprehensive 
information.  If  you're  looking  for  ways  to 
minimize  risk  while  maximizing  your 
potential,  go  to  ca.com/security. 
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IMAGINE  THE  LOOK  ON  YOUR  MEETING  PLANNER'S  FACE 

WHEN  YOU  SUGGEST  LAS  VEGAS 
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S      HARD      AS      WE      P  L  A 


TELL    THEM 
THAT   ALL    T 
THAT   YOUR    PEOP 
TO    BE    THERE    FOR 
ARE     NOT     MUTUALLY 


'iAT    MEETINGS    IN    LAS    VEGAS    ARE    OFTEN    BETTER    ATTENDED. 

STAFFS    TO    MAKE    SURE    EVERY    DETAIL    IS    COVERED. 

HURDER    WHEN    THEY    KNOW    THE    FUN    IS    GOING 

OR     NIGHT.     THAT      HARD     WORK"    AND     "LAS     VEGAS" 

LET    THEM     KNOW    IT'S    OK    TO    SUGGEST    LAS    VEGAS. 


L 


THEN  TELL  THEM  TO  VISIT  DM  OR  CALL  702-392-0711       OU'LL  BE  A  HERO   IN  THEIR   EYES. 
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Destination  Authorities 
Speak  to  Corporate  America 


Each  year  corporations  worldwide  spend 
more  than  S100  billion  on  offsite  meetings; 
conventioo  E  visitors  bureaus  help  them 
get  their  moneys  worth. 

By  Curtis  Rist 


By  any  measure,  the  task  facing  meeting  planner 
Brian  Kelley  was  a  prodigious  one.  As  the  Corvette  50th 
Anniversary  neared,  he  had  to  arrange  an  event  that 
would  draw  more  than  20,000  auto  fans  from  around  the 
world  and  include  a  parade,  two  rock  concerts  and  even 
a  visit  by  the  Goodyear  blimp. "  In  terms  of  extravaganzas, 
this  was  going  to  be  huge,"  says  Kelley,  of  the 
Minneapolis-based  Carlson  Marketing  Group.  "Planning 
an  event  of  this  size  requires  assistance  and  support. 
What  we  needed  was  a  partner." 


ADVERTISEMENT  2 


Meet  the  CVB  Dream  Team 


In  Kansas  City  last  July,  the  Contention  &  Visitors  Bureau 
Editorial  Advisory  Board  met  to  discuss  the  innovative  ways 
that  CYBs  can  help  corporations  plan  meetings  and  events. 
Highlights  of  this  round  table  appear  on  the  following  pages. 


With  a  telephone  call,  they  got 
it.  After  submitting  requests  for  pro- 
posals to  various  cities  around  the 
country,  the  organization  selected 
Nashville  —  in  large  part  because 
of  the  help  offered  by  the  Nashville 
Convention  &  Visitors  Bureau 
(CVB).  The  bureau  agreed  to  aid 
Kelley  and  his  organization  in  find- 
ing hotel  rooms  and  booking  enter- 
tainment space.  In  addition,  they 
offered  to  help  secure  all  the  per- 
mits for  the  parade  and  concerts 
and  to  assist  in  every  aspect  of 
what  would  turn  out  to  be  a  two- 
year  planning  process.  The  CVB 
even  assigned  a  staff  member  full- 
time  to  attend  to  the  details.  "From 
experience,  a  good  CVB  will 
the  gli  ie  that  brings  every- 
says  Kelley.  "In  the 
cast  they  saved  us 

hunr;  jsands  of  man- 

hours  rse  of  the  proj- 

ect." The  bout  working 

with  a  I  -r,  is  the  cost, 

he  adds:  "Ai  they  work  free 

of  charge  )e  the  best 

deal  in  Amer. 

Convention  isitors 

—  better  known  c 
one  of  the  undiscc 


in  the  world  of  corporate  meeting 
planning.  Long  known  to  profes- 
sional event  planners  such  as  the 
Carlson  Marketing  Group,  they  are 
often  overlooked  by  corporations 
themselves.  According  to  a  recent 
survey  by  Meetings  &  Conventions 
magazine,  nearly  two-thirds  of  all 
corporate  meetings  and  events  are 
planned  without  the  free  help 
offered  by  a  CVB.  "We're  sort  of 
under  the  radar  with  a  lot  of  corpo- 
rate meeting  planners,  which  is  a 
situation  we  are  working  to 
reverse,"  says  Steve  Moore,  presi- 
dent and  chief  executive  officer  of 
the  Greater  Phoenix  Convention  & 
Visitors  Bureau.  "We  offer  one-stop 
shopping,  can  save  time  and 
money,  and  offer  creative  solutions 
to  any  kind  of  meeting,  from  a  train- 
ing seminar  or  sales  meeting  to  a 
board  of  directors  retreat  or  a  city- 
wide  convention." 

Overall,  the  meeting  planning 
industry  is  an  enormous  one,  with 
global  sales  of  $102.3  billion,  accord- 
ing to  a  recent  survey  by  Meeting 
Professionals  International  (MPI)  and 
American  Express.  It  accounts  for 
approximately  27%  of  all  hotel  book- 

s  in  the  U.S.  alone.  "The  business 


of  meetings  is  big  business,"  says  Dr. 
Colin  Rorrie,  president  and  chief 
executive  officer  of  MPI.  "Face-to- 
face  meetings  are  here  to  stay." 

Never  has  the  time  been  better  to 
plan  one.  Because  of  low  hotel  and 
airfare  costs,  "it's  a  buyer's  market 
out  there,"  says  Rachel  Sacco,  presi- 
dent and  CEO  of  the  Scottsdale 
CVB.  "You  can  get  the  best  values 
right  now,  and  we're  seeing  a  big 
spike  in  the  number  of  companies 
that  are  realizing  that  and  taking 
advantage  of  it."  At  the  same  time, 
they're  beginning  to  realize  the  ben- 
efits of  contacting  a  CVB. 

WHY  A  CVB?  I 

The  roots  of  present-day  convention 
&  visitors  bureaus  can  be  traced  to 
1895,  when  local  businesses  in 
Detroit  banded  together  to  promote 
the  city  as  a  convention  destination 
—  creating  a  group  that  has  since 
evolved  into  the  Detroit  Metro  CVB. 
In  the  century  since,  many  more 
have  sprung  up,  and  now  most 
areas  of  the  country  and  many  parts 
of  the  world  are  represented. 
The  International  Association  of 
Convention  &  Visitor  Bureaus,  or 
IACVB,  currently  has  more  than  500 
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3UELY  SAN  ANTONIO 

Ining  the  relaxing  enchantment  of  the  Rjver  Walk  and  a  vibrant,  colorful  spirit  of  celebration,  San  Antonio  has  a  distinct 
all  its  own.  Escape  to  a  place  where  a  special  blend  of  culture,  cuisine  and  attractions  create  an  atmosphere  that  will  please 
ilate.  It's  a  haven  for  unique  possibilities,  from  a  dinner  cruise  on  the  river,  to  the  beautiful  golf  courses  of  the  Hill  Country,  to 
htic  cultural  events  and  more.  Get  a  taste  of  the  San  Antonio  experience  at  SanAntonioVisit.com  or  call  1-800-447-3372  ext.  76719. 


sana  toniovisit.c 
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President  ♦  Anaheim/Orange  County  Visitor  E  Convention  Bureau 

"For  a  corporation  planning  a  meeting,  the  CVB  is  the  most 
I   valuable  tool  there  is.  We  save  time  and  money.  We  help  get 

to 

the  best  deal  possible.  And  we  reduce  the  margin  of  error." 


CVBs  as  members  in  30  countries. 
Funded  in  part  by  hotel  and  motel 
taxes  (which  is  why  they  can  work 
for  free),  CVBs  have  a  mandate  to 
bring  people  to  their  area  without 
promoting  specific  hotels,  restau- 
rants or  other  venues.  "One  of  the 
best  things  about  us  is  that  we 
become  a  source  of  unbiased  help," 
says  Dennis  Edwards,  senior  vice 
president  for  the  Greater  Fort 
Lauderdale  CVB.  "We  want  to  satis- 
fy corporate  clients  so  that  they  will 
come  to  our  city  again  and  again.  We 
become  partners  with  them  to  make 
sure  their  meeting  or  event  is  a  suc- 
cess." Five  additional  advantages  of 
working  with  a  CVB  include: 

Nobody  knows  a  destination 
better  than  a  CVB.  Bureaus  serve 
as  the  "Voice  of  a  Destination," 
says  Spurgeon  Richardson,  presi- 
it  and  chief  executive  officer  of 
'"■  lanta  CVB.  "We  know  the 
id  we  know  the  people 
create  the  best  meet- 
he    says.   This 
+he  names  of 
ommodate  a 
'so  sites  for 
ac;  ance  the 

ovei  Tipany.  The 


bureaus  also  know  exactly  whom 
to  contact  in  city  government  if 
anything  is  needed.  "If  road  con- 
struction is  going  on  outside  a 
hotel  during  a  meeting,  we  can 
make  a  call  to  minimize  any  inter- 
ference," he  says. 
A  CVB  saves  meeting  planners 
time  and  money.  "We  will  do 
your  legwork  at  no  cost  —  what 
a  deal!"  says  Charles  Ahlers, 
president  of  the  Anaheim/Orange 
County  Visitor  &  Convention 
Bureau.  A  meeting  planner  in 
New  York  City,  for  instance,  can 
make  one  call  to  a  CVB  in 
California  and  have  it  respond 
with  a  list  of  hotels,  conference 
space  and  possible  activities  that 
can  form  the  basis  for  a  meeting 
schedule.  "You  would  have  to 
send  somebody  here  for  a  week 
to  find  that  out  on  their  own. 
Instead,  it's  our  job  to  do  the  task 
for  them,"  says  Ahlers. 
A  CVB  can  help  personalize 
meetings.  "We  specialize  in 
knowing  everything  about  a 
city's  assets,  opportunities,  char- 
acter, entertainment  possibili- 
ties, resources  and  best  deals," 
says    Linda    Howell    DiMario, 


president  and   chief  executive 
officer  of  the  Arlington,  Texas/ 
CVB.  This  includes  services  like 
finding  keynote  speakers  as  welt 
as  helping  to  arrange  activities 
such  as  a  night  at  the  ballpark,  z 
golfing  clinic,  a  day  at  the  spa  or 
the  beach,  or  a  visit  to  a  rodeo. "! 
even  found  one  company  a  box- 
ing kangaroo,  which  it  wantec 
to  make  a  point  about  one  ot 
its  new  products  at  an  opening 
session,"  says  DiMario.  "There'j 
nothing  we  won't  try  to  help  with." 
♦  A  CVB  will  treat  every  request 
confidentially.  "Corporation; 
sometimes  tend  to  be  skeptica 
of  CVBs,  afraid  that  if  they  call  J 
they'll   be  flooded   with   pam 
phlets  and  telephone  calls  as  r 
they  had  called  up  the  chambe 
of    commerce,"    says   Williarr 
Peeper,  president  and  chief  exec 
utive  officer  of  the  Orlando/Orang* 
County  CVB.   Instead,   moden 
CVBs  will  honor  a  meeting  plan 
ner's  request  for  confidentiality 
"If  they  want  to  hear  directl' 
from  the  hotels  that  can  accorr 
modate  them,   that's  fine,"   hi 
adds.  "But  if  they  would  rathe 
hear  only  from  us,  and  have  u 


Amazing  what  you  can  do  here.    [PMX 


We-Ko-Pa  Golf  Course 


Roll  out  the  green  carpet. 


::;,--' .  v:. 


GoUKev 


Ren  aid  yam  lap  pei/aimeis  talh  over  200  championship  gaff  courses,  world-class 
resorts,  luxurious  day  spas,  gourmet  dining,  and  dramatic  sunsets  -  all  rolled  into  one. 
For  those  who  dream  big.  the  majestic  beauty  and  endless  luxury  of  the  Sonoran  Desert  is 
the  ultimate  reward.  For  details,  go  to  visitphoenix.com  or  call  866-705-755?. 
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President  C  Chief  Executive  Officer  ♦  Greater  Madisflii  Convention  d  Visitors  Center 

"Corporate  executives  need  to  recognize  that  the  meetings  they 
produce  are  actually  one  of  their  'products'  and,  therefore,  are  a 
reflection  of  their  company  and  their  company's  product  or 
services.  As  partners  in  producing  their  meetings,  CVBs  will 
make  sure  their  meeting  reflects  exactly  what  they  want,  so  they 
get  the  very  highest  return  on  their  investment." 


act  as  the  go-between  with  the 
hotels,  that's  fine,  too."  A  CVB 
can  also  help  provide  security 
and  privacy  for  those  companies 
or  individuals  who  may  not  want 
to  announce  their  presence  in 
a  city. 

A  CVB  can  assist  with  all 
aspects  of  a  meeting.  Working 
with  corporate  clients,  CVBs  are 
prepared  to  volunteer  in  major 
ways  to  assist  with  an  event. 
This  can  include  helping  with 
hotel  registration,  assisting  with 
ground  transportation,  finding 
group  airfare  discounts,  arrang- 
ing special  events,  providing  pro- 
motional materials,  positioning 
welcome  banners  and  street- 
pole  banners  around  the  city  and 
even  stationing  welcome  dele- 
gates at  the  airport  to  greet  con- 
ference attendees.  "There  is  no 
to  the  of  things  we 

provide  Dan  Fenton, 

president  ai  itive  offi- 

ce: o1  the  Si  case 

in  pom;   Hi  ently 

helped   an 
generate  $- 

sponsorship^.;  -da 

conference  of  its 


As  independent  organizations, 
convention  &  visitors  bureaus 
around  the  country  and  the  world 
vary  in  what  specific  strengths 
they  have  that  will  help  a  corpora- 
tion plan  a  meeting.  "Yet  no  matter 
what  the  specifics,  they  are  all  ded- 
icated to  helping  companies  pro- 
duce successful  events  —  whether 
it's  a  board  of  directors  meeting  that 
involves  10  people,  or  a  citywide 
convention  that  involves  10,000," 
says  Michael  D.  Gehrisch,  president 
and  chief  executive  officer  of  the 
International  Association  of  Con- 
vention &  Visitor  Bureaus.  "The 
message  I  want  to  make  clear  is  that 
your  business  is  our  business."  Here 
is  a  roundup  of  some  of  the  ways 
CVBs  can  offer  their  assistance. 

ALEXANDRIA.  VIRGINIA 

What  is  one  of  the  most  appealing 
aspects  of  scheduling  a  meeting  in 
Alexandria,  Virginia?  "It  really  is  only 
10  minutes  from  Reagan  National 
Airport"  in  Washington,  D.C.,  says 
Karen  Stamm,  the  deputy  director 
of  a  physicians'  scholarship  program 
that  has  met  there  two  years  in  a 
row.  And  another  positive  aspect? 
The  charming  location.  With  its  pic- 


turesque streets  and  historic  sea- 
port, the  area  contains  not  just  hote 
and  meeting  space  but  a  wealth  of 
restaurants,  shops  and  places  for 
after-hours  fun. 

When    Stamm    first    visitec 
Alexandria  in  2001  for  a  site  inspec- 
tion of  three  hotels,  she  was  met  at 
the  airport  by  Lorraine  Lloyd,  vice 
president  of  sales  of  the  Alexandria 
Convention  &  Visitors  Association. 
In  addition  to  driving  her  to  appoint-' 
ments  at  each  of  the  three  hotels, 
"she  gave  me  a  quick  tour  of  the 
city,  showing  me  places  that  might 
interest  our  meeting  participants,' 
Stamm   says   of   Lloyd.    "When 
found  that  some  of  the  hotels'  facil- 
ities were  not  ideally  suited  to  oui 
needs,    Lorraine   quickly   arrangec 
site  visits  of  other  possible  loca- 
tions, and  faxed  those  hotels  oui 
meeting    specifications    so    the\ 
could  be  knowledgeable  about  oui 
needs  when  I  walked  in  the  door.' 
So  successful  was  the  first  meet 
ing  that  the  scholarship  progran 
held  its  annual  event  in  Alexandra 
a   second   time.    Stamm's   advice 
to    anyone    planning    a    meetinc 
there:  "Make  Lorraine  Lloyd  you 
first  call!" 
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Presenting  108,000-pfus 
square  feet  of  exhibit  and 
exhibit  pre-function  space 
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radlcd  by  the  shores  or  the  Chesapeake  Bay,  t 
of  Hampton  will  open  its  doors  in  2005  to  welcome 
Jtings  and  groups  to  its  state-of-the-art  convention 
lity.  The  Hampton  Roads  Convention  ('enter  will  be 
centerpiece  of  meeting  and  event  hospitality  within  a 
■ant  atmosphere.  The  center's  exterior  showcases  a 
bquil  park  setting  with  glistening  canals  that  mirror 
waterways  that  encircle  Virginia's  coastal  cities.  The 
ace  is  ideal  for  pre-function  receptions  and  outdoor 
its.  Convene  in  Hampton — where  our  water  breaks 
•:  on  a  whole  new  meaning. 

for  a  facility  diagram  and  more  information,  contact  OUT 

conference  sales  team  at 
1-800-487-8778. 
Visit  our  website  for 
an  online  RFP  at 
www.hamptoncvb.cor 


Within  the  344,000  square  foot 

convention  center,  an  intimate 

13,000  square  foot  conference 

center  provides  seating  for  950 

theater  style,  plus  adjacent  <* »'  t »  a    e  1 1 «  *  -f 

meeting  rooms 


Meeting  space  for  10-14,000 
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A  28,000  square  foot  ballroom 
with  banquet  seating  for  3,000 
"and  accompanying  break-out 
space 


Cyber  Cafe  and  Business  Center     ""n  q'ctl^n  r 

conveniently  located  in  the  main 

atrium 

Eleven  loading  docks  with  three 
oversized  freight  loading  doors 
for  expedient  exhibitor  move-in 
and  move-out 


The  Hampton  Roads 

C o  n  v c  n  tion    C c  n  t c  r 
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LINDA  HOWELL  DlMAMO 

President  (1  Chief  Executive  Officer  ♦  Arlington,  Texas,  Convention  C  Visitors  Bureau 

"Most  corporate  meeting  planners  perform  their  planning 
functions  as  but  one  of  many  assignments  and  responsibilities. 
In  one  phone  call  or  e-mail,  CVBs  can  listen  to  their  needs  and 
expectations  and  collect  history.  Then  we  can  customize  a  lead 
that  is  sent  to  qualified  hotels  and  facilities  that  agree  to  respond 
to  their  timeline  —  sometimes  within  hours  of  the  conversation." 


COLONIAL  WILLIAMSBURG.  Virginia 

Not  all  organizations  that  function  as 
"convention  &  visitors  bureaus" 
have  this  particular  title.  In  fact,  a 
well-run  collection  of  hotels  and  tav- 
erns —  such  as  those  that  fall  under 
the  purview  of  Colonial  Williamsburg 
Hotels  —  can  often  offer  a  great  deal 
to  the  corporate  client. 

Colonial  Williamsburg  Hotels 
operates  more  than  1,100  sleeping 
rooms,  including  those  at  the  flag- 
ship Williamsburg  Inn  and  the 
renowned  Williamsburg  Lodge. 
Simply  offering  great  rooms  and 
conference  accommodations  isn't 
enough,  however.  The  group  fol- 
lows through  in  helping  plan  mem- 
orable events  with  Colonial- 
inspired  twists.  "When  you're  here, 
you  definitely  want  to  be  in  the  spir- 
it of  the  18th  century,"  says  Tom 
Spong,  director  of  marketing.  "We 
spend  so  much  time  moving  quickly 
these  days.  It  gives  a  chance  for 
everyone  to  slow  down,  yet  still  be 
very,  very  productive." 

One  way  of  ensuring  this  is 
through  the  ization's  planning 

group  called  Revolutionary  Events. 
"This  is  for  a  client  wl  calls  saving, 
'Hey,  we  really  war,'    o  do  some- 


thing memorable  for  our  meeting,' " 
says  Spong.  "We  ask  what  they're 
trying  to  do,  then  find  a  way  to  mir- 
ror what  their  goals  are  and  tie  it  in 
with  historical  events."  This  might 
include  a  speech  by  a  Colonial  char- 
acter such  as  Thomas  Jefferson  or 
Patrick  Henry,  complete  with  themes 
relevant  to  the  company.  Or  a 
Colonial  balladeer  might  enter  bear- 
ing a  special  message  for  the  group, 
or  a  town  crier,  dressed  in  authentic 
garb,  might  lead  a  procession  to  din- 
ner at  a  historic  tavern,  complete 
with  a  fife  and  drum  corps.  "When 
you  come  to  Williamsburg,  you're 
here  to  live  and  breathe  the  spirit  of 
that  time,"  says  Spong. 

Of  particular  interest  for  corpo- 
rate meetings  is  a  group  of  historic 
houses  and  taverns  with  small 
suites  of  meeting  rooms  and  guest 
rooms.  One  is  Providence  Hall 
House,  with  a  dining  room  that 
seats  70,  a  brick  patio  facing  a  golf 
course  and  a  suite  of  rooms  that 
provides  a  most  unique  setting  for  a 
board  of  directors.  "The  beauty  is 
that  it  becomes  the  headquarters  for 
a  board  when  they're  here  —  and 
gives  spouses  tremendous  freedom 
and    wonderful    opportunities   for 


touring  the  historic  sites,  homes, 
gardens  and  museums  of  Colonial 
Williamsburg,"  Spong  says.  This  can 
include  a  privately  organized  tour  of 
the  gardens  of  Williamsburg,  golfing 
or  other  sightseeing.  "Whatever  the 
business  event,"  says  Spong,  "we 
help  turn  it  into  a  historic  success." 


■ 


One  of  the  most  valuable  services 
a  CVB  can  provide  is  consistency. 
"As  soon  as  a  meeting  is  definite,  j 
we  assign  a  service  manager  who 
essentially  shadows  the  customer 
through  the  entire  process,"  says 
Richard  Scharf,  executive  vice  presi- 
dent, sales  and  marketing,  of  the 
Denver  Metro  Convention  &  Visitors 
Bureau.  "That  way  the  meeting  plan- 
ner has  a  team  to  work  with  from 
the  beginning,  and  doesn't  have  to 
retell,  and  retell,  and  retell  the  same 
story  to  various  staff  members.  Itl 
streamlines  the  challenge  of  plan- 
ning an  event." 

The  Denver  Metro  CVB  excels  at 
being  what  Scharf  calls  a  destina- 
tion manager.  "Many  times  groups 
coming  into  this  city  are  not  aware 
of  the  different  agencies  they  have 
to  work  with  to  put  a   meeting 


IR  COMPLIMENTARY 
^VIEETING   SERVICES 
'ILL  SAVE   YOU   TIME 
AND  MONEY. 


T     TO     MENTION     THAT     LITTLE 
THING     CALLED     SANITY.) 

>iego  offers  a  wide  variety  of  flexible 
ng  sites,  from  coastal  resorts  and 
t  mountain  inns  to  bustling  urban 
•s.  With  1 1 8  conference  hotels  in  1 2 
t  regions,  and  endless  options  for 
ition  on  the  side,  this  meeting  par- 
is  perfect  for  groups  of  ten  to  1,000. 

vith   so  many  options,  where  do 
art? 

s.  With  nearly  two  dozen  destination 
ts  available  to  help  you  free  of 
te,  the  San  Diego  Convention  & 
rs  Bureau  is  your  meeting  savior, 
her  you  need  site  selection  services, 
iance  promotion  materials,  restaurant 
entertainment  options,  or  unique  in- 
on  the  destination,  our  team  is  ready 
come  an  extended  member  of  yours. 

»ct  Sandra  Veum,  Director  of  Sales,  at 
'>44.MEET  or  sveum@sdcvb.org  today. 

v  dleco  ranked  "best  place  for 
Business  and  Careers,"  Forbes 
acazine/Milken  Institute,  2002 
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San  Diego  -  a  city  for  all  seasons  and  all  meeting  types.  Renowned  for  its 
year-round,  near-perfect  climate  and  unsurpassed  lifestyle,  San  Diego  is  among 
the  nation's  most  desirable  destinations. 

San  Diego's  skyline  is  in  the  midst  of  transformation,  with 
new  office  space  and  residential  living  injecting  life  into  the 
urban  core.  The  Gaslamp  Quarter  is  abuzz  with  a  diverse 
spectrum  of  restaurants,  lounges,  nightclubs,  unusual 
boutiques  and  established  retail  favorites.  In  nearby  East 
Village,  construction  of  Petco  Park,  the  San  Diego  Padres' 
new  baseball  stadium,  is  in  full  swing  and  scheduled  to 
open  in  spring  2004.  And  framing  downtown  is  San  Diego 
Bay,  a  sparkling  waterfront  with  architectural  landmarks 
including  the  acclaimed  San  Diego  Convention  Center. 

Creativity  flourishes  under  San  Diego's  sunny  skies,  from 
Broadway  productions, Tony  Award-winning  theatres  and 
world-class  opera,  to  galleries,  museums  and  festivals. 
Balboa  Park,  the  largest  urban  cultural  park  in  the 
United  States,  has  even  been  called  the  "Smithsonian  of 
the  West." 

San  Diego  is  a  golfer's  dream,  with  92  courses  offering 
a  wide  range  of  play  and  pricing  throughout  the  region. 
Overlooking  the  Pacific  Ocean, Torrey  Pines  Golf  Course, 
home  to  the  PGA's  annual  Buick  Invitational,  was  recently 
selected  to  host  the  2008  U.S.  Open.  San  Diego  is  also 
home  to  many  major  golf  manufacturers. 

World-famous  attractions,  including  the  San  Diego  Zoo, 
San  Diego  Wild  Animal  Park,  SeaWorld  Adventure  Park 
and  LEGOLAND  California,  coupled  with  70  miles  of 
beaches,  and  historical  landmarks,  like  Old  Town  State 
Park  and  Cabrillo  National  Monument,  makes  San  Diego 
a  family  favorite. 

And  while  everything  under  the  sun  is  fun  in  San  Diego,  the  region  is  also  recognized 
as  an  academic  and  research  center.  Fii  st  class  institutions  including  the  University  of 
California  San  Diego,  Salk  Institute,  Scripps  Institute  of  Oceanography  and  Scripps 
Clinic,  along  with  the  nation's  fastest-growing  biomedical,  high-tech  and  telecommu- 
nications industries  cement  San  Diego  on  the  forefront  of  science  and  technology. 

So  the  next  time  your  business  or  board  meeting,  sales  or  staff  retreat,  calls  for  inspi- 
ration and  innovation,  select  San  Diego.  And  find  out  what  everyone's  talking  about. 
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Senior  Vice  President  ♦  Greater  Fort  I ..audcrdale  Convention  £  Visitors  Bureau 

"A  good  CVB  treats  everyone  like -a  valued  customer,  whether 
it's  a  group  of  1 ,000  people  or  a  group  of  10.  From  our 
perspective,  you  never  know  if  that  group  of  10  may  have 
a  large  influence  on  others  coming  to  an  area.  It's  the  best 
way  of  doing  business,  and  everyone  benefits." 


together,"  or  the  variety  of  options 
available  to  them,  he  says.  Through 
the  experience  of  organizing  thou- 
sands of  meetings,  the  CVB  knows 
exactly  what  steps  need  to  be  taken 
to  ensure  a  successful  meeting. 
"It's  like  the  MasterCard  commer- 
cial: The  cost  of  putting  together  a 
meeting  in  terms  of  housing,  food 
and  transportation  is  one  thing.  But 
understanding  a  destination?  That's 
priceless."  Working  with  one  com- 
pany to  plan  a  large  meeting,  for 
instance,  the  CVB  helped  it  navigate 
a  road  construction  project  going  on 
in  front  of  the  hotel  and  convention 
center.  "We  were  able  to  work  with 
the  city  to  guarantee  that  specific 
access  points  would  remain  open 
and  also  beautify  the  street,"  says 
Scharf.  "Those  are  the  sorts  of 
details  that  become  invaluable  to 
the  success  of  a  meeting." 

Fi   n 

The  I  ,  Fort  Lauderdale  CVB 
is  ac<  )  providing  person- 
al care  in  hi  i  a  ompany  plan  a 
meeting  rts  a  very 
beginning,  inner 
is  lookn..  tim  i,"  savs 
Dennis  Ed.  s  senior 


vice  president.  "We  assist  them 
in  finding  hotels  that  meet  their 
requirements,  attaining  proposals 
and,  once  they've  narrowed  down 
the  field,  bringing  them  down  here 
and  personally  escorting  them  to 
on-site  inspections.  We  help  save  a 
lot  of  time  and  effort,  and  spare 
them  redundancy." 

Once  the  planner  has  selected  a 
venue,  the  Greater  Fort  Lauderdale 
CVB  continues  to  offer  help.  For 
larger  meetings  that  involve  more 
than  one  hotel,  the  bureau  offers 
online  conference  and  hotel  regis- 
tration, "which  turns  this  into  a 
seamless,  one-step  operation,"  says 
Edwards.  Beyond  hotel  logistics, 
the  bureau  works  to  make  special 
events  a  reality.  One  recent  phar- 
maceuticals meeting  culminated 
with  a  fireworks  display  and  a  mem- 
orable party  on  the  beach.  "As  hap- 
pens again  and  again,  we  were  the 
key  contact  to  secure  the  needed 
park  permits  and  liquor  license  and 
make  life  a  whole  lot  easier  for  the 
meeting  planner,"  says  Edwards. 
'We're  able  to  do  this  because  of 
)ur  history  and  rapport  with  the 
/arious  government  agencies;  it's 
II  part  of  our  job." 


(HlliATi  LOUISVILLE,  Kentucky 

With  the  economic  downturn,  the 
Greater  Louisville  CVB  has  focused 
on  increasing  its  quality  of  service 
to  businesses.  "Before,  many  CVBs 
were  interested  mostly  in  larger 
citywide  conferences,  but  now  we 
pay  attention  to  everyone  — 
whether  a  meeting  planner  wants  to 
book  3,000  rooms  or  30  rooms  or 
even  three  rooms,"  says  Karen  S. 
Williams-Goetz,  the  executive  vice 
president.  "We  have  to  be  every- 
thing to  everyone."  Such  determina- 
tion has  paid  off:  This  year,  the 
Greater  Louisville  CVB  received  the 
coveted  Meetings  &  Conventions 
magazine's  Gold  Service  Award. 

For  businesses  planning  an  event 
in  Louisville,  the  appeal  goes  far 
beyond  the  Kentucky  Derby  held 
here  each  May.  "We  may  not  be  at 
the  top  of  everyone's  radar  screen, 
but  we  do  have  a  great  deal  to  offer," 
says  Williams-Goetz.  One  advantage 
is  location.  The  city  is  a  day's  drive 
"from  60%  of  the  U.S.  population, 
which  makes  it  very  convenient  for 
regional  or  national  conventions." 
Second,  it's  an  affordable  city, 
"which  is  one  of  our  major  selling 
points,"  she  says.  The  area  also  has 


Making  a  million  dollar  deal  can  be  exciting. 
Particularly  when  you're  surrounded  03?  a  million  dollar  view. 

Let  the  destination  experts  at  the  Scottsdale  CVB  make  sure  your  next  meeting  is  a  success.  We'll  start  by 
providing  information  on  all  the  services  you  need  for  a  worry-free  meeting.  And  by  working  directly 
with  you,  we  can  make  sure  you  save  time  and  money  on  every  aspect  of  your  meeting.  To  host  your 
next  meeting  in  Scottsdale,  contact  the  destination  experts  at  866-227-0307  or  visit  srottsdalecvb.com. 
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Scottsdale 

Convention  &  Visitors  Bureau 
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MICHAEL  D.  GEHHISCH 

President  g  Chief  Executive  Officer  ♦  International  Association  of  Convention  G  Visitor  Bureaus! 

"CVBs  excel  at  maintaining  confidentiality  about  an  event, 
|   particularly  when  a  corporation  is  planning  a  product  launch 
o    or  considering  a  relocation.  In  many  cases,  discretion  is  a  prime 
£    concern  and  we  take  it  very  seriously" 


@ 


hotel  and  meeting  space  on  par 
with  that  of  a  top-tier  city.  This 
includes  the  Gait  House  Hotel  & 
Suites,  which  recently  underwent  a 
$60  million  renovation,  along  with  a 
new  600-plus-room  Marriott  Hotel 
that  will  open  in  2005.  "All  of  these 
are  connected  by  the  PedWay,  which 
is  a  covered  walkway  that  makes  it 
easy  to  get  around  regardless  of  the 
weather,"  Williams-Goetz  says.  In 
addition,  Louisville  offers  plenty  of 
distractions,  including  the  new 
Fourth  Street  Live  entertainment  dis- 
trict, the  first  part  of  which  is  sched- 
uled to  open  in  the  spring.  "This  will 
give  meeting-goers  even  more  to  do 
in  an  already  lively  city,"  she  says. 

GREENSBORO,  NORTH  CAROLINA 

Located  in  the  heart  of  North 
Carolina,  Greensboro  has  turned  into 
a  thriving  center  for  corporate  meet- 
ings and  events.  Part  of  this  is  due  to 
the  city's  convenient  location.  "All 
roads  lead  to  Greensboro,"  says  Gail 
Murphy,  director  of  marketing  for 
the  Greensboro  Area  Convention 
&  Visitors  Bureau  This  includes 
Interstates  85  and  40,  which  make 
the  city  an  easy  reach  from  Ch  -■  lotte, 
Winston  Salem,   Dui  ,,gh 


and  beyond.  In  addition,  the  city  has 
the  state's  third-largest  airport,  mak- 
ing possible  one-stop  flying  to  other 
airports   in   the   region.   "Whatever 


they  need,  we  help  them  find  it  — 
whether  it's  accommodations,  places 
to  play  golf,  maps,  brochures,  even 
the  smallest  details,"  says  Murphy. 

Beyond  this,  however,  Greensboro 
has  attained  a  reputation  as  a  place 
of  interest  in  its  own  right.  "We  can 
help  companies  find  accommoda- 
tions and  meeting  space  for  their 
events,"  adds  Murphy.  "And  we're 
also  very  good  at  helping  them 
come  up  with  clever  ideas  for  how 
to  use  their  free  time."  Greensboro 


has  a  keen  awareness  of  history.  It's 
the  site  of  the  nation's  first  com- 
memorated Revolutionary  War  bat- 
tlefield, as  well  as  the  site  of  the 
original  sit-ins  during  the  Civil  Rights 
demonstrations  in  the  1950s  and 
1960s.  "For  spouses  and  families 
who  come  to  visit,  there  are  great 
things  for  them  to  do  as  well," 
says  Murphy,  including  a  children's 
museum,  a  water  park  and  the 
nearby  Richard  Petty  Museum, 
which  houses  racing  cars,  trophies 
and  other  memorabilia.  "In  addition 
to  everything  else,  this  is  NASCAR 
country,"  says  Murphy.  "There's  no 
limit  to  what  can  be  found  here." 

THE  GROVE  PARK  INN  RESORT  C  .SPA, 
North  Carolina 

The  Grove  Park  Inn  Resort  &  Spa  is 
one  of  the  American  Souths  oldest 
and  most  famous  grand  resorts.  Built 
in  1913  overlooking  the  Asheville, 
North  Carolina,  skyline  and  the 
Blue  Ridge  Mountains,  the  inn  is  a 
favorite  year-round  destination  for 
both  leisure  and  business  guests. 
Its  splendid  views,  Old  World 
charm,  peerless  amenities  and 
long  tradition  of  exceptional  serv- 
ice and  hospitality  make  it  a  place 
(Continued  on  page  17) 
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WHAT    MAKES    A    CORPORATE    MEETING    SUCCESSFUL? 
Productivity  —  and  a  lot  of  fun.  Orlando  has  that,  plus,  everything  else  that 
makes  a  meeting  site  great:  incredible  corporate  meeting  facilities;  a  vast 
array  of  accommodations;  after-meeting  activities;  dining  options;  a  great 
climate  and  warm  hospitality;  all  of  which  result  in  higher  attendee  morale, 
at  a  price  to  meet  your  budget. 

As  your  personal  planning  partners,  all  of  us  at  the  Orlando/Orange  County 
Convention  &  Visitors  Bureau,  Inc.  pledge  to  make  your  job  easier,  at  no  extra 
cost.  Your  personal  sales  executive  will  help  secure  the  perfect  meeting  site 
that  fulfills  your  specifications.  And  when  it's  time  to  make  a  site  visit,  we'll 
custom  tailor  your  itinerary,  secure  accommodations  and  accompany  you 
every  step  of  the  way.  Further,  your  destination  meeting  services  representative 
will  provide  all  the  support  you  could  possibly  imagine:  arranging  for  local 
transportation;  selecting  off-site  venues;  hiring  a  photographer  or  anything 
else  you  may  need.  Most  importantly,  we'll  continually  ask  ourselves,  how 
can  we  make  your  meeting  successful? 

Start  planning  now;  simply  visit  our  Web  site  and  send  us  your  RFP.  We  promise 
immediate  acknowledgement  and  will  provide  requested  information  on  your 
timeline.  Or,  if  you  prefer,  just  give  us  a  call  to  have  a  sales  executive  go  to 
work  for  you. 


CALL  407-363-5847 

E-MAIL      sales@orlandocvb.com 

WEB  www.orlandoconvention.com 


ft 


Special  Advertising  Section 

"ORLANDO    is  a  very  well-rounded  city  and  a  great  meeting  destination 

offering  many  wonderful  options  for  off-site  events  and  hotels,  professional 

staff  and  excellent  service.  Orlando  knows  how  to  make  a  group  feel  right  at  home." 

— Mike  Kadel.  Marketing  Manager,  Dixon  Industries,  National  Dealer  Sales  Meeting 
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6700  Forum  Drive,  Suite  100  •  Orlando,  FL  32821 
www. orla  ndoconvention.com 

Orlando's  fun  factor  has  given  rise  to  an  unparalleled  infrastructure  for  the  convention  and  meetings  industry. 


HOTEL 

ADAM'S  MARK  ORLANDO 

www.adamsmark.com/orlando 

CARIBE  ROYALE  ALL  SUITES  RESORT  &  CONVENTION  CTR 

www.cariberoyale.com    (*as  of  fall  2003) 

EMBASSY  SUITES  HOTEL  LBV  RESORT 

www.embassysuitesorlando.com/mtg 

EMBASSY  SUITES  HOTEL  ORLANDO  INTL  DR/CONV  CTR 

www.embassysuitesorlando.com/mtg 

GAYLORD  PALMS  RESORT  &  CONVENTION  CENTER 

www.gaylordhotels.com 

GROSVENOR  RESORT  IN  THE  WALT  DISNEY  WORLD  RESORT 

www.grosvenorresort.com 

HOTEL  ROYAL  PLAZA  IN  THE  WALT  DISNEY  WORLD  RESORT 

www.royalplaza.com 

HYATT  ORLANDO 

www.orlando.hyatt.com 

HYATT  REGENCY  GRAND  CYPRESS 

www.hyattgrandcypress.com 

HYATT  REGENCY  ORLANDO  INTERNATIONAL  AIRPORT 

www.orlandoairport.hyatt.com 

JW  MARRIOTT  ORLANDO,  GRANDE  LAKES 

www.grandelakes.com 

OMNI  RESORT  AT  CHAMPIONSGATE 

www.omnihotels.com 

ORANGE  COUNTY  CONVENTION  CENTER 

www.orlandoconvention.com     (*as  of  fall  2003) 

ORLANDO  MARRIOTT  DOWNTOWN 

www.marriotthotels.com 

THE  PEABODY  ORLANDO 

www.peabodyorlando.com 

RADISSON  HOTEL  ORLANDO  AT  THE  ENTRANCE  TO  UNIVERSAL 

www.orlandoradissonhotel.com 

THE  RIT2-CARLT0N  ORLANDO,  GRANDE  LAKES 

www.ritzcarlton.com 

THE  ROSEN  CENTRE  HOTEL 

www.rosencentre.com 

THE  ROSEN  PLAZA  HOTEL 

www.rosenplaza.com 

ROSEN  S  SHING'.E  CREEK  RESORT  &  GOLF  CLUB 
www.shingleci  eekresort  c  om 

SEAWORLD  ORLANDO 
www.seaworld.corn       *a  .  of  fali  2003) 

SHERATO! 

www.:;h:- 

SHERATOl;         Rl 

www.sheir 

UNIVERSA 

www.univer;-   ■ 


WALT  DISNE , 

www.disneymeet.ni 

WALT  DISNEY  WORL.. 

www.swandolphinmet:. 

WYNDHAM  ORLANDO  RE? 

www.wyndham.coni  hotels 

WYNDHAM  PALACE  RESOF    8  SPA  tr 

www.wyndhampalaceresor  i 
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PHONE 
407-859-1500 

407-238-8000 

407-239-1144 

407-581-4275 

407-586-MEET 
800-522-3272 
407-827-3735 
407-396-5024 
407-239-1234 
407-825-1234 
407-529-2250 
321-677-6664 
800-345-9845 
407-843-6664 

800-42-DUCKS 

407-843-8693 

407-529-2255 

800-800-9840 

800-366-9700 

866-996-9939 

407-363-2200 

407-239-0444 
X1160 

800-824-0026 
407-224-6222 
321-939-7263 
800  4  4939 
4.7-351-2420 
'3364 


FAX 
407-855-1585 

407-238-8400 

407-238-0230 

407-352-7315 

407-586-0339 

407-827-6314 

407-827-6338 

407-396-5054 

407-239-3800 

407-825-1269 

407-529-2230 

312-677-6600 

407-685-9876 

407-839-4982 

407-351-3501 

407-352-8556 

407-529-2240 

407-996-2659 

407-996-9111 

407-996-9935 

407-363-2255 

407-239-4566 

407-352-3679 

407-224-8290 

321-939-7172 

407-934-4880 

407-351-5016 

407-827-6070 


TOTAL 
MEETING 
ROOMS 

TOTAL  SQ. 
FOOTAGE 

LARGEST 

BALLROOM 

ISQ.  FT.) 

TO 
GU 
RO( 

20 

20,000 

7,500 

1 

26 

150,000* 

40,000 

1,: 

8 

8,350 

3,078 

5 

11 

6,365 

4,256 

' 

15 

400,000 

46,386 

V 

15 

19,000 

12,000 

I 

12 

17,600 

10,182 

: 

26 

54,000 

13,536 

i 

44 

65,000 

24,960 

40 

42,000 

10,612 

41 

72,000 

30,000 

1,i 

18 

70,000 

24,631 

49 

2.1 
million* 

N/A 

24 
32 
35 
23 
33 
22 
72 
8 
11 
40 
35 
129 
84 
34 
44 


90,000 

57,000 

60,000 

34,000 

106,000 

60,000 

250,000 

39,294* 

13,000 

75,000 

250,000 

318,000 

329,000 

30,000 

90,000 


24,444 
27,000 
15,158 
16,000 
35,000 
26,000 
95,000 
12,000 

5,940 
12,080 
41,503 
60,214 
56,000 

6,534 
18,125 


1 
2 
5 
2 

: 
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Continued  from  page  12) 
to  savor  as  one  of  the  most  endur- 
ngly  original  and  exciting  resorts  in 
America.  "The  setting  here  is  breath- 
taking, and  we  dedicate  ourselves 
to  matching  that  in  the  jobs  we  do," 
says  Freda  Baker,  director  of  cater- 
ng  and  convention  services. 

For  businesses,  the  Grove  Park 
nn  offers  personalized  service  diffi- 
cult to  find  anywhere  else.  Of  the 
ix  convention  managers,  two  work 
trictly  with  meetings  involving 
20  rooms  or  less.  The  Grove  Park 
nn  can  also  accommodate  larger 
groups,  and  has  more  than  500 
rooms  and  50,000  square  feet  of 
meeting  space.  "We  have  also  had 
as  many  as  1,500  people  here  for 
events  that  do  not  require  overnight 
rooms,"  says  Baker.  The  lavish  atten- 
tion to  detail  has  brought  the  Grove 
Park  Inn  a  loyal  base  of  corporate 
clients.  "We  have  business  groups 
and  associations  that  have  been 
coming  here  for  the  last  30  years, 
and  have  booked  ahead  for  the 
next  20  years,"  says  Baker.  "They're 
our  crown  jewels,  and  we  make 
sure  they  know  it." 

HAMPTON,  Virginia 

In  an  effort  to  speed  the  process 
of  planning  a  meeting,  the  Hampton 
CVB  handles  an  increasing  number 
of  online  requests  for  proposals.  "If 
a  company  or  corporate  meeting 
planner  visits  our  Web  site,  they  can 
actually  submit  their  meeting  speci- 
fications and  get  things  started 
instantly,"  says  Mary  Fugere,  the 
CVB's  media  relations  manager. 
Whether  online  or  by  telephone,  the 


Some  of  History's. Greatest  Minds 

have  met  here. 
JND  that  'sjust  in  the  PAST  TWO 

or  Three  Years. 
*  *  * 

CENTURIES  AGO,  OUR  FOREFATHERS 
gathered  here  to  create  the  WORLD'S 
GREATEST  DEMOCRACY.  And  we've  been  hosting 
successful  meetings  ever  since.  No  place  else 
will  you  find  such  an  inviting  combination  of 
18th-century  charm  and  21st-century  amenities. 
Whether  you're  organizing  a  small  executive 
retreat  or  an  elaborate  corporate  seminar,  our 
perfectly  preserved  colonial  town  will  provide  a 

PEACEFUL,  STIMULATING  ATMOSPHERE 

for  your  entire  group.  And,  with  our  distinctive 
variety  of  on-site  accommodations,  from  the 
elegant  Williamsburg  Inn  to  the  new  Woodlands 
Conference  Center,  the  time  you  spend  here  will  be 
as  enjoyable  as  it  is  inspiring.  For  reservations,  call 
1-800-822^9127  or  e-mail  us  at  Meetingsf*CWForg. 

,%BOOK  YOUR  EVENT  TODAY  »% 

1      Williamsburg.  Virginia  i -800-822-9127  CoLONiALWiujAMsnuRc.iiM 
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President  i)  Chief  Executive  Officer  ♦  Convention  andYisitors  Bureau  of  Greater  Kansas  City 

"We  bring  savings  to  your  bottom. line  and  we  do  it  for  free. 
Whoever  you're  using  other  than  us  is  going  to  end  up  costing 
you  more  money. " 


process  moves  quickly.  "We  have 
five  sales  managers  who  are  won- 
derfully experienced,"  says  Fugere. 
"They  can  assess  the  needs  of  the 
group,  create  a  preliminary  meeting 
schedule  and  determine  which  of 
our  properties  can  meet  their 
needs."  Various  hotels  and  confer- 
ence centers  in  the  area  can  then 
respond,  and  a  single  proposal  can 
be  presented  that  includes  every 
location  that  meets  the  require- 
ments. "It  really  takes  a  lot  of  steps 
out  of  the  process,"  says  Fugere.  "It 
puts  that  work  on  our  desk,  rather 
than  on  the  meeting  planner's  desk." 

The  Hampton  CVB  also  works  to 
make  meetings  memorable  rather 
than  simply  efficient.  They  can 
include  special  events  such  as  a 

•^Dtion  at  the  Virginia  Air  and 
Space  Center,  which  can  accommo- 
date up  to  2,000  people,  or  a  more 
intin  i  e   at  the   Hampton 

h  -h  has  stun- 
*  ire  400  years 
of  \  >nts 

at  S«  Park  ana 

even  tl 
Fugere    fhi 

Outdooi  y  ,vi.,  .  100,000- 

square-foot       oi  i   entertain- 


ment center  featuring  fish  ponds, 
waterfalls,  rock-climbing  walls  and 
even  kayaking.  The  new  Hampton 
Roads  Convention  Center  will  open 
in  Hampton  in  early  2005.  "We  have 
a  lot  to  choose  from  in  Hampton," 
says  Fugere.  "That  gives  us  the  abil- 
ity to  ascertain  the  needs  of  a  group 
and  help  them  select  what  works 
for  them  to  achieve  their  goals." 

LAS  VEGAS,  Nevada 

With  a  total  of  some  130,000  hotel 
rooms  available,  Las  Vegas  is  the 
nation's,  if  not  the  world's,  premier 
travel  destination  —  and  a  particu- 
larly favorite  location  for  corporate 
meetings.  It's  a  city  of  superlatives, 
with  a  newly  expanded  3.2-million- 
square-foot  convention  center  and 
a  total  of  9  million  square  feet  of 
meeting    and    convention    space. 
Beyond  this,  the  city  has  five  dozen 
golf  courses,  restaurants  run  by  the 
world's  top  chefs  and  shopping  at 
such  venues  as  the  Fashion  Show 
Mall,  which  recently  went  through  a 
billion  expansion.  "We  used  to 
1  ourselves  as  the  gaming  desti- 
lon  of  the  world,"  says  Michael 
Fe,  director  of  hotel,  conven- 
and   meeting   sales   for   the 


Las  Vegas  Convention  &  Visitors 
Authority.  "Now  we're  the  enter- 
tainment capital  of  the  world." 

Despite  the  large  scale,  busi- 
nesses can  find  personal  service: 
when  planning  a  meeting  by  con- 
tacting the  Convention  &  Visitors: 
Authority.    "Rather   than   calling: 
Caesars   Palace  and  Aladdin  and 
every  other  hotel,  a  meeting  plan- 
ner can  make  one  call  to  us  and, 
save  days  of  legwork,"  says  O'Keefe. 
After  taking  down  basic  information 
such  as  the  number  of  people,  the 
length  of  stay  and  other  require- 
ments, the  organization  will  solicit 
responses  from  the  numerous  ven- 
ues. "We  can  send  the  proposals  to 
select  hotels,  or  solicit  responses 
from  all  of  them  —  old,  new  and 
middle  of  the  road  —  to  get  a  big 
price  range,"  he  says.  While  the  per- 
ception  may  be  that   Las  Vegas 
caters   only  to  giant  conventions, 
O'Keefe  says  the  CVA  pays  just  as 
much  attention  to  smaller  groups. 
"On  average,  70%  of  the  corporate 
meetings  held  here  involve  fewer 
than  450  people,"  he  says.  "We 
pay  just  as  much  attention  to  the 
smaller  groups  as  to  the  big,  city- 
wide  conventions." 


■£?*  'he  Charts 
With  Your  o 

\t*  UIJR  Own 

[  ViL^E  Kecord. 
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PUMPERS  &  CLEANERS 

TIM  KRUEGER  (TRADESHOW  MANAGER) 


NATIONAL  RELIGIOUS 
BROADCASTERS  ASSOCIATION 

TAMMY  SINGLETON 

(MANAGER  OF  CONVENTION  AND  EXPO) 


WORLD  OF  ASPHALT  EXPO 

PETER  T.  VLAHOS  (MANAGING  DIRECTOR) 


AMERICAN  SOCIETY  OF 
HEALTHCARE  ENGINEERING 

AL  SUNSERI  (EXECUTIVE  DIRECTOR) 


2003  •  NASHVILLE    (13,932) 
2002      NASHVILLE       13,887 


2002  •  NASHVILLE     (6,000) 
2001       DALLAS  5,500 


2003  •  NASHVILLE     (3,533) 
2001       ORLANDO  2,204 


2002  *  NASHVILLE     (3,024) 
1992       NASHVILLE         2,400 


5  ***  M**'NG  A  RECORD 
*"T  «N  THE  Muse  C,TV.     ' 
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TEHRY  JICINSKY 

Senior  Vice  President  of  Marketing  ♦  Las  Vegas  Convention  C  Visitors  Authority 

"What  we  excel  at  is  the  ability  to  help  meeting  planners  find 
the  exact  level  of  service  they're  seeking.  We  can  help  them 
match  the  type  and  caliber  of  hotel  to  the  type  and  caliber  of 
meeting  to  make  the  best  possible  fit  at  the  best  possible  cost." 


That  standard  was  evident  when 
the  National  Beer  Wholesalers 
Association  met  for  its  biennial 
meeting,  which,  sadly,  coincided 
with  the  September  11  attacks. 
With  the  airports  closed,  the  group 
found  itself  stranded.  "They  wore 
stuck,  so  I  went  and  found  the  last 
bus  in  the  area  and  rented  it  for 
them  so  they  could  get  their  key 
executives  back  home  and  back  to 
work,"  says  O'Keefe.  The  bus  trav- 
eled cross-country  to  Washington, 
D.C.,  making  stops  along  the  way. 
"The  easiest  thing  in  the  world  is  to 
go  out  there  and  get  a  group  that 
comes  here  once,"  says  O'Keefe. 
"We  go  over  and  above  that,  to 
make  sure  they  want  to  come  back 
again  and  again." 

NASHVILLE,  I 

For  the  50th  anniversary  of  the 
Corvette's  debut  last  June,  meeting 
planners  with  the  C  iarketing 

Group  wanted  to  •  lass 

festival.  The  exi'v 
span  three  days  and  ultimate 
20,000  Corvette  owners  and  t 
fans.  "It  was  about  as  big  as  a 
can  get,"  says  Bi.  pres- 

ident of  the  Nasi 


Visitors  Bureau,  which  assisted  with 
the  festivities. 

An  event  this  large  would  have 
been  difficult  to  plan  without  a  CVB's 


>l<* 


help,  notes  Spyridon.  "It  had  a  little 
bit  of  everything  going  on  —  includ- 
ing  concerts,   exhibits,   demonstra- 
tions and  even  a  parade,"  he  says. 
"The  Corvette  planners  also  needed 
a  large,  open  area,  so  they  used  our 
football  stadium,  called  the  Coliseum, 
as  their  main  venue,  and  held  a  con- 
ert  in  Nashville's  Riverside  Park.  And 
certainly  used  a  lot  of  hotels." 
'e    the    company    could    have 
ned  the  meeting  by  making  indi- 
vidual phone  calls  itself,  Spyridon 


says  it  was  able  to  save  money 
and  streamline  the  planning  of  the 
event  by  working  with  his  organiza- 
tion. "In  this  case,  as  in  all  cases, 
we're  able  to  connect  all  the  dots 
and  help  the  businesses  in  our  city 
understand  the  magnitude  of  anr 
event  and  what  it  means  for  every- 
one, as  opposed  to  a  one-off  con -i 
tract  for  an  individual  hotel,"  he 
says.  "That  raises  everybody's  leve1 
of  interest  and  makes  for  more 
competitive  pricing,  and  translates 
to  savings  to  a  company." 

OHIO  APPALACHIAN  COUNTRY 

Spanning  a  rural  area  that  covers  2£ 
counties,  Ohio  Appalachian  Countr> 
has  become  an  increasingly  popular 
destination  for  businesses  wanting 
to  plan  meetings  with  a  unique 
theme.  "There  are  no  large  metro 
politan  areas  here,  but  the  level  ol 
service  and  the  accommodations 
that  we  can  provide  are  trul\ 
inviting,"  says  Kelly  Dyar,  vice  pres- 
ident of  the  organization  and  exec- 
utive director  of  the  Marietta 
Washington  County,  Convention  8 
Visitors  Bureau.  "What  we  lack  ir 
big-city  flash  we  more  than  make, 
up  for  in  charm  and  outdoor  beauty 


the  sky  is  as  big  as  your  imagination 


*_l-'.- 


*i   v  - 


en  was  the  last  time  a  meeting  destination  inspired  you  to     T  H  E     MILE     HI  G^H CITY 

k  big?  Bring  your  ideas  to  new  heights  in  the  Mile  High  City. 

clean,  walkable  and  exciting  downtown  is  just  minutes 

1  the  5th  busiest  (and  most  central)  major  airport  in  the  nation. 


I 


DENVER  METRO  CONVENTION  &  VISITORS  BUREAU 


it's  the  big  sky  and  mountain  vistas  that  will  get  you  thinking,     www.denver.org 
lard  to  stay  in  a  box  when  the  horizon  stretches  out  forever.     (800)    480-2010 
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STEVE  MOORE 

President  S  Chief  Executive  Officer  ♦  Greater  Phoenix  Convention  [J  Visitors  Bureau 

"More  important  than  anything;  we  can  save  a  corporation 
money  by  knocking  on  hundreds  of  hotel  doors  in  our  cities  on 
their  behalf  in  less  than  an  hour  —  because  of  the  partnerships 
we  have  in  place.  This  is  the  sort  of  task  that  would  take  some- 
one sitting  at  a  desk  days  to  do." 


We've  learned  to  be  very  creative  in 
our  response  to  corporate  clients." 

Working  together,  the  CVBs  that 
form  Ohio  Appalachian  Country 
help  businesses  plan  meetings,  find 
accommodations  that  match  their 
budgets,  and  arrange  transportation, 
catering  and  even  security.  "We're 
familiar  with  the  needs  of  corporate 
clients  and  are  willing  to  provide 
them  with  everything  they  need," 
says  Dyar.  "And  we  do  all  that  free 
of  charge."  The  result  is  a  meeting 
with  distinction,  she  says.  Businesses 
can  take  advantage  of  full-service 
hotels  for  larger  meetings,  or  an 
assortment  of  historic  inns  and 
even  bed  and  breakfasts  for  smaller 
events.  "Here  in  our  county,  we've 
hosted  everything  from  a  board  of 
directors  meeting  to  a  motorcycle 
rally  for  3,000,"  she  says.  Beyond 
the  accommodations,  the  appeal 
o1  the  area  is  its  natural  beauty. 
jhoui  rr  any  counties  we 
'dlife  - '  d  blrding  trails,  golf- 
:eback  rid- 
inc  <plo  jtion,"  she 

says  variety  of 

outdoc;  nee  the 

socia:  s  event, 

and  mak  ,  and  non- 


traditional  reward  for  those  attend- 
ing a  meeting." 

PHOENIX,  Arizona 

In  today's  competitive  economy, 
nothing  can  motivate  a  staff  more 
than  a  face-to-face  meeting  —  of 
the  kind  found  outside  the  office. 
"E-mail  is  one  thing  and  so  is  the 
Internet,  but  they  can  only  do  so 
much  to  bring  people  together," 
says  Steve  Moore,  president  and 
chief  executive  officer  of  the 
Greater  Phoenix  Convention  & 
Visitors  Bureau.  "We've  found  that 
employees  want  to  be  empowered 
and  are  looking  to  make  a  difference 
in  their  organization.  An  off-site 
meeting  is  the  best  recipe  for  pro- 
moting corporate  growth." 

Toward  this  goal,  a  CVB  is 
uniquely  able  to  help.  "We  can  save 
companies  time  and  money  by 
drawing  on  our  partnerships  and 
relationships  with  the  hotel  and 
entertainment  businesses  in  our 
cities,"  says  Moore.  This  gives  the 
CVB  the  ability  to  help  find  the  best 
locations  at  the  best  prices  to  stage 
specific  meetings.  "Maybe  what's 
needed  is  a  daylong  meeting  of  a 
national  sales  force;  in  that  case, 


you  can  fly  everyone  into  an  airpon 
hotel  for  one  day,"  says  Moore 
"Maybe  what's  needed  is  a  more 
intensive  team-building  or  training 
meeting;  in  that  case,  a  two-  or 
three-day  getaway  would  be  bet 
ter."  A  CVB  can  also  help  in  sug- 
gesting innovative  meetings, 
wanted  to  arrange  a  meeting  foi 
my  own  staff,  and  thought  —  well 
we  work  in  a  zoo,  let's  go  to  one 
and  so  we  did,"  says  Moore.  A  da\ 
with  the  animals  "gave  us  a  chance 
to  relax  and  understand  this  wasn' 
just  some  stereotypical  CEO  talk 
ing  down  to  the  staff.  It  was  inti 
mate  and  effective." 


ROANOKE  VALLEY,  Virginia 

In  terms  of  planning  a  meeting,  the 
staff  at  the  Roanoke  Valley  Con 
vention  &  Visitors  Bureau  certainly 
knows  the  hotels  and  conference 
facilities  in  their  area  better  thar 
anyone.  Just  as  important  is  thei 
intimate  knowledge  of  the  Virginia 
countryside.  "We  are  experts  or 
our  little  corner  of  the  world  here 
and  we're  happy  to  help  anyone  plan 
ning  a  meeting  know  what's  doable 
and  what's  available  to  them,"  say: 
Dave  Kjolhede,  the  bureau's  execu 


EXCITING  THINGS  ARE  HAPPENING 

Louisville  has  always  been  an  [^      LvJU  10  V  I  LLt.         a  615-room   Marriott  hotel, 

„■:„„     ff    ,  .  -      -  MAKE  YOUR  MEETING  ONE  OF  THEM*  „.„„     .„.      , 

exciting,   affordable   place   to  and  a  $70  million  downtown 

meet,  with  over  a  million  square  feet  of  convention  entertainment   complex.    Exciting   things   really   are 

space,    terrific    restaurants   and    unique   attractions.  happening  in  Louisville,  and  we're  more  than  ready  to 

And  we're  about  to  get  even  better,  with  more  than  host  your  next  meeting.  We've  got  plenty  of  space 

$750    million    in    new   facilities   and   attractions   -  available  next  summer,  so  call   1  -800-626-5646  or 

including  the  spectacular  Muhammad  Ali  Center,  visit  www.gotolouisville.com  today  for  all  the  details. 


Looawl.luhvul.ic  Looaville.Looeyville. 
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President  anil  Chief  Executive  Officer  ♦  Orlando/Orange  County  Convention  S  Visitors  Bureau 

"If  you're  Volkswagen  and  you  're. staging  a  product  rollout  or 
a  strategic  planning  session  with  your  executives,  the  last  thing 
you  want  to  do  is  show  up  at  a  resort  and  find  that  all  the 
executives  from  Nissan  are  right  next  door.  Because  we  have  a 
broad  perspective,  those  are  the  kinds  of  missteps  that  CVBs 
can  make  sure  will  never  happen." 


tive  director.  "By  talking  to  us,  meeting  planners  can 
expand  their  opportunities  and  take  advantage  of  what 
there  is,  rather  than  saying  after  the  fact,  'Gee,  I  wish  we 
had  known  all  the  things  we  could  have  done.'" 

The  region  has  plenty  of  facilities  to  choose  from  for 
meetings,  including  two  civic  centers,  an  lACC-accred- 
ited  conference  center  and  seveial  hotels  with  meeting 
space.  "We  work  with  hotels  to  check  availability  and 


find  out  the  rates,"  says  Kjolhede.  In  addition,  the- 
bureau  will  work  to  create  interesting  activities  for  the*! 
group,  whether  it  is  programs  to  keep  spouses  occu-i 
pied  during  the  day  or  unique  events  for  everyone  at  the 
conference.  "We  really  do  try  and  customize  things, 
and  our  first  step  is  to  find  out  the  goals  and  objectives 
of  the  meeting  planner  and  tailor  our  suggestions  to: 
those,  he  says."  This  can  include  golf  outings,  team-' 
building  exercises  and  other  special  events.  "Whatever- 
it  is,  we  do  all  the  legwork  and  leave  it  to  the  meeting 
planner  to  do  the  final  choosing,"  says  Kjolhede.  "Our 
goal  is  to  make  their  job  easy  and  the  conference  a  suc- 
cess. That  way,  we  all  end  up  looking  good." 

ST.  LOUIS,  Missouri 

The  St.  Louis  Convention  &  Visitors  Commission  is  the 
sales  and  marketing  organization  that  sells  the  city  and 
county  of  St.  Louis  as  a  convention,  meeting  and  leisure 
travel  destination.  "We  also  manage  and  operate  the 
America's  Center  convention  complex,"  says  Nancv 
Milton,  vice  president  of  communications.  "That's  a  rar- 
ity in  the  CVB  business  and  a  bonus  for  our  clients  whc 
are  going  to  use  the  convention  center,  as  it  saves  their 
the  hassle  of  having  to  deal  with  another  entity  to  book 
the  convention  center."  The  America's  Center  is  locatec 
in  downtown  St.  Louis  and  offers  502,000  square  feel 
of  contiguous  exhibit  space,  83  meeting  rooms,  i 
1,411-seat  theater,  a  28,000-square-foot  ballroom  anc 
the  St.  Louis  Executive  Conference  Center,  which  is 
designed  for  smaller  meetings  of  up  to  100  people. 

The  St.  Louis  organization  works  with  meeting? 
for   both    large,    citywide   groups   in    need   of  th€ 
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Presdenl  P.  Chief  toiive  Officer  ♦  Atlanta  Convention  11  Visitors  Bureau 

"The  magic  of  a  CVB  is  that  it  otters  one-stop  shopping.  With 

one  telephone  call,  your  company  can  save  time  and  money  in 

planning  a  meeting.  We  make  it  easy  and  convenient  for 

you  by  taking  care  of  the  details." 


invention  center  and  multiple 
lotels,  and  smaller  clients  who 
>nly  need  a  small  number  of 
leeping  rooms  and  a  single-hotel 
neeting  space.  "We  pride  our- 
lelves  on  paying  attention  to 
hese  smaller  clients  to  a  degree 
hat  other  CVBs  often  don't,  rea- 


soning that  small  clients  often 
grow  into  large  clients,"  she  says. 
"While  smaller  clients  don't  have 
the  same  needs  as  large  groups, 
they  will  get  one  of  our  conven- 
tion services  staffers  as  a  direct 
contact  to  help  them  with  what- 
ever they  need." 


SAN  ANTONIO,  TEXAS 

In  describing  the  work  of  the 
San  Antonio  Convention  &  Visitors 
Bureau,  Sally  Forrest,  director  of  con- 
vention marketing,  uses  a  telephone 
book  for  an  analogy.  "We're  kind  of 
like  the  old  Yellow  Pages  ad  —  let 
your  fingers  do  the  walking,"  she 
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RACHEL SACCO 

President  (1  Chief  Executive  Officer  ♦  Scottsdale  Convention  S  Visitors  Bureau 

"Where  CVBs  really  shine  is  thai  we  don't  have  a  vested  interest 
in  what  hotel  you  book  or  what  activities  you  choose.  Instead, 
we  can  help  you  in  an  unbiased  way  to  discover  and  book  the 
venues  that  best  meet  your  needs.  If  we  serve  our  customers 
well,  then  we're  serving  our  members  well,  too." 


says.  "Only  as  a  CVB,  we're  the  fingers  doing  the  walk- 
ing, making  the  phone  calls,  expediting  the  search 
process.  All  a  company  or  a  meeting  planner  has  to  do 
is  make  a  single  call  to  us,  rather  than  20  or  30  phone 
calls  themselves." 

In  planning  a  meeting,  the  San  Antonio  organization 
gathers  basic  information  such  as  dates,  budget  and 
special  requests,  then  sends  them  to  hotels  and  con- 


Turn  your  next 
country-side  tour 
.  into  a  veritable 

IAS/We     iHH^B  it  treasure  hunt. 
^Utdtfee&l/efeclt      You'll  find  a  host  of  antiqi 

/^iiX'/^/Kf      an^  co"ect'b!es,  along  with  a 
dynamic  range  of  arts  and 
crafts,  from  blown  glass  and 
potter)'  to  quilts  and 
hand-dipped  candles. 
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It's  also  a  great  place  to  work  and  start  a 
new  business.  To  team  more  about  Ohio's 
"Workforce  Development  System,  visit 
appaUchianobio.  com. 
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ference  centers  that  would  be  able  to  satisfy  them 
"The  hotels  then  contact  the  meeting  planner,  but  we 
check  in  a  week  or  so  later  to  expedite  the  process  anc 
make  sure  they've  gotten  the  responses  they  need,' 
says  Forrest.  The  San  Antonio  CVB  also  follows  up  with 
an  evaluation  survey  to  fine-tune  the  process  and  make 
sure  it  remains  quick  and  efficient.  "Most  of  the  time 
we  hear  clients  praise  us  for  how  fast  the  response 
time  was,"  says  Forrest.  "Once  or  twice  we  might  hea 
a  meeting  planner  say  they  hadn't  heard  from  a  partic 
ular  hotel  they  were  interested  in,  so  we  step  in  anc 
remedy  that  as  quickly  as  we  can  to  help  them  ge 
what  they  want." 

SAN  DIEeO,  Cmjfoinia 

One  reality  of  planning  a  meeting  today  is  the  tigrr 
schedule.  "Everything's  short  term,"  says  Sandra  Veum 
director  of  sales  for  the  San  Diego  Convention  &  Visitor: 
Bureau.  "Where  meetings  used  to  be  planned  si; 
months  or  a  year  in  advance,  that  time  frame  has  nov 
been  compressed  to  three  months  or  even  less.' 
Another  reality  is  that  someone  planning  a  meetinc 
rarely  gets  to  focus  solely  on  that.  "If  they  work  in  j 
company,  their  meeting  planning  position  has  likely  beet 
integrated  into  another  job;  they're  doing  double  dtit 
and  don't  have  much  time  to  tend  to  all  the  details." 

The  San  Diego  CVB  helps  with  this  time  crunch  b 
taking  charge  of  many  of  the  details  required  to  plan 
successful  meeting.  "We  see  our  job  as  alleviatini 
some  of  the  tedious  duties  of  the  job  of  the  typicc 
meeting  planner,"  says  Veum.  This  can  include  helpini 
to  arrange  site  inspections  while  planning  an  event,  cal 


' 
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Executive  Vice  Preadatt,  Sales  \\  Marieiinii  ♦  Denver  Metro  Convention  fl  Visitors  Bureau 

"A  CYB  can  help  a  company  save  money  and  create  efficiency, 

but  it  goes  far  beyond  this.  Holding  a  meeting  is  the  best  way 

for  a  company  to  deliver  training,  to  launch  a  product  and  to 

get  people  excited  about  their  brand  —  and  we  become 

partners  in  that." 


ing  hotels  to  discuss  rates  and  avail- 
ability, and  suggesting  activities  that 
can  help  make  a  meeting  memo- 
rable. "We  hear  from  our  clients 
that  we  save  them  time  and  money 
—  and  I  think  that's  the  best  com- 
pliment of  all,"  says  Veum.  "We  cut 
out  a  lot  of  the  back  and  forth  that 


makes  planning  a  meeting  so  time- 
consuming  and  expensive." 

SCOCTSDALE,  Arizona 

Providing  personal  service  is  the 
heart  of  the  mission  of  the  Scottsdale 
CVB,  which  specializes  in  corporate 
and  incentive  meetings.  "We're  for- 


tunate to  have  some  of  the  world's 
top  resort  properties  and  we  con- 
centrate on  meetings  ranging  from 
25  to  750  delegates,"  says  Rachel 
Sacco,  the  bureau's  president  and 
chief  executive  officer.  "There  is  no 
such  thing  as  a  small  piece  of  busi- 
ness to  us.  We  have  niched  our 
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is  the  lack  of  distractions. 


SEA  TRAIL 

SUNSET  BEACH.  NC 


Take  your  next  meeting  to  a 
destination  that's  far  away  from  the 
istractions  but  just  a  click  away 
m  the  business  world.  Located  in 
Sunset  Beach,  NC  between 
Wilmington  and  Myrtle  Beach,  the 
relaxed,  coastal  atmosphere 
Sea  Trail  offers  the  perfect  setting 
ake  any  conference  memorable.  Our 
70,000+  square  feet  of  meeting 
space,  one  to  four-bedroom 
accommodations  and  resort 
amenities  can  accommodate  any 
function.  Our  professional  sales 
and  catering  staff  will  provide  you 
"stress  free"  planning  Call  or 
visit  us  online  today. 


888-260-9592  •  www.seatrail.com 
EMAIL:  groups@seatrail.com 
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tative  Director  ♦  San  Antonio  Convention  C  Visitors  Bureau 

"The  superfast  pace  of  today's  meetings  industry  —  chock-full 
of  the  latest  technological  shortcuts  in  a  razor-sharp  competitive 
environment  —  still  meets  the  old-fashioned  goal  of  bringing 
people  together.  CVBs  will  continue  to  play  an  even  more 
critical  role  brokering  between  businesses  and  destinations 
toward  the  mutual  goal  of  increased  success." 


services  and  focus  on  giving  very 
personalized  attention  to  the  groups 
that  come  here."  The  bureau  also 
focuses  on  confidentiality.  "We  are 
one  of  the  few  bureaus  that  does 
not  publish  a  convention  calendar, 
which  generally  lists  what  groups 
are  coming  to  town  and  is  often 


given  to  bureau  members,"  says 
Sacco.  "We  have  found  that  corpo- 
rate planners  in  particular  don't 
want  to  deal  with  anything  that  is 
not  initiated  by  them.  This  way  we 
can  protect  their  confidentiality  and 
ensure  they  only  receive  the  infor- 
mation they  have  requested  and 


that  is  of  use  to  them." 

The  service  begins  with  site 
inspections,  in  which  the  Scottsdale 
bureau  accompanies  every  client  to; 
make  sure  they  find  what  they 
need.  "Even  though  we  represent 
more  than  60  hotels  in  the 
Scottsdale  area,   our  salespeople 


Discover 


in  an 


world. 


For  those  who  value  the  pleasure  of  stepping  back  in  time 
and  moving  forward  simultaneously. 

Advance  your  agenda  at  groKparkinn.com 


i&ismM 


\ \OUMl  AINs  W  \i  l  R.  SkV  Ml  AVI  N 
Ashcvillc.  Notth  ' 


866-474- 1 99  I  •  Kvm  ,  y.rnpns  800-438-5800  •  RFP  available  online 


eally  have  their  arms  around  this 
community,"  says  Sacco.  "We're 
nore  of  a  partner  with  the  client 
:han  a  middleman."  When  a  meet- 
ng  has  been  booked,  the  bureau 
lelps  with  registration,  provides 
Dreattendance  mailings,  distrib- 
jtes  its  award-winning  destination 
guides  for  free  and  helps  arrange 

■  special  events,  whether  it  is  a  reju- 
venating afternoon  at  a  spa  or  even 

-.  i  special  Native  American  blessing 

t  :o  mark  the  beginning  of  a  pro- 
gram. "We  do  everything  we  can 
o  help  make  the  process  run 
;moothly   and   with    distinction," 

5  >ays  Sacco.  "Our  goal  is  to  make 
he  meeting   planner   look   like   a 


star,  and  really  maximize  the  return 
on  the  investment  to  the  business 
that  is  holding  the  meeting." 

SI  \  TRAIL  GOLF  RESORT  8 
CONFERENCE  CENTER,  North  Carolina 

At  the  legendary  Sea  Trail  Golf 
Resort  &  Conference  Center  locat- 
ed at  Sunset  Beach  in  North 
Carolina,  conference  and  meeting 
planners  can  take  advantage  of 
what  the  organization  calls  "stress- 
free  planning."  This  unites  the  sales 
staff  with  the  conference  services 
team  in  giving  utmost  attention  to 
arranging  the  details  of  an  event. 
"We  offer  everything,  from  accom- 
modations and  entertainment  to  a 
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fine  culinary  program,  along  with 
a  beautiful  conference  facility,"  says 
Kimberley  Johnston,  the  Center's 
director  of  sales,  conference  serv- 
ices and  banquets.  "That  means  the 
planner  can  give  us  only  the  sketchi- 
est details,  and  we  can  arrange  a 
program  for  them  that  works. 

"It  also  means  they  can  tell  us 
about  very  specific  needs,  and  we'll 
pull  it  off  for  them  right  down  to 
the  letter,"  she  says.  "When  they're 
here,  they  don't  have  to  worry 
about  the  details  —  that's  what  we 
do  for  them." 

On  the  initial  telephone  call,  the 
Sea  Trail  team  asks  what  the  needs 
are,  and  from  there  is  able  to  make 


VIRGINIA    BEACH /CONVENTION    CENTER 


nnovative  and  functional  convention  and  trade  show  facilities  in  the  counjry  is  EMERGING  SUMMER  2005. 
For  more  information,  contact  1-800-700-7702  or  visit  vbmeafcigs.com 


ADVERTISEMENT  30 


KAREN  S.  WILL1AMS-G0ETZ 

taiiive  Vice  President  ♦  Greater  Louisville  Convention  1!  Visitors  Bureau 

"What  CVBs  have  learned  in  general  through  these  difficult 
economic  times  is  to  be  more  attentive  to  business  events  of  all 
sizes  —  large,  medium  and  small.  If  a  group  has  only  a  handful 
of  visitors,  we  strive  to  give  them  the  same  level  of  care  as  we 
would  a  group  of  thousands." 


recommendations  about  conference  needs,  accommoda- 
tions and  menus.  Beyond  the  basics,  the  staff  prepares 
something  that  is  truly  original.  "What  we  like  to  do  is 
incorporate  things  that  will  make  it  more  original,  such 
as  team-building  events  and  outings  that  bring  the 
groups  together,"  Johnston  says.  For  business  organi- 
zations, the  goals  most  often  are  for  training  "and  that 
can  get  pretty  intensive,"  she  says.  "We  like  to  be  able 


to  offer  everything  we  can  to  keep  them  on  the  proper- 
ty, so  that  they  can  meet  their  agendas  and  the  sched- 
uled training,  yet  be  provided  with  team-building  activi- 
ties," she  says.  These  can  include  golf,  beach  games,  a 
scavenger  hunt,  paintball  tournaments,  volleyball  and 
noncompetitive  events  such  as  backwater  kayaking,! 
deep-sea  fishing  and  horseback  riding  —  located  both' 
on  and  off  property. 


WE'LL  HELP  YOU  MAKE 
ALL  THE  RIGHT  CONNECTIONS. 


This  is  where  it  all  comes  together: 
a  23,000-seat,  150,000  square- 
foot  coliseum  complex,  16,000 
hotel  rooms.  500 

RESTAURANTS,  three 


interstates.   an   international 
airport  and  support  services 


that'll  make  you  feel  like  a  real 
insider.  Give  us  a  call  before 
your  next  meeting.  and 
get  connected  td 
a  comprehensive, 
cost-effective  convention 
package    of    your    very    own. 


Greensboro.  A  Great  Place  To  Connect. 


hiai: 

WWWA  NSBORO.CL  PHONE    1.800.34.12282 


VIRGINIA  BEACH,  Virginia 

Those  who  attend  corporate 
meetings  in  Virginia  Beach  want 
to  take  advantage  of  the  water- 
front location  —  and  the  Virginia 
Beach  Convention  &  Visitors 
Bureau  does  everything  it  can 
to  help  arrange  that.  "One  of  our 
most  popular  spots  for  an  event 
is  the  Marine  Science  Museum," 
says  Al  Hutchinson,  the  CVB's 
director  of  convention  sales  and 
services.  "We  can  arrange  enter- 
tainment, such  as  a  lively  steel 
drum  band,  and  bring  in  cater- 
ers," he  says.  The  guests  are  free 
to  dance,  eat,  wander  around 
the  exhibits  at  the  museum, 
"and  get  a  great  view  of  the  \ 
beach  that  awaits  them."  . 

As  a  CVB,  Hutchinson  says, 
"We  represent  the  destination. 
We're  like  a  clearinghouse  for 
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a  variety  of  oceanfront  resorts  and  full-service  hotels,  and  you'll  find  meetings  in  Greater  Fort  Lauderdale  are  anything  but  business 
sual.  So,  take  a  midnight  cruise  or  charter  a  fishing  boat.  And  enjoy  23  miles  of  sun-drenched  beach,  year-round  snorkeling  and  golf, 
Joor  dining  and  more.  Visit  us  at  www.sunny.org/meetingplanners,  email  us  at  gflcvb@broward.org,  or  call  (800)  356-1662; 
hicago:  (312)  932-9668;  in  DC:  (703)  684-0456.  Code:  FORBES. 


W  GREATER  FORT  LAUDERDALE 

Make  it  a  reality  at  www.sunnvw»r«y 
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the  corporate  person  or  corporate 
planner  interested  in  bringing  busi- 
ness here."  The  CVB  works  fore- 
most with  clients  to  determine  what 
type  of  hotel  a  company  is  interest- 
ed in  based  on  amenities  and  a  price 
range.  "We  find  out  which  hotels 
match  their  needs,  then  contact  the 
hotels  to  see  which  ones  have  avail- 
ability," he  says.  "The  benefit  to  a 
potential  client  is  that  we  save  them 
time  and  effort,  since  they  do  not 
have  to  make  these  calls  them- 
selves." From  a  service  standpoint, 
the  CVB  works  to  find  unique  ven- 
ues that  clients  need  for  banquets, 
get-togethers  or  staff  training  — 
such    as    the    Marine    Science 


Museum.  "We  find  the  strengths 
of  each  venue,  and  include  that  in 
our  proposal  to  the  client,"  says 
Hutchinson.  "We  let  them  know 
about  ways  of  doing  things  they 
may  never  have  imagined." 

HOW  TO  FIND  A  CVB 

If  you're  planning  a  meeting  or  con- 
vention in  a  particular  region  of  the 
U.S.  or  abroad,  the  IACVB  can  locate 
one  of  its  more  than  500  members. 
Visit  www.iacvb.org  and  click 
the  button  at  the  top  of  the  page 
that  reads,  "Contact  CVB/RFP'  An 
online  request  for  proposals  will  ask 
questions  regarding  dates,  the  pur- 
pose of  the  meeting  and  the  budget. 


"Fill  this  out,  submit  it  and  that's 
it,"  says  Michael  D.  Gehrisch  of  the 
IACVB.  "It's  only  the  first  step  in 
planning  a  meeting  —  but  to  me- 
it's  the  most  important  one." 


ABOUT  THE 


Curtis  Rist,  ar 
award-winninc 
journalist,  is 
president  of  The  Writers'  Bloc,  Inc. 
based  in  New  York  City,  and  has  more 
than  20  years'  experience  as  a  writer 
and  editor.  He  has  authored  Forbes 
special  sections  over  the  last  decade 


What  your  next  meeting  destination  should  look  like... 


the 

ROANOK 
i  VALLEY 

|  of  Virginia 
It's  in  our  nature. 

Roanoke  Valley  Convention 
&  Visitors  Bureau 
114  Market  Street 
Roanoke,  VA  24011-1402 
Tel  540-342-6025 
Fax  540-342-7119 

Virginia  is  for  Lovers "'%t 


"s  from  interstates  or  air,  state-of-the-art  meeting  facilities,  and  hotels.  Sure,  the  Roanoke  Valley  has  all  that.  But  when  group 

ectacular  views  with  warm  and  comfortable  feelings  created  by  the  Blue  Ridge  Mountains,  the  friendly  faces,  and  the  genuin 

e.  Mostly  though,  they  come  away  with  a  feeling  of  having  been  treated  as  special,  in  this  special  place,  Virginia's  Roanoke  Valley 

mat's  what  makes  the  Roanoke  Valley  the  natural  place  to  meet.  Free  Meeting  Planner's  Guide  and  Interactive  CD-ROM 

aflokeya.com. 


5   Wyndham  Roanoke  Airport 

,H '320  Guest  Rooms 

i'Z^fbb'Sq.  Ft.  of  Meeting  Spa 

"  540-563-9300 


Clarion  Hotel  Roanoke  Airport 

154  Guest  Rooms 

11.800  Sq.  Ft.  of  Meeting  Space 

540-362-4500 
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RUNSWICK  BILLIARDS  was  a 

e-man  brand  in  a  slump.  It's  staking 
comeback  on  sleek  tables,  teal  felt 
nd  feminine  appeal.  Purists  be  damned. 

1  STEPHANE  FITCH 

BRUNSWICK  BILLIARDS  PRESIDENT  JOHN  E.  STRANSKY 
still  shudders  when  he  recalls  seeing  tired  billiards  tables 
stacked  three  high  in  a  fluorescent-lit  showroom  in  1998. 
"You  wouldn't  see  pianos  or  dining  tables  stacked  like 
that,"  he  says,  shaking  his  head.  For  decades  Brunswick, 
e  oldest  division  of  Lake  Forest,  Ill.-based  leisure-products  con- 
omerate  Brunswick  Corp.,  encouraged  its  320  dealers  to  stack 
eir  tables  so  they  could  shoehorn  more  into  showrooms.  The 
frills  selling  style  also  suited  the  brand's  reputation  as  a  favorite 
"nong  rough-hewn  billiards  buffs.  Buffalo  Bill  Cody,  after  all,  chose 
oinswick  tables  for  his  tavern  in  Cheyenne. 

Now,  stacked  tables  are  as  distant  a  memory  as  the  night  the 
med  buffalo  hunter  wielded  a  pool  cue  to  clear  a  room  of  un- 
ify longshoremen.  Stransky  is  pressing  retailers  to  install  fancy 
00,000  displays.  The  "pavilions,"  as  he  calls  them,  spotlight  ta- 


bles on  polished  hardwood  floors,  under  flattering  track 
lights  and  beamed  cathedral  ceilings. 

Hold  on  to  your  Stetson.  Hard-core  players  aren't 
the  target.  Neither,  exactly,  are  the  well-to-do  men  who 
made  up  90%  of  Brunswick  Billiards'  $75  million  in 
2002  sales.  Stransky,  5 1 ,  is  courting  suburban  women 
and  interior  designers  with  big  houses  to  fill. 

It's  the  marketing  equivalent  of  a  cross  bank  shot. 
But  after  playing  to  the  man's  man  who  likes  to  bond 
with  his  pals  while  bending  over  158-year-old 
Brunswick's  green  felts,  Stransky  says  it's  time  to  cue 
up  a  different  strategy.  See,  pool  tables  in  homes  on 
leafy  cul-de-sacs  are  "male-initiated,  wife-approved," 
or  so  Brunswick  learned  in  recent  market  research. 

Make  that  "disapproved."  In  focus  groups  women 
complained  that  Brunswick's  weighty,  carved  tables 
didn't  go  with  sleek  home  furnishings  from  Pottery 
Barn  and  Restoration  Hardware.  Add  to  that  their 
usual  concern  that  billiards  is  another  macho  pastime 
that  would  compete  for  their  hubbies'  attention. 

How  to  grab  theirs?  Enter,  in  stilettos,  Ewa  Lau- 
rance  and  leanette  Lee.  The  pool-playing  vixens  are  all 
the  rage  in  the  Women's  Professional  Billiard  Associa- 
tion and  at  its  tournaments,  televised  on  ESPN — and 
not  just  among  guys.  Of  the  400,000  viewers  who  tune 
in  on  an  average  evening,  15%  are  women,  which  is 
why  Brunswick  is  now  paying  $1  million  a  year  to  be 
the  league's  table  sponsor. 

It's  great  exposure.  Brunswick's  name  is  hard  to 
miss  when  Laurance  and  Lee  slink  onto  the  rails  for  a 
tough  shot.  Men  no  doubt  notice  their  legs,  but  Stran- 
sky bets  women  also  focus  on  the  tables'  silhouettes, 
which  have  been  overhauled.  Off-camera,  Brunswick's 
sleekest  design  yet  is  the  Manhattan,  one  of  two  con- 
temporary tables  it  recently  unveiled.  A  $15,000,  steel- 
and-maplewood  creation,  it  can  be  customized  with 
teal-colored  felt.  Stransky  isn't  bothered  by  eye-rolling 
among  loyalists:  "Blindfolded,  the  professionals  say  these  feel 
just  like  our  other  tables,"  says  he. 

Other  elements  won't  be  so  familiar.  Brunswick  is  pushing 
accessories  and  game-room  packages  that  help  design-conscious 
gals  trick  out  a  game  room.  There's  a  Brunswick  player's  chair 
($750),  a  standing  bar  ($2,375)  and  a  $1,150  foosball  table.  Such 
froufrou  is  now  12%  of  Brunswick's  sales,  up  from  2%  five  years 
ago.  Those  items  have  helped  boost  the  division's  profits  50%  to 
$5.5  million  during  that  time. 

There's  evidence  the  marketing  effort  is  hitting  its  unusual 
mark.  Despite  the  blah  economy,  sales  of  pool  tables  and  ac- 
cessories rose  8.9%  last  year  at  the  billiards  company,  based  in 
Bristol,  Wis.  At  the  same  time  it's  changing  the  way  Brunswick 
sees  its  mission.  "Basically,  we're  in  the  furniture  business," 
Stransky  says.  F 
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Gold  Diggers 

Two  former  miners  found  a  way  to 
tap  into  the  litigation  craze.  But  they 
haven't  hit  the  mother  lode  just  yet. 

BY  EMILY  LAMBERT 

IAN  MCDONALD  AND  KERRY  KNOLL,  BOTH  48,  HAD  A  GOOD 
thing  going  with  Glencairn  Gold,  founded  in  1987.  Four 
years  later  they  spun  off  a  piece  of  it,  Wheaton  River  Min- 
erals, which  is  now  Canada's  fifth-largest  gold  producer. 
But  they  really  hit  pay  dirt — or  so  they  thought — five  years 
ago  with  Patent  Enforcement  &  Royalties  Ltd.,  or  Pearl. 
Dreamed  up  with  John  Cocomile,  a  Toronto  attorney,  Pearl  of- 
fers services  to  small-time  inventors  who  believe  their  patents 
have  been  violated  by  big  bad  corporations  but  can't  afford  to 
build  a  case.  It  finds  lawyers  to  work  on  contingency  and  pays 
90%  of  litigants'  other  costs,  including  travel,  expert  witnesses 
and  local  counsel — in  exchange  for  a  lawyer-size  fee:  30%  to 
50%  of  what's  left  after  the  lawyer  takes  his  fee,  perhaps  33%  of 
a  settlement. 

There  would  seem  to  be  plenty  of  prospective  customers. 
Intellectual-property  cases  in  the  U.S.  jumped  from  1,180  in 
1991  to  2,610  in  2002.  Pearl,  formed  from  a  public  company  that 
trades  on  the  slippery  Toronto  Venture  Exchange,  set  up  a  sub- 
sidiary in  New  Jersey  to  avoid  laws  in  other  states  that  prevent 
nonlitigants  from  financing  lawsuits  and  to  give  it  a  U.S.  home 
base.  McDonald  and  Knoll  raised  $470,000  from  friends  and 
family  to  add  to  $300,000  out  of  their  own  pockets. 

One  of  their  first  cases  was  a  winner.  Harry  Gaus,  a  German 
cist,  had  sued  Conair  for  infringing  his  patent  for  a  hair 
dryer  safety  switch.  Dropped  by  his  attorney  after  spending  five 
:    >'-  i0,000,  Gaus  turned  to  Pearl,  which  found  him  a 

he  company  ended  up  spending  $1.3  million  on 
exj.  i  tional  video  and  travel  bills.  In  February  a 

fedc  >nair  to  fork  over  $46  million,  $12  mil- 

lion ;  if  the  award  survives  an  appeal. 

That'  sks  a  series  of  troubling  decisions 

the  fou-  st  since  the  beginning.  First  they 

burned  casl  :ne  2000  Pearl  was  running 

through  $991;  ,000  i  n  only  $24,000  in  revenue 

(all  of  it  interest  u  car  it  was  spending  more 

than  twice  as  much  <  i  ristrative  cose  as  on  sup}    rting 

lawsuits,  including  $20  salaries.  \  il 

didn't  own  up  to  the  spendu  slap,  in  th     ill  of 


2000,  from  the  Ontario  Securities  Commission,  which  told  Pes 
to  expense  costs  as  they  were  incurred,  instead  of  recordii 
them  at  the  conclusion  of  a  case.  Knoll  pleads  innocence:  "V 
were  looking  at  each  case  as  a  separate  investment." 

Still,  Pearl  didn't  clean  up  its  financial  act  right  away.  In 
2002  filings,  salaries  over  $75,000  showed  up,  but  those  f 
McDonald  and  Knoll  were  classified  as  "office  administrate 
fees,"  which  were  paid  to  a  company  called  Llyn  Tegid,  own* 
by  the  founders.  McDonald  defends  the  move,  saying  Llyn  Teg 
made  Pearl  and  Glencairn  employees  eligible  for  group  insu 
ance.  He  says  that  he  and  Knoll  made  less  than  $7,500  a  ye 
from  the  venture  and  that  Pearl  and  Glencairn  no  longer  u 
Llyn  Tegid  as  an  intermediary. 

Pearl  also  bungled  a  sizable  investment.  Soon  after  setting  i 
shop  the  company  put  $220,000  into  Kinbauri  Gold,  which  w 
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There's  not  going  to  be  too  many  PEOPLE 
TRYING  TO  EMULATE  US.  Now  I  know  why. 


ivolved  in  a  breach-of-contract  suit  (one  of  its  board  members 
lappened  to  be  a  former  Wheaton  River  director).  In  return, 
'earl  received  preferred  shares  that  paid  a  dividend  tied  to  cash 
ow.  Last  December  Kinbauri  won  its  suit,  and  McDonald  and 
oioll  told  Pearl  shareholders  to  expect  to  divide  a  kitty  of 
770,000.  But  this  June,  short  on  cash,  Pearl  sold  half  its  Kin- 
auri  stake  for  $192,000. 

While  shareholders  may  be  angry,  no  suits  are  flying.  There's 
good  reason:  Of  Pearl's  530  investors,  25%  are  family  and 
iends  (additionally,  McDonald  has  11%  and  Knoll,  8.3%). 
ight  ownership  and  thin  trading  have  sometimes  worked  to 


everyone's  advantage.  At  one  point,  in  March 
2000,  the  stock  price  briefly  spiked  from  25  cents 
to  $1.44.  Knoll  explains  that  at  the  height  of  the 
tech  bubble  investors  bid  up  the  shares  on  the 
news  that  Pearl  had  become  involved  with  a  com- 
pany that  patented  what  became  a  standard  for 
Web  browsers.  "Not  a  few  [friends  and  relatives] 
have  told  me  they  wish  they'd  sold  then,"  Knoll 
grimaces.  In  any  event  the  price  dropped  shortly 
afterward,  and  Pearl  did  another  round  of  financ- 
ing, raising  $1.4  million  at  44  cents  a  share.  Today 
shares  are  back  to  25  cents,  giving  the  venture  a 
market  value  of  $4.7  million. 

That's  no  great  bargain,  given  just  how  slowly 
the  wheels  of  justice  grind.  Of  the  seven  cases  in 
which  Pearl  has  an  interest,  only  one  has  wrapped 
up:  An  undisclosed  U.S.-based  toymaker  settled  for 
$575,000  in  January  2001,  netting  the  company 
$202,000.  To  appease  investors,  Pearl  created  a  pol- 
icy to  give  shareholders  50%  of  any  settlement 
(minus  expenses  and  taxes)  on  judgments  up  to 
$7.3  million,  and  75%  of  anything  above  that.  But 
Pearl  reserved  the  right  to  reinvest 
money  it  received,  and  on  that  basis  it 
cut  shareholders  out  of  the  toymaker 
settlement.  Knoll  says  the  settlement 
was  too  small  to  divvy  up. 
In  January  2002  a  jury  ordered  farmers'  co-op  Land  O'Lakes 
to  pay  a  Pearl-backed  inventor  $3  million  for  allegedly  stealing  his 
idea  for  fat-free  half-and-half.  The  judge  overturned  the  award, 
which  is  now  in  appeal. 

Pearl  is  down  to  just  $150,000  after  running  through  $3  mil- 
lion raised  in  five  offerings.  What  will  the  founders  do  to  stay 
afloat?  "We'll  either  personally  do  a  rights  offering  or,  perhaps, 
sell  another  part  of  oi  te  of  our  cases,"  says  Knoll.  At  least  some  of 
the  threatened  competition  has  backed  away.  "There's  not  going 
to  be  too  many  people  trying  to  emulate  us,"  says  McDonald. 
"Now  I  know  why."  F 
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The  Small  Chill 

Tinkering  with  carpenters'  tools,  JULIAN  BAYLEY 

turned  ice-carving  into  a  tidy  little  business. 


BY  CHAN'        SCHOEr     :    GER 
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typically  chiseled  by  hand,  take  an  hour 
per  dish.  But  the  $150  million  worldwide 
market  for  ice-carving  is  rapidly  mecha- 
ni  ing,  thanks  in  large  part  to  Julian  Bay- 
Le  u  hose  Canadian  company,  Ice  Culture, 
supplied  the  elaborate  plates  that  were 
flown  in  for  the  par  y.  Using  computer- 
aided  machinery  the    developed,  Bavlev's 


staff  milled    12    identic? 
three-part  dishes  out  of  on 
sheet  of  ice  in  30  minute 
They  wholesaled  for  a  mer 
$7  apiece. 

It's  a  good  business,  turn 
ing  water  into  money.  Th 
British-born  Bayley,  66,  ha 
run  his  own  ice-sculptur 
show  in  rural  Hensall,  On' 
for  14  years,  having  quit  job 
as  an  agricultural  ad  man  an 
a  catering  entrepreneur  an 
turned  a  hobby  into  a  full 
time  gig.  He  also  sells  300 
pound  blocks  of  carving  ice 
made  with  water  from  nearb 
Lake  Huron,  frozen  using 
special  technique.  For  a  sculp 
ture,  ordinary  ice  won't  dc 
Pour  water  into  a  mold  an* 
freeze  it  and  you  get  a: 
opaque  mess.  For  a  crystal 
clear  objet,  start  with  a  clea 
block  made  by  a  machin 
that  freezes  water  from  th  I 
bottom  up,  forcing  bubble 
and  impurities  to  the  surfaa 
where  they're  siphoned  of 
Then  the  block  is  trimmec 
Ice  Culture,  selling  to  cus 
tomers  as  far-flung  as  th 
U.K.  and  even  Australia,  an 
shipping  sculptures  with  hel 
from  dry  ice  and  FedE? 
earned  $94,000  on  $1.3  mil 
lion  in  revenue  last  year. 

What  separates  Bayle 

from  the  average  carver  ar 

his  tools.  In  1999  he  devel 

oped  a  $45,000  computei 

guided  router,  a  woodwork 

ing    tool    modified    wit 

subzero  wiring  and  specis 

clamps  to  mass-produce  ic 

designs.  A  corporate  logo,  for  instance,  ca 

take  three  to  six  hours  to  cut  by  hand,  bi 

a  router  can  carve  it  in  20  minutes;  yo 

can  shave  hours  off  the  production  c 

items  from  centerpieces  and  intricat 

columns  to  beer  mugs  and  martini  glasse 

Bayley  also  designed  a  $5,000  ice  lath* 

which  lets  carvers  shape  blocks  of  ice  int 


ASSET  MANAGEMENT 


H       \ 


A  Passion  to  Perform 


> 


to  the  swift  stride,  the  quick  mind. 

sutsche  Bank  we  share  your  passion  to  out-think, 
mart,  out-perform. 

/hat  makes  us  one  of  the  world's  leading  financii 
utions.  And  it's  why  the  most  demanding  clients 
i  US,  and  around  the  world,  trust  us  to  deliver. 

bs  disciplines,  across  regions.  With  far-reaching 
hts,  cutting-edge  thinking,  unique  solutions. 

ou  ready? 

che-bank.com 

e  Bank  Securities  Inc..  a  s- 


Entrepreneurs 


vases  and  oversize  wine  bottles.  He's  sold 
19  routers  and  55  lathes  to  other  carving 
houses,  "In  our  business,  necessity  is  the 
mother  of  invention,"  says  Bayley,  who 
runs  the  company  with  his  wife,  Ann,  and 
their  three  daughters. 

Snowsuit-clad  staffers  at  Ice  Culture's 
32,000-square-foot  refrigerated  warehouse 
are  churning  out  larger  production  runs 
and  higher-ticket  items,  quadrupling  the 
average  revenue  per  job  to  $1,000  over  the 
last  three  years.  Ice  Culture  sells  125 
8-foot-long  ice  bars  annually  to  Ketel  One, 
the  vodka  brand  owned  by  Nolet  Spirits 
USA,  of  Aliso  Viejo,  Calif.  Bayley  came  up 
with  a  new  design  for  Ketel  One,  incorpo- 
rating a  dozen  ice  blocks,  with  a  flowing 
waterfall  and  bottle-shaped  ice  luges 
through  which  bartenders  pour  drinks.  "I 
do  events  for  all  50  states  and  Canada," 
says  James  Riley,  head  of  corporate  events 
for  Ketel  One,  which  spends  $1  million 
annually  on  charity-party  sponsorships. 
"There's  nobody  of  Julian's  quality." 

There  are  some  cracks  in  this  line  of 


work.  The  SARS  scare  in  Toronto  cut  into 
business  earlier  this  year,  hitting  the  con- 
vention circuit,  as  did  terrorism-related 
delays  at  the  U.S.  border  (Ice  Culture  laid 
off  5  of  its  27  employees  this  summer;  they 
have  all  been  rehired).  Some  risks  backfire: 
A  new  lathe  designed  to  handle  two  ice 


►  By  the  Numbers 


The  rage  for  increasingly  extravagant 
parties  has  given  Ice  Culture  a  lot  of 
new  business— and  weird  challenges. 

What  the  company 
spent  creating  a  full-scale  BMW 
Mini  Cooper  made  entirely  of  ice. 

The  percentage  of  wasted  ice;  if  it 
breaks,  it's  melted  and  reformed 
into  new  finished  objets. 

The  height  of  a  model  of  the 
CN  Tower,  the  world's  tallest  building, 
part  of  an  ice  cityscape  of  Toronto. 

Source:  Company. 


blocks  at  once,  on  which  Bayley  spent 
eral  thousand  dollars,  proved  a  waste. 

To  reach  customers— and  hone 
edge  against  new  rivals — Bayley  shells 
$50,000  a  year  on  ads,  mainly  in  the  Ye 
Pages  and  through  charity  giveaways 
events  like  Ottawa's  annual  Winterl 
festival.  But  most  business  comes  thro 
referrals  and  word  of  mouth.  One  of 
truck  drivers,  he  says,  while  waiting 
traffic  light  in  Ottawa,  was  approachec 
a  little  old  lady  who  started  rapping  on 
window  of  the  van  to  ask  about  buyir 
sculpture. 

To  drum  up  more  retail  business 
Culture  is  working  on  machinery 
injects  foam  around  finished  sculptu 
creating  a  cheap  shipping  container  t 
can  keep  a  sculpture  frozen  for  up  to 
hours  (or  longer,  using  dry  ice)  whi 
is  being  shipped  in  an  ordinary  tn 
That  way  Bayley  can  sell  to  large  f< 
distributors,  which  can  resell  to  hot 
caterers  and  party  planners — or  stra; 
to  your  home. 


►      HOLD      UP     TO      MIRROR.     ANSWER      HONESTLY,    i 
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s  with  a  lingering  question.  And  an  answer  you  may  not  like.  But  the  power  to  change 
;■  ds.  Wharton's  executive  education  programs  offer  a  breadth  and  depth  of  knowlec 
approach  each  new  challenge-and  question— with  confidence.  The  right  answers 
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THE  FORBES  FORUM  AT  WEST  POINT 

October  27-28,  2003 

Thayer  Hotel 

The  United  States  Military  Academy  at  West  Point 

Sessions  Include: 

Identifying,  prioritizing  and  mitigating  risks  under  tight  budgets 

Optimizing  enterprise  security  resources 

Ensuring  the  safety  of  you  financial  systems 

Homeland  Security  regulations  and  your  business 

Is  your  company  prepared  for  a  bio-terrorist  attack? 

Latest  trends  in  security  and  defense  technology— 
biometric  identification,  high-energy  scanners, 
robot  bomb  sniffers  and  more 


)rogram  details  and  to  register  online,  please  visit  www.forbesconferences.com. 
Dntact  Jessica  Kouvaros  at  21 2-367-3521 ;  jkouvaros@forbes.com. 

;ponsorship  information,  please  contact  Kim  Harrell  at  212-367-3513;  kharrell@forbes.com 
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Countless  Challenges.  Unlimited  Solutions. 


Congratulations  to  the  Laureates  of 

THE  TECH  MUSEUM  AWARDS  2003 


Technology  Benefiting  Humanity 


Presented  by  Applied  Materials,  Inc. 


The  NASDAQ  Stock  Market 
Education  Award  Laureates 

Computers  tor  Youth 

Equal  Access 

Brij  Kochari,  Indian  Institute  of 

Management- Ahmedabad 
Alexander  E.  MacDonald,  NOAA 

Forecast  Systems  Laboratory 
Omar  Dengo  Foundation 


Knight  Ridder 

Equality  Award  Laureates 

The  Benctcch  Initiative 
The  Boston  Foundation 
League  of  Women  Voters 

of  California 
Radio  News  Agency  68H 
WITNESS 


Intel 

Environment  Award  Laureates 

Iftekhar  Enayetullah  and 
Maqsood  Sinha,  Waste  Concern 

Environmental  Defense 

Imbibitive  Technologies 

INBio 

James  D.  Spinhirne,  NASA  Goddard 
Space  Flight  Center 


Accenture 

Economic  Development  Award  Laureates 

Bombas  de  Mecate 

EcoSystems 

Lee  Felsenstcin,  Jhai  Foundation 

Gram  Vikas 

Grupo  Sofonias 


Health  Award  Laureates 

AfriAfya 

Center  for  Biomolecular  Science  and 

Engineering,  UC  Santa  Cruz 
Institute  for  OneWorld  Health 
PATH 
The  Smile  Train 


In  2000,  The  United  Nations  identified  and  charged  its  members  with  solving  the 
eight  most  urgent  global  challenges  facing  humanity  by  2015.  Each  year,  The  Tech  Museum 
Awards  honor  those  who  are  using  technology  to  address  these  challenges.  This  year,  more 
than  500  nominations  were  submitted  from  70  countries.  25  Laureates  were  selected. 
On  October  15,  five  recipients  will  be  awarded  a  total  of  $250,000. 


</ 


TheTech 


For  more  informatioi  on  The  Tech  Museum  Awards  or  to 
purchase  tables  or  i  ckets  to  the  Awards  Gala  please  call 
408-795-6314  or  vis-  http://techawards.thetech.org. 
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Ask  Alexandra 

Do  you  pay  taxes?  Do  you  have  some  skepticism  about  stocks? 
Then  Lebenthal  &  Co.  has  a  recommendation  for  your  portfolio. 


BY  JAMES  M.  CLASH  AND  DANIEL  KRUGER 


THE  LEBENTHAL  FAMILY,  FIRST  FATHER  AND  NOW 
daughter,  knows  how  to  bring  marketing  sizzle  to 
the  boring  world  of  municipal  bonds.  Starting  in 
the  1970s  James  A.  Lebenthal  appeared  in  TV  and 
radio  ads  touting  the  virtues  of  his  small  New  York 
brokerage's  tax-exempt  issues.  In  his  gratingly  ade- 
noidal voice,  a  hardhat-wearing  Jim  Lebenthal  would  appear  in 
college  dorms,  subway  cars  and  water  tunnels,  saying  things 
like:  "Love  tax-free  money,  love  my  sewers." 

Alexandra  Lebenthal,  39,  who  took  over  the  firm  from  her  fa- 
ther in  1995,  has  tempered  Jim's  goofball  approach  with  new, 
straightforward  pitches  extolling  the  need  for  financial  planning 
with  munis  at  the  core.  With  her  rounded  vowels,  smooth  delivery 
and  good  looks,  she  is,  in  a  way,  living  out  her  early  ambition  to  be 
an  actress.  A  onetime  student  at  Manhattan's  American  Academy 
of  Dramatic  Arts,  Lebenthal  had  fantasies  of  accepting  an  Oscar. 
Then  she  decided  that  a  life  of  casting  calls  and  prayers  for  a  lucky 
break  wasn't  for  her.  You  can  see  her  on  the  screen — but  only  in  ads, 
on  which  she  spends  S1.5  million  yearly  of  her  firm's  money. 

It's  an  act.  Her  pitch  is  that  fixed-income  invest- 

ments arc  ary  ballast  in  any  but  the  riskiest  of  portfolios, 

and  that  high  bracket  holders  are  likely  to  do  much  better  with 
a  muni  b  Treasury  or  a  corporate  bond.  Risk? 

There  is  s  ant  to  eliminate  risk,  you 

shouldn't  havi  mds  in  your  account,  either. 

The  detain  ■  al -obligation  bonds  is  only 

0.26%  per  y  ea  r. 

Alexandra:'  iow  i  ucularly  good 

time  to  buy  muni.-  b< 
During  the  tech  I 
buy  a  muni  yielding  5 
month?  More  recently . 
ence.  To  plug  state  and  l< 
climbed  13%  this  war,  which  m, 


I    ting  cheaper. 

achronism:  Wh\ 

dd  double  in  a 

sens        influ- 

li  is.su       e  has 
'rices  (in  other 


words,  higher  yields).  Also  isade    ne  in 

credit  quality  brought  on  i  ve  stat     have 

been  downgraded  in  J003.  At  the  s  ites  s      mbK 


to  fill  their  coffers,  they  raise  income  tax  rates  and  make  doul 
tax-free  yields  all  the  more  alluring. 

The  effect  of  the  plentiful  supply  of  exempt  bonds  is  to  nar 
the  yield  spread  between  the  muni  and  a  comparable  Treas 
The  average  ten-year  AAA  muni — whose  interest  is  exempt  fr 
federal  income  tax  and,  for  residents  of  the  state  where  the  b 
was  issued,  usually  exempt  from  state  and  local  income  tax,  to 
yields  90%  of  what  you  would  get  on  a  Treasury  of  the  same 
turity.  As  recently  as  six  years  ago  that  yield  ratio  was  only  75c 

A  ten-year  Treasury  yields  4.2%  and  an  average  muni,  3. 
But  after  taxes,  assuming  the  36%  top  federal  rate,  that  Treas 
gives  you  only  2.7%.  What  about  corporate  bonds?  They 
better  than  Treasurys,  but  they  are  subject  to  state  tax  and 
riskier.  With  a  combined  40%  federal-state  tax  bite,  you'd  1 
to  get  6.4%  on  a  corporate  to  equal  a  3.8%  muni  in  afte 
yield.  You  can't  get  that  on  a  ten-year  corporate  without  dipj 
into  the  junk  end  of  the  quality  spectrum. 

FORBES  recommends  investment-grade  muni  bonds  bac 
by  taxes,  not  variable  revenue  like  airport  parking  fees.  As  1 
as  it  may  be,  try  to  get  bonds  without  a  call  feature  (the  rigt 
the  issuer  to  force  you  to  redeem  early),  or  at  least  those  l 
calls  far  in  the  future.  Along  these  lines  Lebenthal  likes  the 
year  New  York  City  general  obligation  bond  with  a  3.9%  ) 
issued  in  May.  Amid  a  bond  selloff  this  summer,  its  price  f 
bit— $4,000  per  $100,000  of  face  value— but  held  up  better  t 
corporates  did. 

If  you  are  risk-averse,  trade  in  airport  bonds  for  ones  issue 
suburban  and  rural  school  districts.  Another  solution:  Buy  a  n 
fund,  which  brings  diversification.  Vanguard  Long-Term  Tax 
empt,  for  instance,  has  a  five-year  annual  return  of  5.5% 
charges  a  mere  $0. 1 7  per  $  1 00  of  assets  annually.  Lebenthal  als< 
mutual  funds,  although  they  are  more  cosdy:  The  main  one, 
York  State  Municipal  Bond  Fund,  charges  a  4.5%  upfront  load 
$0.81  in  expenses,  returning  just  4.7%  annually  over  five  yeai 

The  trouble  with  munis  held  direcdy  is  that  they  are  fai 
liquid  than  stocks  or  Treasurys.  The  market  is  huge,  but  it  i 
vided  among  50,000  issuers  with  2  million  different  issues. 
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Money  &  Investing 


Munis  in  the  Wings 


These  solid  municipal  bonds  will  soon  be  issued,  but  there  is  no  price  or  other  info 
on  them  yet.  With  new  issues,  you  can  buy  without  getting  hosed  on  the  markup. 


Issuer 


Rating 


Amount 
($mil) 


California 

Golden  State  is  tarnished,  but  fiscal  recovery 
bonds  are  safe,  and  should  be  cheap. 


BBB 


$10,700 


Mount  Laurel  Township,  N.J.,  Board  of  Education 

Terrorism  haunting  your  portfolio? 
Schools  are  safer  than  bridges. 


AAA 


25 


New  York  City 

City's  heavy  debt  and  tight  budget 
usually  make  for  good  yields. 


400 


Pennsylvania  Higher  Education  Facilities  Authority 

Bonds  insured  by  XL  Capital. 


AAA 


61 


Puerto  Rico  Electric  Power  AAA 

These  insured  bonds,  like  all  P.R.  debt,  are  state  tax  exempt. 


128 


San  Diego  Public  Facilities  Financing 

Backed  by  a  GE  Capital  sub,  these  should 
be  safe  at  a  reasonable  price. 


AAA 


506 


Sources:  The  Bond  Buyer;  Merrill  Lynch:  Standard  &  Poor's;  Moody's. 


means  that  you  can  get  walloped  on 
markups.  The  spread  between  what  a 
dealer  pays  for  a  muni  and  what  he 
charges  you  should  ideally  be  a  cent  or  two 
on  the  dollar.  Alas,  you  can  get  slammed 
for  a  nickel  or  a  dime,  which  with  $10,000 
or  $100,000  bonds  adds  up  fast. 

While  Lebenthal  plays  this  down,  we 
have  our  own  suggestion  for  muni  buying: 
Buy  high-grade  bonds  when  they  are 
issued  and  plan  on  holding  to  maturity 
(see  table).  That  way,  you  avoid  the  horren- 
dous markups.  Our  list  of  upcoming 
issues  includes  rationales  for  each.  There's 
one  revenue  bond  on  the  list  (Puerto 
Rico);  the  rest  are  backed  by  taxing  power. 
Growing  up  at  Lebenthal  &  Co., 
founded  in  1925  by  her  grandmother  and 
grandfather,  Alexandra  got  a  taste  of  fi- 
nance early  on.  As  a  child  she  earned  a 
•  Kin  tor  a  day  helping  Grandma  Sayra  keep 
her  accounts  in  order.  After  Princeton 
Alexandra  did  a  short  stint  at  Kidder 
'eabody  She  joined  the  family  business  in 
at  $28,000  a  year  and  made  her  first 
lecaus      lewoni  n  on  the  other  end 
phor    thoug     she  sounded  cute. 
icgol     etopj    >in  1995,  when  it  oc- 
d  to  h      rthei      >ss,  Jim,  to  step  down. 


At  the  time  the  muni  market  was  beset 
scandals  (none  involving  Lebenthal),  fr 
a  derivatives  blowup  in  Orange  Coui 
Calif,  to  excessive  broker  markups.  Ji 
idea  was  that  "what  was  needed  at  Leb 
thai  was  a  breath  of  fresh  air,"  he  says. 

As  president  Alexandra  oversaw  a  1 
operation  of  three  dozen  brokers  confl 
to  New  York  munis.  While  not  given  to 
travagance — she  buys  her  Sex  and 
G'ry-inspired  Manolo  Blahniks  on  Eba 
she  gradually  moved  Lebenthal  &  Co.  i 
funds,  corporates  and  stocks. 

The  big  strategic  move  for  her  cam 
2001  when  she  sold  the  firm  to  M< 
Group's  Advest  division  for  $25  milli 
not  a  princely  sum.  But  she  got  a  comr 
ment  to  keep  the  firm's  name  and  in 
pendence.  To  Jim,  the  firm  stood—; 
should  always  stand — for  "dealing  with 
great  unwashed  in  a  fair  and  square  wa 

She  also  got  Advest's  backing  to  exp 
Lebenthal  beyond  its  New  York  roots. ' 
first  of  several  Florida  offices  opened 
year,  with  more  planned  for  New  Jerse; 
mid-September  French  financial  giant 
moved  to  acquire  Mony;  Lebenthal  says 
outfit's  deal  remains  intact,  and  third 
will  be  a  good  fit. 
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UP   AND    COMER 


LOAFER 


/Hen 
Edmonds 

I   All   Walks  of  Life" 


Styles  from  business  to  casual,  sizes  6-16  and  widths  AAA-EEE.  Truly  the  widest  selection 
available.  And  with  our  exclusive  Recrafting*  process,  you  can  add  new  life  to  your 
loafers  or  any  Allen-Edmonds  shoes.  For  a  catalog  and  dealer  near  you,  call  1-800-235-2348. 

Made  in   USA  Shoes  from  top  to  bottom:  Hillcrest,  Kingsley,  Danbury  allenedmonds.COm 


Money  &  Investing 


TRUSTS  &  ESTATES 


The  Stretch  IRA 

If  you  want  to  make  inherited  retirement  money  last  a  long  time,  some  fancy, 
footwork  may  be  required  before  year-end  |  by  ashlea  ebeung 


ONE  OF  THE  GREAT  LOOPHOLES 
in  modern  tax  law:  retirement 
accounts  that  go  on  com- 
pounding for  decades  after  the 
worker's  death,  for  the  benefit 
of  heirs.  One  of  the  great  morasses  of  tax 
complexity:  retirement  accounts. 

If  you  inherited  an  IRA  between  1998 
and  2001,  or  if  you  plan  to  leave  one  to  a 
trust  when  you  die,  pay  attention:  You 
may  need  to  act  now.  What  follows  is 
complicated,  but  could  produce  decades 
of  extra  tax  deferral  for  you  or  your  heirs. 
And  it  applies  not  just  to  Individual 
Retirement  Accounts  but  to  inherited 
Keoghs,  401(k)s  and  even  some  company 
pension  plans. 

If  you  inherit  a  retirement  account 
from  a  spouse,  you  can  treat  it  as  if  you 
earned  the  money,  meaning  you  can 
delay  taking  withdrawals  until  after 
you're  70  V2.  Inherit  one  from  someone 
else,  though,  and  you  have  to  start  liqui- 
dating right  away.  But  you  are  able  in 
many  cases  to  stretch  out  taxable  with- 
drawals over  your  own  life  expectancy — if 
you  avoid  some  traps  in  the  rules. 

One  of  those  traps  is  a  trust.  Even 
after  April  2002,  when  the  Internal  Rev- 
enue Service  issued  "final"  rules  covering 
mo..:  distribution  questions,  the  treat- 
ment <M  lei        heirs  through  a 

in  three  "pri- 
vate 1  as  cleared 
thin:                                    :  isn't  trust- 

ive  to  redo 


their 

A. 
April 
as  bene! 
trust  coul< 
trusts,  say. 
trust  could  then  1 
expectancy   or  calcui 
The  new  pi  1 


d  the 

rust 

i 
itions. 


strategy — if  you  name  a  single  trust  as 
beneficiary,  your  heirs  are  all  stuck  with 
the  life  expectancy  of  the  oldest  heir. 

"The  IRS  flip-flopped  with  no  warn- 
ing," grouses   Boston  lawyer  Natalie 
Choate,  author  of  a  book  on  IRAs  and 
trusts.  An  IRS  official  disagrees,  insisting 
that  the  rulings  are  consistent  with  earlier 
proclamations.  Whoever's  right  on  that 
point,  you'd  better  play  along  with  the 
new  rules.  So  if  the  beneficiaries  of  your 
trust  are  very  different  ages — say,  kids 
trom  a  first  and  second  marriage — your 
ounger  heirs  could  be  robbed  of  years  of 
Jeferral  unless  you  do  some  extra  plan- 
ing now.  Revise  your  beneficiary  forms 
ame  se]    rate  trusts  for  each  child  and 
I       a  lawyt 1  to  complete  the  paperwork 

ing  th    e  tru.s    oefore  you  die. 

Vorse.    ot  an    old  trust  will  work. 


For  example,  a  trust  that  doesn't  pay 
to  the  beneficiary  until  age  35  usu 
won't  qualify,  nor  will  one  where  pay< 
are  at  the  trustee's  discretion  or  pn 
cated  on  the  heir's  doing  something, 
staying  out  of  jail.  What  kind  of  ti 
always  qualifies?  One  where  all  requ 
payouts  must  pass  to  the  beneficiary  < 
year.  (If  the  beneficiary  is  a  minor, 
money  will  go  into  a  custodial  accou 
"You  have  to  ask,  'What  do  I  want: 
longest  stretch  for  payouts,  or  more  c 
trol?' "  says  Edward  Slott,  a  CPA  who  1 
www.irahelp.com.  Given  these  lim 
tions,  a  better  alternative  might  be  to 
get  the  trusts  and  (for  children  over 
leave  the  account  to  your  chik  < 
directly. 

Now,  for  those  who  have  rec 
inherited  retirement  accounts:  Ther 
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^Discover 
/Ae  aJJare  or  L/aiwan 


There 's  so  much  more  than  trade  and  technology 


From  the  bright  lights  of  the  big  city  to  the  adventurous  appeal  of  the 
outdoors,  Taiwan  has  something  for  everyone.  And  that  includes  world-class 
industry  and  infrastructure  for  business  and  the  technology  and  talent  to 
make  investment  pay  off.  Whether  for  business  or  pleasure,  you're  sure  to 
find  what  you're  looking  for  in  Taiwan. 
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Money  &  Investing 

a  special  dispensation  written  into 
April  2002  rules  for  you,  but  you  m 
take  advantage  of  it  by  Dec.  31,  s 
Michael  Jones,  a  CPA  in  Monterey,  Cal: 

Here  yet  more  background 
needed.  If  you  inherit  a  retirement 
count  from  a  parent,  the  wording  of: 
plan  affects  whether  you  can  stretch  i 
payments  over  your  lifetime.  While  m 
IRA  custodians  now  provide  for  stret 
outs,  a  company  401(k)  plan  might 
permit  them  or  might  not  say  whet 
they're  allowed.  Before  2001,  if  a  p 
was  silent  on  the  issue,  you  might  h 
been  forced  to  empty  out  the  acco 
within  five  years.  Proposed  IRS  rules 
leased  in  200 1  changed  that — now,  if 
plan  doesn't  say,  a  child  who  inherit: 
account  can  stretch  out  payments  c 
his  lifetime. 

The  final  April  2002  rules  contai 

Your  trust  says  th 
kids  don't  get  th 
money  until  age 
35?  ZapIThetai 
shelter  evaporate 

an  added  break:  They  allowed  folks 
had  earlier  inherited  accounts  that  a 
silent  on  stretch-outs  the  optioi 
switching  to  lifetime  withdrawals, 
same  option  was  given  to  heirs  who 
elected  the  five-year  payout,  or  had 
ply  missed  taking  the  annual  withdra 
necessary  to  start  an  annual  payoui 
make  the  switch,  by  the  end  of  this 
you  must  notify  the  custodian  of 
account  and  take  out  the  amount 
should  have  been  withdrawn  air 
under  a  lifetime  payout. 

A  hassle?  Sure.  But  particular 
you're  young,  it's  worth  the  effort. 
Francisco  financial  planner  Ann  T<  j 
nova  has  a  35-year-old  client  who  ir 
ited  a  $250,000  IRA  in  1998  and  was  j  | 
to  be  forced  to  empty  it  by  Dec.  31, 
because  he  originally  failed  to  elect  z  I 
time  payout.  Now  he's  switched  to  | 
time  distributions  and  will  have  49 
to  drain  the  account. 
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MAKERS  &.  BREAKERS 

For  more  financial  stats,  go  to  www.forbes.com/makers. 

Short  Circuit 


Wall  Street  is  abuzz  about  jabil  CIRCUIT  (28,  JBL),  maker  of  the  fast 
circuit  boards  and  electronic  systems  loaded  into  phones,  com- 
puters and  automobiles.  Recovering  from  a  two-year  slump,  sales 
for  the  fiscal  year  ended  Aug.  3 1  shot  ahead  33%  to  $4.7  billion  and 
earnings  24%  to  $43  million.  The  stock  is  up  49%  this  year. 

Wait  a  minute.  Is  this  outfit  worth  140  times  trailing  earnings? 
No.  First,  consider  the  bloody  PC  pricing  war  sparked  by  Dell  and 
Hewlett-Packard,  which  is  bound  to  affect  Jabil.  And  likely  already 
has:  Jabil's  cash  from  operations  for  fiscal  2003  ending  in  August 
plunged  to  $271  million  from  $554  million  in  fiscal  2002. 

The  sales  gains  have  to  be  taken  with  a  grain  of  silicon.  As 
companies  like  Lucent,  Compaq  (now  part  of  Hewlett-Packard) 
and  Philips  Electronics  move  to  outsourcing  of  subassemblies, 
they  sell  work  in  progress  and  other  operations  to  Jabil,  which 
then  gets  a  contract  to  do  the  work.  The  Center  for  Financial  Re- 
search &  Analysis,  an  accounting  watchdog  group,  raises  the  ques- 
tion of  whether  Jabil  could  be  way  overpaying  for  a  manufactur- 
ing operation  (a  long-lived  asset)  while  getting  a  bit  overpaid  for 
the  circuit  boards  coming  out,  creating  immediate  profits?  Jabil  in- 
sists there  is  no  such  back-scratching  going  on.  But  it's  unnerving 
that  Jabil  won't  even  say  how  much  revenue  it  gets  from  compa- 
nies that  it  has  bought  operations  from.  Jabil  has  indeed  paid  some 
sweet  premiums:  Of  the  total  $614  million  it's  paid  for  nine  deals 
made  since  November  200 1 ,  $236  million  was  for  goodwill  or 
other  intangibles. 

And  it's  taking  big  restructuring  charges,  which  helped  gener- 
ate tax  deductions.  In  the  nine  months  ended  May  2003 — the  full 


annual  report  hadn't  yet  been  released  at  press  time — Jal| 
recorded  pretax  income  of  $13.1  million,  but  another  $9.8  m 
lion  came  from  tax  reversals,  bringing  net  income  to  $22.9  millic 
The  company  says  it  is  finished  with  restructuring  in  its  new  fis< 
year,  so  this  benefit  could  be  crimped.  Jabil  says  the  restructurii 
which  includes  cost-cutting,  will  fuel  better  future  performana 
Maybe  so,  but  you  also  have  to  wonder  why  the  company 
top  officers  and  directors  have  been  unloading  shares,  selling  $'• 
million  worth  since  Jan.  1.  Most  of  that  came  from  Chairm; 
William  Morean,  son  of  the  founder,  who  unloaded  3  milli< 
shares  out  of  his  holdings  of  33  million.  Jabil's  spokesperson  pla 
this  down,  saying  insiders  "have  financial  needs  just  like  anyo; 
else."  Short  the  stock;  cover  at  $20.  — Elizabeth  MacDona 


Roll  the  Dice 

They  say  that  in  Las 
Vegas  the  house  al- 
ways wins.  But  the 
weakened  economy 
has  not  been  good  for 
Sin  City's  premier 
casino  companies. 
M'.M  Mirage  (the 
Bellagjo,*  and, 
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which  boast  higher  margins  and  are  less 
labor-intensive  than  the  table  games  so  im- 
portant at  the  glitzy  Strip  palaces. 

Deutsche  Bank  gaming  analyst  Marc 
Falcone  thinks  Station  is  the  best  bet,  de- 
spite its  lofty  trailing  price/earnings  multi- 
ple of  47  (MGM  Mirage's  is  27).  Reason: 
Station  has  a  much  higher  growth  potential 
and  a  more  predictable  revenue  stream. 
First-half  earnings  quadrupled  to  $33  mil- 
lion on  $410  million  in  revenue. 

— Matthew  Miller 

Consumer  Alert 

\mong  consumer  products  companies, 

•  ^ilRCH  &  DWICHT  (34,  CMO)  is  tiny,  with  its  $2 

million  in  annt  ,il  sale^  just  5%  of  Procter 

lble's. x,  t  Scot   Brayman,  manager 

i         entitle    .malic   unpany  Fund,  notes 


Stock  price 

S5Q 


that  over  the  past  decade  Church  &  Dwig 
has  boosted  earnings  per  share  at  a  cor 
pound  rate  of  20%  by  assembling  a  wi 
ning  portfolio  of  brands.  In  addition 
bestsellers  like  Brillo 
pads  and  its  corner- 
stone Arm  &  Ham- 
mer baking  soda  line, 
it  recently  acquired 
Trojan      condoms, 
Arrid  deodorants  and 
Pepsodent  toothpaste. 

Granted,  Church's  small  size  makes 
less  efficient:  Its  10%  operating  marg 
is  half  of  P&G's.  But  in  light  of  a  cost-ci 
ting  push,  Brayman  expects  1 5%  by  20C 
At  an  18  P/E,  Church  &  Dwight  is  cheap 
than  P&G  (25),  Unilever  (23)  ar 
Colgate-Palmolive  (24). 

— Christopher  Helnu 
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It's  a  revolution  that's  already  delivering  higher  performance,  more  value, 
and  lower  IT  costs  to  75  percent  of  the  Global  2000. 

It's  making  it  easier  to  meet  business  goals — not  to  mention  IT  budgets. 

It's  making  it  easier  to  optimize  the  apps  your  people  and  customers 
use  everyday. 

It's  about  fixing  IT. 

It's  the  Business  Technology  Optimization  revolution. 

So  you  have  two  choices. 

You  can  wait  until  the  flag  shows  up  at  your  door,  or  you  can  join  the  revolution 
at  www.mercuryinteractive.com/fr 

Get  Optimized'." 
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Yfisf  But  1  By  James  Grant 

The  Dollar  Meltdown 


THE  FEDERAL  RESERVE  BOARD  IS  WORKING  TO  RAISE 
the  inflation  rate  while  the  U.S.  Treasury  is  trying  to 
talk  down  the  dollar  exchange  rate.  Not  every  day 
does  the  world's  hegemonic  power  pursue  a  policy  of 
currency  debasement.  Still  less  frequently  does  it  have 
the  courtesy  to  tell  its  creditors  what  it's  doing  to  them. 

To  judge  by  the  summertime  spike  in  yields,  the  bond  mar- 
ket is  absorbing  the  message.  On  the  evidence  of  the  relatively 
stable  U.S.  dollar  exchange  rate,  the  currency  markets  are  deny- 
ing it.  However,  the  currency  markets  are  not  so  much  in  denial 
as  they  are  under  a  thumb.  In  the  short  run  the  relationship 
between  the  dollar  and  the 
Japanese  yen,  and  the  dollar 
and  the  Chinese  yuan  (to  pick 
just  two  Asian  currency-dollar 
exchange  rates)  are  influenced, 
if  not  controlled,  by  govern- 
ments. But  in  the  long  run  it's 
arithmetic  that  decides. 

And  what  the  arithmetic 
will  decide,  I  believe,  is  that 
the  dollar  will  cheapen,  par- 
ticularly against  the  Chinese 
yuan,  fixed  for  the  past  nine 
years  at  8.28  or  so  to  the 
greenback.  The  story  of  the 
yuan  is  the  story  of  the  jury- 
rigged,  lopsided  international 

monetary  system — therefore,  the  story  of  the  dollar.  It  would 
make  a  fine  movie  script. 

On  the  lace  of  things,  you'd  suppose  that  the  yuan  would  be 
exactly  the  currency  not  to  own.  It's  inconvertible,  meaning  the 
Chinese  govei  nment  does  not  allow  its  free  exchange  into  alter- 
nate; currencies.  And  it's  fast-multiplying,  with  the  Chinese 
mone;  apply  leaping  by  20%  a  year.  Moreover,  this  paper  cur- 
rency— the  cu  workers  and  peasants  and  the  Chi- 
nese I  ;  ;e!ds  next  to  nothing.  Besides  which, 
the  i  broke. 

the  yuan  will  appreciate.  One 

is  the  dollar  itself,  the  greatest 

mid  sterling  ruled  the 


The  Fed  is  working 

hard  to  cheapen  the 

dollar,  specifically 

against  the  yuan. 

Here's  how  to 

make  the  Chinese 

currency  work 

for  you. 


source 
success  in  ! 
comma 
into  gold 

So  mui 
bankers  willi 
to  euros — U  i 
is  cheap,  saving     i 

China  sen/    the  I    S 
average  daily  wa^      ite 


>ound  'vas  convertible 

that  central 
lollar  t<  j   Id, 
where  I    -or 
ire  nek;  to  be  precii 
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dollars,  produced  at  a  margin 
cost  of  roughly  zero.  Empl 
shipping  containers  from  Aij 
pile  up  outside  deepwater  UJ 
ports,    because    there    isrjj 
enough  westbound,  America.] 
made  merchandise  to  fill  the 
for  the  return  voyage  hor 
And  the  dollars  pile  up  on  f  I 
balance  sheet  of  the  Peopl<| 
Bank  of  China  at  the  rate 
$10  billion  a  month.  The  bail 
acquires  them  at  the  aforementioned  rate:  8.28-to-l. 

The  People's  Bank  could,  of  course,  refuse  to  acquire  tho 
dollars  at  that  rate.  By  stepping  aside  it  could  let  the  greenba 
find  its  own,  presumably  lower,  rate — "presumably"  becau 
the  Chinese  surplus  with  the  U.S.  is  running  at  $100  billion 
year.  And  China  should,  and  will,  I  believe,  let  the  yuan  apprec 
ate,  not  because  it  is  in  America's  interest,  but  because  it  is 
China's.  The  influx  of  dollars  is  seeding  a  huge  and  destabilizii 
monetary  expansion  in  China. 

It  is  therefore  no  accident  that  the  Shanghai  real  estate  ma 
ket  is  on  fire,  that  Chinese  loan  growth  is  burgeoning  or  th 
frightened  Chinese  monetary  authorities  have  been  unable 
keep  the  lid  on  Chinese  money-supply  growth.  By  making  t) 
yuan  too  cheap,  they  have  also,  necessarily,  made  it  too  plentifi 
The  eminent  French  economist  Jacques  Rueff  once  reflect! 
on  the  chronic  "oversupply  of  dollars  outside  the  U.S.  as  a  cot 
sequence  of  the  prolonged  deficit  of  the  U.S.  balance  of  pa 
ments."  He  sounded  that  warning  in  1967,  36  years  before  tl 
warning  now  in  front  of  you.  So  there  is  another  warning:  Tin 
ing  is  problematical. 

For  those  who  believe  that,  in  the  shadow  of  a  presidenti 
election  year,  the  U.S.  government  will  somehow  succeed  in  i 
quest  to  make  the  dollar  cheaper  (and  the  bilateral  deficit  wi 
China  smaller):  How  to  invest? 

For  anyone  who  does  not  happen  to  have  a  derivativ 
dealer  on  call,  there  is  onlv  one  easy  way  to  play  the  yuan.  Th 
is  to  open  a  yuan-denominated  account  at  Everbank  Wor 
Markets,  a  division  of  First  Alliance  Bank,  Jacksonville,  Fla.  Yo 
the  federally  insured  depositor,  would  own  virtual  yuan  (rea 
that  the  currency  is  inconvertible).  But  if  there  were  a  revalu 
'.ion  versus  the  dollar,  you  would  be  a  winner.  It  costs  one-h< 
of  1%  to  get  in  and  one-half  of  1%  to  get  out.  While  awaitii 
the  triumph  of  arithmetic,  you  would  earn  interest  of  one-h< 
>  I  %  a  year.  And  you  could  wait  a  while.  The  inevitable  alwa 
happens,  but  not  always  when  it's  most  convenient. 

-Ql'bCS  James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observ 

— ^—  Visit  his  home  page  at  www.forbes.com/grant. 
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Gigantic  swings. 
Late-day  rallies.  Exciting  closes. 
You'll  be  amazed  at  how  much 
drama  one  cup  can  hold. 


The  race  for  The  Charles  Schwab  Cup  has  been  heating  up,  and  it 
looks  like  the  winner  won't  be  decided  until  the  year's  final  event,  The 
Charles  Schwab  Cup  Championship.  Tune  in  to  all  the  remaining 
events  on  The  Golf  Channel  to  watch  the  action  unfold  and  see  who 
walks  away  with  $1  million,  a  most  prestigious  trophy  and  all-out  bragging 
rights.  The  Charles  Schwab  Cup.  It's  serious  business. 


4ampions  1    charles  schwab 


TOUR 


charlesschwabcup.pgatour.com 


Ahsnlnfp.  Rfiturn  |  By  Lisa  W.  Hess 

The  Other  Asia  Play 


China  stocks  have 
gotten  ahead  of 


AT  THE  BEACH  THIS  SUMMER  I  WAS  LYING  ON  A  FLOAT 
that  carried  these  words  in  15  languages:  "Made  in 
China."  That  simple  phrase  sums  up  the  long-term 
case  for  investing  in  Asia.  The  SARS  panic  proved  to 
be  no  more  than  a  temporary  blip.  Asia  is  the  cheap- 
est place  in  the  world  to  manufacture  goods,  and  for  that  reason 
its  potential  for  investors  is  immense. 

Fast-growing  China,  for  all  that  its  economy  is  still  run  by 
Communists,  has  developed  a  serious  case  of  capitalism.  Karl 
Marx  was  right:  Capital  will  drive  out  labor.  With  globaliza- 
tion, capital  will  find  the  lowest-cost  provider,  both  of  manu- 
factured goods  and  intellec- 
tual products. 

Don't  be  fooled,  however, 
into  believing  that  this  prog- 
ress will  be  a  steady  upward 

line,  chinas  growth  is  so    themselves  and  are 

strong  that  the  U.S.  and  others 

in  the  West  are  urging  Beijing  due  f  Of  3  fall.  SO 

to  slow  down  by  freeing  the  u-x* 

Chinese  currency  to  move  up  Shift  V0lir  money 

ward,  making  Chinese  goods  -^  g0Q(j  j^gg 

more  expensive. 

Along  with  fellow  colum- 
nist Jim  Grant  (see  p.  144),  I 
believe  this  is  going  to  hap- 
pen. China  cannot  continue 
such    grotesquely   lopsided 

trade  balances  with  others  indefinitely.  Its  rulers  are  listening  to 
their  Western  trading  partners.  A  harbinger  of  this  shift  is  that 
China's  leaders  have  shown  welcome  flexibility  toward  Hong 
Kong,  a  long-time  Western  outpost  now  under  their  control. 
The  Chinese  government  has  eased  restrictions  on  Hong  Kong 
visits  by  Mainlanders  and  has,  for  the  time  being,  withdrawn  a 
plan  to  restrict  individual  liberties  in  the  city. 

Given  the  present  climate,  China-based  stocks  are  getting 
ahead  of  themselves.  The  Hang  Seng  Free  Mainland  25  Index  is 
0%  this  year.  As  a  result  the  China  Fund  has  enjoyed  an 
performance,  doubling  in  price  thus  far  in  2003. 
Mu.  h  oi  that  advanc  me  after  I  recommended  this 

do  n  rm  L7  column,  up  80%  since  then  to 

$27  p<  advic       ■••    -11  it  now. 

!  -ing  Asian  market  that 

man-  sions  with  the  North's 

regime,  Ho  a  "sea  of  fire," 

have  he  h  K  lively  spe.  i    ig 

The  Koi  ,i   iast  year's  high,  alth<  agh 

ithasmana.  i   nK    spring.  Ove  all  the  J  >rea 

index  has  rise  rthantht  do's  15'   ,  vet 


issues— but  avoid 
the  chaebols. 


nothing  like  China's.  Aside  frc 
the  North's  saber-rattling,  Soi' 
Korea  has  other  negatives:  t 
stifling  nature  of  the  four  grii  | 
chaebols  (corporate  conglomi 
ates),  a  belligerent  labor  foi 
and  a  potentially  overextend 
consumer.  This  Asian  Tiger  s 
has  a  lot  of  potential  to  expk  | 
however. 

Several  marquee  Kore  | 
companies  operating  outside  t 
chaebols'  smothering  embrace  are  selling  at  reasonable  prices. 
Korea  Electric  Power  (10,  kep),  the  largest  producer  of  ener 
in  Korea,  is  a  direct  beneficiary  of  the  nation's  solid  econon 
growth.  While  up  this  year  by  a  tidy  19%,  this  Americ 
Depositary  Receipt  remains  a  classic  deep-value  play,  selling  a 
third  of  book  value  with  a  3.5%  dividend  yield  and  a  traili 
price/earnings  ratio  of  4.5. 

Other  than  nuclear  devastation,  Kepco's  risks  include  e 
posure  to  rising  oil  prices  (the  company  must  import  all 
fuel)  and  to  a  strengthening  dollar,  which  would  make  i 
paying  some  of  their  debt  more  costly.  Another  downsic 
The  Korean  government  owns  53%  of  Kepco  and  has  th 
far  not  kept  its  longtime  promise  to  streamline  compa. 
operations. 

Then  there's  Pohang  Steel  (31,  pkx),  the  peninsula's  largi 
steel  manufacturer  and  until  very  recently  the  lowest-cc 
steel  provider  in  the  world.  Currently  a  couple  of  Chine 
companies  have  taken  the  lowest-cost  crown,  but  they  a 
not  now  available  for  investment.  Demand  from  China 
helping  to  buoy  Posco's  revenue  and  to  keep  prices  firm. 

Although  Posco's  stock  has  rallied  this  year  by  24c 
prospects  are  still  excellent  and  valuation  still  quite  fair.  Pos 
sells  at  seven  times  trailing  earnings  and  one  times  book,  wit! 
2.2%  dividend  yield.  The  company  is  paying  down  debt  and  h 
committed  to  improving  its  balance  sheet.  Long-term  risks  i 
elude  rising  labor  costs  and  a  slacking  off  of  Chinese  demand 
that  country's  domestic  production  rises. 

If  you  want  a  closed-end  fund  that  includes  Kore; 
stocks,  the  best  is  the  Morgan  Stanley  Asia  Pacific  Fund,  oi 
that  I  recommended  in  March.  True,  this  is  no  pure  play  < 
Korea:  The  fund  has  only  13%  of  its  holdings  in  Korea  (h; 
are  in  Japan).  Nevertheless,  it  is  cheap  at  a  13%  discount 
net  asset  value.  Its  annual  expense  ratio  is  1.35%. 

I  haven't  yet  encountered  a  float  made  in  Korea.  Regar 
less,  Korea  has  good  stocks  that  shouldn't  sink  on  you. 


Forbes 


Lisa  W.  Hess  is  a  New  York  money  manager. 
Visit  her  home  page  at  www.forbes.com/hess. 
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Catch  and  Release 

British  entrepreneur  Peter  Power  spent  his  youth  landing  a  fortune.  Now  he's  found 
an  unusual  place  to  let  go  of  it:  in  the  Russian  tundra. 

BY  MONTE  BURKE 


A  FIEF  VMORN1 
maki.,.,  gracefi  I  ..asts 
with  a  two-handed  fly 
rod,  Peter  Q  ! 
on  a  i  «.  1  by  tl 
Rive  i 

Peninsula  and  feasts  01 
rare  Moscow  beef.  Hi 
copter,  a  relic  of  the  S< 
on  a  ridge  behind  him 
whisk  him  off  to  the  ne 
lunch.  Two  Russian  fisi 
hunched  over  a  cairpfiu 
potatoes.  "You  know," 
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old  British  entrepreneur,  "it's  good  to  be  at 
the  top."  So  to  speak.  This  part  of  the 
peninsula  is  150  miles  above  the  Arctic 
Circle  in  northwestern  Russia,  bordered  by 
the  Barents  and  White  seas. 

Power  is  absolute  lord  of  his  own  re- 
markable fiefdom.  He  controls  2  million 
acres  of  austere  Ru      in  tundra,  veined 
with  icy  rivers  that  i  >st  some  of  the  last 
ine  runs  of  Atlantic  salmon.  On  this 
erty  Power  o  ei  t<    a  fishing  retreat 
e  guests  >ay  u]   u  SI 0,000  a  week. 
r   s  a     1  ui  b    75  Russians — what 
s     artjily  — who  regard  him 


with  a  blend  of  fear  and  love  as  he  me 
out  lessons  in  Western-style  capitalism 

But  it's  the  chance  to  leave  an  ind< 
ble  mark  on  the  world  that  really  dri 
him.  Power  wants  his  watershed 
become  a  permanent  preserve  for  t 
threatened  Atlantic  salmon.  That's  not 
easy  to  pull  off  in  this  part  of  the  wor 
He  has  fought  off  lawsuits  (20  at  L 
count),  blackmail  and  even  physi< 
threats.  These  he  regards  as  challengi 
rapids  along  the  way  to  his  goal. 

"It's  beyond  money.  It's  fate,"  he  sa 
"I've  led  a  pretty  selfish  life  and  have  be 


Peter  Power  rules 

a  2-million-acre 

salmon  sanctuary 

on  the  Kola 

Peninsula. 


;n  a  God-ordained  opportunity  to  do 
lething  really  wonderful,  beyond  self.  I 
— good  Christ — how  many  people 
n  have  a  crack  at  something  like  this?" 
Power  grew  up  in  the  British  Midlands, 
of  six  children  in  a  family  that  had  a 
b  share  of  a  1 50-year-old  wire-strapping 
iness.  When  he  was  14  his  father  died, 
ing  the  family  with  enormous  death 
s  that  nearly  pushed  it  into  bankruptcy. 
y  mother  looked  to  me,"  he  says.  At  age 
-among  the  first  to  use  plastic  strap- 
g,  instead  of  wire,  to  wrap  newspaper 
idles  after  they  leave  the  printing  press — 


he  bought  out  his  father's  partner  and  re- 
launched the  company  as  Power  Industries. 
By  1 989  he  was  sole  owner  of  a  profitable 
global  company  with  $27  million  in  sales. 

Success  came  at  a  cost.  "I  loved  things, 
was  materialistic  and  a  control  freak," 
Power  says.  "The  process  of  making 
money  had  become  an  addiction."  He 
cashed  out  early,  at  age  52,  selling  his 
company  to  Interlake,  an  Illinois  pack- 
ager, for  $37  million.  "Without  a  com- 
pany to  run,  I  was  a  lost  soul,"  he  says. 
"Combined  with  my  propensity  to  drink, 
it  was  a  disaster."  A  three-year  tailspin 
landed  him  in  a  London  rehab  clinic. 

In  1997,  sober,  Power  set  out  in  search 
of  a  way  to  put  his  money  and  energy  to 
use.  Being  an  avid  Atlantic  salmon  fisher- 
man, he  knew  about  Russia's  Kola  Penin- 
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sula.  Off-limits  to  foreigners  during  the 
Cold  War  because  of  its  military  bases,  it 
had  become  accessible  again.  Power  won 
permission  from  Russian  authorities  to  buy 
a  sport-fishing  operation  run  by  Swedes 
that  was  $500,000  in  debt.  For  $2  million 
(including  the  cost  of  the  goodwill  and 
debt  repayment)  he  got  a  company  with  a 
49-year  lease  on  the  Rynda,  Kharlovka  and 
East  Litza  rivers  and  the  land  they  run 
through.  He  called  the  area  Three  Rivers. 

The  Russians  thought  he  was  crazy  to 
spend  that  much  on  rivers  and  barren  ter- 
ritory. "From  their  perspective  I  was  an 
extremely  rich  nutcase,"  Power  says.  He 
received  threats  on  his  life,  forcing  him  to 
hire  bodyguards.  When  his  Russian  lawyer 
died  during  the  purchase  in  1997,  the 
widow  took  Power  to  court,  making  a 
claim  to  the  property.  Power  prevailed,  as 
he  has  every  time  someone  has  taken  him 
to  court  in  Russia. 

Power  is  spending  $1.5  million  to  re- 
build fishing  camps  on  his  rivers,  to  which 
each  summer  he  invites  400  guests  (mostly 
Westerners),  culled  from  a  list  of  1,000 
monied  supplicants.  They  pay  $3,500  to 
$10,000  a  week,  depending  on  the  antici- 
pated quality  of  the  fish  run,  and  fly  in  on 
Power's  privately  chartered  jet.  During  this 
year's  15-week  season  the  camp  housed 
an  average  26  anglers  at  a  time,  yielding 
$2.1  million  in  revenue.  Though  Power 
lost  $750,000  in  his  first  three  years  of  op- 
eration, he  since  has  made  enough  to  do- 
nate $100,000  annually  to  environmental 
and  Russian  charities. 

From  his  dacha,  which  overlooks  the 
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Announcing  the  New  Book 
by  Joe  Calloway  . 


us  no-nonsense  guiae 
to  beating  the  competition, 

Calloway  offers  hope 

to  companies  confronting 

a  constantly  changing 

and  increasingly 

competitive  marketplace." 

-  Publishers  Weekly 


Don't  strive  to  be  a  leader  in  a  category. 

Create  a  separate  category  and  be  the 

only  one  in  it  That's  true  differentiation. 

Joe  Calloway's  highly  acclaimed  new  book 

shows  you  how  to  win  and  keep 
today's  customer  by  creating  compelling 

experiences  that  take  you  out  of  the 
price  wars  and  into  the  creation  of  value. 


FORBES  LIFE  I  YARN 


"Becoming  a  Category  of  One  shows 

'  what  it  takes  to  build  a  brand  on  something 

more  than  just  productThis  book  inspires 

us  to  go  for  greatness,  and  to  win 
by  using  our  hearts  as  well  as  our  minds." 
-  Ken  Blanchard,  authorjbe  One  Minute  Manager 

"Calloway  offers  an  energetic  piece  on 

branding,  company  culture,  and  customers. 

With  companies  scrambling  to  survive  in  this 

dicey  economy,  the  book  is  apropos  for  all 

business  collections." 

-  Library  journal 

"If  you  could  have  everyone  in  <■  lur  company 

read  just  one  business  book,  this  should 

be  it.  Becoming  a  Category  of  One  is 

very  straight  talk  about  how  it's  everyone's 

responsibility  to  help  build  the  brand." 

-Dcmel  Burrus,  author,  Techr* 

dby  4  WILEY 


Available  wher~ 
or  visit  vvww.ji 


are  sold. 


Rynda  camp  like  the  stronghold  of  a  feu- 
dal lord,  Power  runs  Three  Rivers  with  an 
extraordinary  attention  to  detail.  The  Rus- 
sians all  speak  English,  flags  representing 
the  guests'  nationalities  fly  above  the  camp 
and  the  tundra  is  kept  absolutely  spotiess. 
Camp  rule  number  one:  All  guests  must 
play  hard — and  work  hard.  "Camp  rule 
number  two  is  that  all  the  women  belong 
to  me,"  he  says  with  a  smile,  though  it's 
hard  to  tell  if  he's  kidding  or  not.  "It  takes 
someone  of  his  outsize  personality  and — 
I  mean  this  in  the  best  sense  of  the  word — 
of  his  ego  to  pull  all  of  it  off  as  grandly 
and  efficiendy  as  he  does,"  says  NBC's  Tom 
Brokaw,  a  guest  in  June. 

"He  rules  with  an  iron  fist,"  says  Yvon 
Chouinard,  founder  of  clothingmaker 
Patagonia,  who  spent  a  week  there  this 
summer.  "It's  a  style  of  management  that 
makes  him  indispensable." 

Poachers  used  to  take  75%  of  the  fish 
from  these  rivers  (a  salmon  fetches  up  to 


Kharlovka  River  camp:  Only  a  select  few  are  invited 

S50  on  the  Scandinavian  black  market). 
As  one  of  his  first  hires,  Power  took  a 
poacher  on  as  a  guide.  Power  provides  the 
kitchen  help,  helicopter  pilots,  guides  and 
personal  attendants — all  natives  of  this 
particularly  destitute  part  of  Russia — with 
secure  livelihoods.  He  makes  sure  the 
Severomorsk  regional  government  is 
made  aware  of  the  annual  SI. 5  million 
that  his  operation  !  'ings  into  the  area. 
"They  know  that  \  thout  my  presence, 
there  would  still  b  poaching — and  no 
[paying]  fishermen         says. 

Each  year  Po  senior  military 

and  political  ligui      ,t      j  camp.  Thus  he 

e  ca       the      te  of  an  American, 

a         o  ran  fishing  camps 


"Camp  rule 
number  two 
is  ALL  THE 
WOMEN 
belong  to 

on  the  peninsula.  In  1995,  Davies  says 
politician  broke  his  lease  and  awarded  it 
a  rival  Russian  company.  Two  helicoptr 
with  Russian  police  wearing  black  r: 
masks  descended  on  Davies'  camp  a 
evicted  him  and  his  clients.  Davies  says  he 
still  owed  SI  million.  "Those  bloody  Ri 
sians,"  he  rails.  "There  is  no  legal  meel 
nism  in  Russia  for  the  settlement  of  coi 
mercial  disputes." 

There  is  also  nothing  quite  like  wk 
Power  has  in  mind  for  this  land:  a  chart 
ble  salmon  preserve.  Backed  by  the  Adar. 
Salmon  Federation  and  i 
North  Adantic  Salmon  Fui 
he  is  negotiating  with  Russ. 
politicians  to  keep  the  acra 
safe  from  development 
perpetuity.  Funding  woi 
come  from  a  charitable  tr 
he  has  established  and  fix 
fees  paid  by  guests. 

Twenty  Russian  ward 

already  patrol  the  riv* 

some  armed  with  Kala 

nikovs  to  discourage  poa 

ers.  There  are  no  dams  '<. 

no  pollution,  two  man-m. 

insults  that  have  destroyed  runs  of  salrr 

in  more  developed  areas.  Worldwide, 

Atlantic  salmon  population  has  fal 

75%  to  3.5  million.  "What  he's  doin 

extraordinarily  exciting,"  says  Willi 

Taylor,  president  of  the  Adantic  Sain 

Federation. 

"In  my  life  I've  made  newspapers  a 
cheaper  than  they  otherwise  would  h 
been.  No  one  would  remember  me 
that,"  says  Power.  "I  want  to  leave  soi 
thing  behind."  He  exhales  a  blue  pit 
of  Rothmans  smoke.  "This  is  the  stor 
a  man  who  took  a  while  to  figure  out  r 
to  live  a  great  life,  then  decided  he  wc 
do  so  by  creating  happiness,"  he  says. ' 
just  magic.  Bloody  magic." 
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Translate  learning  into  superior 
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Columbia  Executive  Education 
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SCHOOL 


vt  Columbia  Business  School  Executive  Education,  our  #1  ranked  programs  set  the  global  standard  for  success 
►y  achieving  measurable  results.  Our  methodology  is  designed  to  yield  immediate  benefits  for  executive  participants 
nd  their  organizations  through  learning  grounded  in  today's  business  challenges,  focused  coaching  that  addresses 
ndisidual  development  needs,  and  the  development  of  a  personal  case  to  effectively  apply  new  knowledge  and  skills. 

experience  learning  targeted  to  your  needs.  We  provide  short-term,  non-degree  programs  for  executives  in  the  areas 

f  Leadership,  Management  Development,  Marketing  and  Sales  Management,  and  Finance  and  Accounting.  Our 

ffenngs  address  the  needs  of  executives  at  every  level,  from  the  emerging 

nanager  to  the  senior  leader.  We  are  also  renowned  for  our  Custom 

Programs,  designed  to  meet  the  unique  executive  development  requirements 

fa  particular  company  :  and  for  extraordinarily  powerful  programs  for  non- 

rofit  organizations  through  our  Institute  for  Not-For-Profit  Management. 

knefit  from  our  global  reach.  Programs  are  delivered  by  our  world-class 
acuity  of  global  scholars  from  diverse  national  backgrounds  with  worldwide 
onsulting  experience.  Executives  from  more  than  sixty  countries  participate 
11  Columbia  Executive  Education  programs  each  year,  providing  a  broad 
naming  and  networking  opportunity.  The  international  focus  of  our  programs 
xplores  best  practices  and  breakthrough  insights  applicable  to  the  global 
aarketplace,  and  allows  participants  to  also  share  their  own  experiences.  The 
alue  of  this  peer  interaction  is  reflected  in  our  #1  ranking  in  quality 
f  participants  I  Financial  Times). 

Achieve  real  results.  'Perhaps  the  most  powerful  thing  I  gained  was  a 

snewed  and  enriched  sense  of  possibility  combined  with  much  clearer  insight 

nd  understanding... this  is  what  great  leadership  and  shaping  the  future  is  all 

bout."  (Columbia  Executive  Education  program  participant).  Our  ongoing  research  project  indicates  that  Columbia 

Executive  Education  participants  experience  significant  gains  in  global  awareness  and  international  sensitivity,  strategic 

nd 'enterprise-wide  thinking,  leadership  and  ability  to  influence  others,  self-awareness,  and  enhanced  ability  to  manage 

hange.  Columbia's  advantage  is  our  ability  to  teach  executives  how  to  translate  great  ideas  into  action. 

.earn  from  the  leader.  For  the  third  year  in  a  row,  the  Financial  Times  has  ranked  Columbia  Executive  Education  the 
1  executive  education  provider  worldwide.  Key  elements  of  that  ranking  indicate  Columbia  as  the  leader  in  course 
esign,  new  skills  and  learning,  international  participants,  program  follow-up,  quality  of  participants,  value  for  money, 
nd  custom  programs.  Columbia  Executive  Education  is  dedicated  to  learning  that  powers  executives  and  their 
rganizations  to  achieve  superior  performance. 


Columbia  Executive  Education 

'olumbia  Business  School 
880  Broadway.  4th  floor 
\rmstrong  Hall 
Jew  York,  NY  10025 
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Anytime,  anywhere... 

Earn  your  Associate's,  Bachelor's,  or 
Master's  degree  online. 

The  timing  for  a  degree  may  never  be  better  than  now; 
the  flexibility  of  FMU's  Online  University  allows  you 
to  transform  your  spare  time  into  opportunity. 

Degree  completion  is  easier  to  achieve  at  FMU  Online 
University.  We  make  earning  a  degree  possible  by 
allowing  you  to  fit  classes  around  your  busy  schedule; 
FMU  Online  University  is  the  perfect  choice  for 
professionals  with  busy  lives. 

FMU  Online  University— Online  convenience  to 
accelerate  your  career. 


Online  programs: 

•  Accounting:  AS,  BS 

•  Business  Administration:  AS,  BS,  MBA 

•  Criminal  Justice:  AS,  BS,  MSCJ 
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Business 

And  man\  more! 

wvw.UMassOnline.net 
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Earn  your  MBA  online 

from  one  of  the  nation's  top  business  schools. 


Indiana  University's  Kelley  School  of  Business 
offers  a  part-time,  distance  learning  MBA 
program  that  gives  students  the  opportunity 
and  convenience  to  complete  coursework 
online  from  home,  work,  or  any  remote  location. 

Courses  are  taught  by  the  same  world-renowned 
faculty  who  teach  in  Kelley's  prestigious  full-time 
and  part-time  MBA  programs. 

Value.  Convenience. 

Call  (31 7)  278-1 566  or  visit  our  Web  site: 

kdirect.iu.edu 


Online  MS  degrees  in  Finance,  Global  Supply  Chain 
Management,  and  Strategic  Management  available. 


Quality. 

IndianaUniversity 

KEUEV 

School  of  Business 


Customer  service  is 

makes  us  unique. 

•  100%  online  learning;  no  campus  residency 

or  on-site  requirements 

•  flexible  start  and  end  dates 

•  one-on-one  faculty  mentoring  and  guidance 

•  master's  and  Ph.D.  degrees  in  business  and  psychology 


Northcentral 
University  < 


we 


www.ncu.edu/online 

Accredited  by  The  Higher  Learning  Commission 
->d  a  member  of  the  North  Central  Association  of  Colleges  and  Schools 


JConn's  MBA  Program 

iere's  never  been  a  better  time  to  pursue  your  MBA  degree... 
id  the  school  to  choose,  is  UConn! 


Additional  Business  Programs 

North  Carolina  State  University  MBA  Programs 

Tel:  919-515-5584   E-mail:  mba@ncsu.edu 
Website:  www.mba.ncsu.edu 

Rollins  College  Crummer  Graduate  School  of  Business 

Tel:  407-646-2405     E-mail:  sgauthier@rollins.edu 
Website:  www.crummer.rollins.edu 

University  of  Houston  Bauer  College  of  Business 
Tel:  713-743-4700    E-mail:  emba@uh.edu 
Website:  www.bauer.uh.edu/emba 

University  of  Otago  Advanced  Business  Program 

Tel:  011-643-479-8046    E-mail:  mbainfo@business. otago. aenz 
Website:  www.otagomba.co.nz 

Willamette  University  Atkinson  Graduate  School  of  Management 

Tel:  503-370-6167     E-mail:  joneilI@willamette.edu 
Website:  www.willamette.edu/agsm 


s  Week  ranks  UConn  among  the  "Best 
s"  in  the  nation.  Forbes  ranks  UConn's 
^  program  among  the  best  in  the  country  for 
turn  on  investment.  US  News  &  World  Report 
Imes  UConn  New  England's  #1  public  university. 
I  The  Wall  Street  Journal  recognizes  UConn 
|  a  top  business  school  for  2003. 

its  the  UConn  advantage 


With  millions  invested  in  the  best-equipped,  most 
advanced  learning  centers  in  the  world,  UConn's 
MBA  program  promises  the  best  educational  expe- 
rience around.  And  with  mutliple  program  formats 
and  campus  locations,  it  couldn't  be  easier 

For  more  information,  call  or  visit  a  campus 
near  you.  Or  check  us  out  on  the  web  at 
www.business.uconn.edu/mba. 


University  of 
Connecticut 


Hartford  Stamford  Starrs 
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Master  s.  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loa 
1-800-951-1203  www.arrc.01 
Fax:  1  707  371  2979 


Real  Estate-"Ranchh 


For  information  and 

rates  on  advertising 

in  the  next  Forbes 

Display  Classified  Sectioi 

Call  Media  Options 

-442-64 

t@aol.co 


mm 


tr 


WYOMING  MOUNTAIN  RA!> 

Premier  setting  -  20  miles  SW  of  ' 
Wyoming  near  Yellowstone  Park. 
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Western  Land  Sen  ice  Bob  Bo 

307-587-8014      Bob@westemlan 


Bed  &  Breakfasi 


BETTINA's  is  a  Network  of  Private  I 


Our  target  market  is  the  sophist 
traveler  who  finds  hotels  borin; 
impersonal  and  who.  in  spite  of 
extremely  busy,  wants  to  experience 
cultures,  lifestyles  and  people. 

Traveling  to  Harvard  University? 

Try  one  of  our  homes  in  Harvard  Squ; 

Bed  and  Breakfast  rates  range  fro 

$75  to  $360  per  night 

www  bettinanerwork.com       800-347 
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Subscriber  Service 

To  order,  change  add  re? 
or  other  customer  servic 
call  1-800-888-9896 
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Advertisement 


Investments 


|il  Estate  Secured  Investments 
Jential  Returns  Up  to  15.9% 

tforClosures  Financial  has  created 
ie  Investor  Disclosure  Process 
.  Pen)  Investors  monitor  the  use  of 
heir  funds  live  over  the  internet. 
■wstorTainmenfS  We  use  investor 
3s  to  purchase  distressed  property 
nationwide.  The  properties  are 
ilitated  and  sold  for  a  profit-Simple! 
sd  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-289-0269 
CEO  847-341-4325 
ibsite  www.investforclosures.com 
nail  mfo@investforclosures.com 


Newsletter 


Forbes  Guru  Picks 


10  Stocks 
for  the  Summer  of  2003 
s  Newsletters  just  issued  a  new  BUY 
conta  urg  the  TOP  recommendations 
of  our  best  performing  gums.  For  a 
d  time  this  Special  Report  is  available 
ut  charge  when  you  sign  up  for  Forbes 
|I  Investment  Guru  Email. 

up  today  at  www.forbes.com/guru 


Business  Financing 


BANK  SAYS  "NO"? 

We'll  pay  you  cash  for  your 
company's  receivables  within  24 
hours.  Approvals  by  phone. 
Personalized  service.  No  upfront 
fees.  No  collateral  required. 
Call  today  to  CASH  $50,000 
minimum  to  $2,500,000. 
It's  more  affordable  than 
you  think. 

Mr.  Weil  800  -499-6179 
or  888-505-7332  for 
recorded  information. 


Health/Back  Pain 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 

on  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Rood 
Bnortliff  Monor,  NY  10510 
www.posfureeducalion.com 


CAll  TOLL-FREE  1-800-392-0363 
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Luxury  Resort  Homes 


Vacation  in  a  palace  of 
absolute  splendor — a  fully 
serviced  mansion  with 
exquisite  interiors,  set  amid 
rolling  fairways.  AJl  yours 
for  an  entire  month,  deeded 
interest.  Term— 5  years. 
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RESORT 
MANSIONS 

The  grandeur  of  a  mansion. 
The  services  of  a  5-star  hotel. 


phone  (480)  585-7500  •  fax  (602)  667-0299 
www.resortmansions.com 

This  is  not  an  offer  lo  sell  nor  a  solicitation  of  an  offer  to  buy  to  residents  of  any  state  in 
which  registration  requirements  have  not  been  fulfilled  Void  where  prohibited 


Forbes 

Subscriber  Service 

To  order,  change  address 

or  other  customer  service, 

call  1-800-888-9896 


SMALL  ADS  BRING 

BIG  RESULTS! 

Call:  Media  Options 

1-800-442-6441 


Advertise  &  Make  Money... 
isn't  that  the  whole  idea? 

If  you  have  a  business,  product,  service,  or  money-making  idea  that 
needs  promoting... Forbes  Business  Classified  has  to  be  your  choice  for 
return  on  investment.  Forbes  classified  advertising  offers: 

•  Over  5  Million  readers  per  issue 

•  Forbes  readers  are  high  income  decision  makers 
For  extremely  competitive  advertising  rates 

and  versatile  media  packages:  Call  Media  Options  1-800-442-6441 


THOUGHTS 

On  the  Business  of  Life 


Ladies  don't  really  like  their  age  flagged,  particularly  when  they  have  some.  They've  got  to  be 
really  old  to  brag  about  it.  Estee  Lauder,  the  youthful-looking  elder  of  the  extraordinarily 
successful  cosmetics  enterprise,  took  us  to  task  for  our  guesstimated  age  in  last  year's  400 — 
"late  70s."  So  in  an  effort  at  unaccustomed  gallantry,  I  told  Estee,  "Pick  an  age  and  send  it  to  me." She 
dropped  me  a  note,  "You  can  be  sure  I  will  hold  you  to  your  word!"  So  what's  the  age,  direct  from  the 
source?  "If  you  insist  on  an  age,  you  can  put  down  69." Pause.  "Yes,  69." — MALCOLM  S.  FORBES  ( 1986) 


/  do  not  mind  lying,  but  I  hate  inaccuracy. 
—SAMUEL  BUTLER 


Someone  who  always  has  to  lie  discovers 
that  every  one  of  his  lies  is  true. 

— ELIAS  CANETTI 


Someone  who  knows  too  much  finds  it 
hard  not  to  lie. 

— LUDWIG  WITTGENSTEIN 


It  is  always  the  best  policy  to  speak 
the  truth — unless,  of  course,  you  are 
an  exceptionally  good  liar. 

— IEROME  K.  JEROME 


,4  little  inaccuracy  sometimes  saves 
tons  of  explanation. 


-SAKI 


Something  unpleasant  is  coming  when 
men  are  anxious  to  tell  the  truth. 

—BEN  '      (ISRAELI 


The  difference  between 
hypocrite  is  that  one  lie: 
the  other  by  it. 


Lying  is  like  alcoholism.  You  are  always 
recovering. 

—STEVEN  SODERBERGH 


/  would  dodge,  not  lie,  in  the  national 
interest. 

—LARRY  SPEAKES 


Good  lies  need  a  leavening  of  truth 
to  make  them  paloiable. 

—W  il.LIAM  MCILVANNEY 


jhood  is  invan     ly  the  child  of  fear 
eform  or  ana 

-  \LEISTER  CROWLEY 


One  can  be  absolutely  truthful 
and  sincere  even  though  admittedly 
the  most  outrageous  liar.  Fiction  and 
invention  are  of  the  very  fabric  of  life. 

—HENRY  MIL; 


Liars  share  with  those  they  deceive 
the  desire  not  to  be  deceived. 

— SISSELLA 


The  ethical  distinction  between  lying 
to  a  jury  and  pulling  the  wool  over  its 
eyes  is  surely  a  fine  one. 

—PHILLIP  E.  JOHN 

A  Text... 

He  that  walketh  uprightly  walk 
surely:  but  he  that perverteth  h 
ways  shall  be  known. 

—PROVERBS 

Sent  in  by  Joseph  Harsel,  Falls  Churcl 
What's  your  favorite  text?  Forbes  Bo 
Quotations:  Thoughts  on  the  Business  of I 
given  to  senders  of  Bible  texts  that  are  ust 


More  than  14,000  "Thoughts,"  arranged  alphabet* 
subiect,  are  available  in  a  900-page,  one-* 
deluxe  edition,  Forbes  Book  of  Quotations:  Thought 
Business  of  Life.  The  price  is  $40.  plus  $3.50  shippi 
SI  per  item  for  handling  (add  applicable  salt 
To  order,  please  call  toll-free,  1-800-876-6556. 
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Stabil 
And  with 
technology  i 


leanin  '.edge  handling.  Standard  side  curtain  airbags  give  you  less  to  worry  about 

ellite  i    .'jrround-sound  system  with  DVD-Audio  and  Bluetooth'  hands-free  phone 

>rfect  form  i  oughly  enjoy  your  drive.  Take  a  trip  to  acura.com  or  call  1-800-To-Acura 
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Bullet  Trains  O 

Satellite  G 

Communication 

Systems 

Water  Purification  © 

Systems 

Wind  Power  O 

Generation  Systems 

Solar  Panels  © 

Net  PDAs  © 

e-Learning  © 

DVD  Camcorders  © 
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Broadband  Access  © 
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Networks 

Air  Conditioners  &  © 

Refrigerators 
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Plasma  Displays  © 
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We  don't  believe  in  technology  for  technology's  sake.  We  believe  in  water  purification  technology  t 
helping  to  \  sp  mount,  iakes  s  beautiful  as  nature  intended.  Or  transportation  systems  that  are  bringing 
levels  of  mol-  »ncy  t<  .vor'd's  great  cities.  Or  advanced  diagnosis  and  therapy  that  may  one  day  g 

8-year-old  cance  the  ultii   ate  b  nefit  of  technology:  life  itself.  In  this  slice  of  earth,  you'll  see  how  \ 
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©  Intelligent  Transport 
Systems 

©  Open  MRIs 

©  Cancer  Diagnosis 
and  Therapy 

©  Electron  Microscopes 

©  Railway  Traffic 

Management  Systems 

©  Elevators  &  Escalators 

©  Data  Storage 
Solutions 

©  e-Covernment 

©  Financial  Solutions 

©  Electric  Vehicle 

Management  Systems 

©  Optical  Fiber  Cables 

©  Business  & 
IT  Consulting 


|ogy  touches  your  life.  In  ways  that  are  shaping  not 
future  of  technology,  but  the  future  of  mankind, 
srstand  just  how  Hitachi  is  working  to  improve  your 
/isit  us  on  the  Web  and  see  technology  in  action. 
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Procter  &.  Camble 


Merck 


Microsoft 


Walt  Disney 


Alcoa 


Johnson  &  Johnson 


McDonald 


ExxonMobil 
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''Mernational  Paper 


SBC  Communications 

Boeing 
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Intel 


Honeywell  International 
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3  blue-chip  stocks  of  the  Dow  Jones  Industrial  Average  in  one  share, 
•sit  www.amex.com/DlA  or  call  i-Soo-THE  AMEX. 

tributor  for  the  Diamond*    Irust,  a  unit  investment  trust 
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Here's  a  hefty  little 
gem  to  consider.  Diamonds 
are  all  30  slocks  of  the 
Dow  Jones  Industrial 
Average  wrapped  up  in 
one  convenient  exchange 

<  Citigroup 

traded  fund.  Which  gives 
your  portfolio  a  diverse 
blue-chip  foundation  in 

J United  Technologies 

a  single  transaction. 

Each  Diamond  share 

(D1A)  represents  all  of 

The  Dow's  companies, 

Eastman  Kodak 

just  like  a  traditional 
index  fund.  But  you  can 

buy  and  sell  Diamonds 

SM 

all  day  long,  just  like  a 
stock.  So  they're  the  best 
of  both  worlds — made  even 
better  by  tax  efficiency 

-   General  Motors 

% 

and  low  management  fe«s! 
Diamonds  are  one  of 
IOO+  exchange  traded 

1  Electric 

funds  listed  on  the 

■ 

American  Stock  Exchange. 
Ask  your  advisor  for 
details  and  learn  why 

• 

these  Diamonds  have  their 
own  unique  brilliance. 

THE    DOW     INDUSTRIALS 

DIAMONDS- 
AMERICAN 

STOCK  EXCHANGE* 

re  subject  to   risks  similar  to  those  of  stocks.   Investment  returns  will  iluc 
n  lmcstor's  shares,  when  redeemed  or  sold,   may  be  worth  more  or  less  than 
future  results. 

tuate  and  are  subject  to  market  volatility, 
their  original  cost.  Past  performance  is  no 

'. 

narks  of  Dov 
nent  wii 

impany,  Inc.,  and  have  been  licensed  foi                   >R  Services  LLC 

b  Dow  Jones.  Diamonds  are  not  sponsored,  endorsed,  sold  or  promoted  by 

Diamonds.    ''    200 

HARMAN  INFOTAINMENT. 

SPREADING  WORLD  PEACE 

ONE  BACKSEAT ATATIME. 


A  new  era  of  tranquility  is  spreading  across  the  world  in  family  cars  like  the  Lexus  LX  thanks  to  the  road- 
tested,  fully  integrated  rear-seat  DVD  players  being  created  by  the  companies  of  Harman  International. 
Designed  to  provide  pristine  digital  quality  and  to  stand  up  to  the  rigors  of  any  family  road  trip,  they're 
the  latest  in  a  long  line  of  innovations  from  the  company  that  developed  the  first  factory-installed  car 
dios  over  50  years  ago.  And  they're  an  integral  part  of  an  entirely  new  category  of  in-vehicle  technology 
nan  Infotainment  It's  the  seamless  integration  of  Internet,  satellite,  cellular  and  GPS  informa- 
coupled  with  Harman  high-fidelity  entertainment  systems.  So  when  the  kids  are  happily 
ackseat,  parents  can  take  advantage  of  the  Harman  Infotainment  technology  in  the 


<  of  DVD  Format/Logo  Licensing  Corporation. 


V\    I 


front  seats.  Like  our  intuitive  new  On  Line  Pro  GPS  Navigation  System  that  analyzes  real-time  traffic 
conditions  and  immediately  suggests  alternate  routes  when  appropriate.  (So  you  can  avoid  traffic  jams 
before  you  ever  see  them.)  And  our  voice-activated  control  systems  that  allow  you  to  talk  on  mobile 
phones  and  even  operate  navigation  and  audio  systems  by  voice  without  ever  taking  your  eyes  off  the 
road.  Or  your  hands  off  the  wheel.  And  it  all  works  side-by-side  with  our  industry-leading  audio  systems. 
Like  the  LOGIC  7  system  that  uses  advanced  DSP  (Digital  Signal  Processing)  to  create  an  incredibly 
lush  and  enveloping  surround  sound  experience  right  in  your  car  To  see  how  we  can  bring  a  little  peace, 
quiet  and  digital  satellite  technology  to  your  next  road  trip,  visit  harman.com/infotainment. 


H  harman  international 

Parent  of  the  great  Harman  Kardon,  Infinity,  JBL,  Becker,  Lexicon  and  Mark  Levinson  brands. 


1 
THE  ROLEX  SYDNEY  HOBART  YACHT  RACE 

WILL  NEVER  DETERMINE 

WHO  YOU  ARE.  IT  WILL,  HOWEVER,  REMIND  YOU. 

~\  When  the  first  Sydney  to  Hobart  race  was  held  in  1945,  the  fleet  consisted  of  nine 
y  yachts.  The  winning  time  for  covering  the  630-nautical-mile  course  was  just  over 
six  and  a  half  days.  Today,  "the  Hobart"  has  grown  to  where  it  now  boasts  the  largest  fleet  in  the 
world  to  start  a  Category  1  Ocean  Race.  Maxi  boats  have  been  known  to  take  line  honors  in  less 
than  two  days.  Yet,  one  thing  has  never  changed.  Every  person  in  the  Rolex  Sydney  Hobart  Yacht 
»^Race  learns  something  new  about  themselves.  It  is  the  very  thing  that  keeps  them  moving  forward, 
"rhy  they  come  back,  the  rolex  Sydney  hobart  yacht  race  begins  December  26th,  2003. 


HT-MASTER    •   WWW.ROLEX.COM 
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HOT  SHOTS* 

200  UP  AND  COMING  COMPANIES. 

Entrepreneur  of  the  Year 

Former  Israeli  commando  Amnon  Landan  pushes 
Mercury  Interactive  into  the  top  ranks  of  the  software 
business.  By  Bruce  Upbin 

Where  Are  They  Now? 

It's  been  a  tough  slog  for  former  Entrepreneurs  of  the 
Year.  By  Tatiana  Serafm 

Vital  Signs 

Kim  Blickenstaff  has  rescued  Biosite  from  cash  shortages 
and  skeptics,  but  he's  still  fighting  short-sellers. 
By  Luisa  Kroll 

Master  of  the  Mundane 

Martin  Franklin  is  making  millions  from  kitchen  matches 
twine  and  canning  jars.  By  Leigh  Gallagher 

In  Praise  of  Wallflowers 

It's  nice  to  have  analysts  sing  your  praises.  Even  nicer, 
though,  to  start  your  own  chorus. 
By  Daniel  Kruger 
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1 -800-FLOWERS.COM  grows  more  profitable 

relationships  with  more  than  10  million 

customers  using  Oracle  Applications. 


oracle.com/success 
or  call  1.800.968.4664 
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244  Fixed-Income  Watch  |  The  15% 

Solution  By  Richard  Lehmann 
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v  many  recessions  and  tax  law  changes  will  occur  between  your  first  job  and  your  last? 

o  knows?  How  do  you  outmaneuver  whatever  fate  serves  up?  The  answer  is  flexibility. 

That's  why  our  401(k)s  offer  such  a  diverse  range  of  investment  and  planning  options. 

Sorry  to  take  the  thrill  out  of  guessing.  You  can't  predict.  You  can  prepared 
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Wi-Fi  DASH  BOA 


Your  Pocket  Wi-Fi  Conned 


>  delivers  your  Executive  Dashboard  to  your  WI-FI  enabled  PDA,  handheld  or  smart  phone.  So  you  can  instantly 
the  latest  information  at  any  WI-FI  hotspot.  Now  that's  the  kind  of  visibility  that  makes  a  real  difference. 
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University  of  Winston-Salem,  N.C.  does  for  its  students, 
in  addition  to  wiring  its  dorms  and  classrooms  for  high- 
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exclusively  on  Forbes.com.  Which  college  is  Number 
One?  Go  to  Forbes.com  to  find  out. 
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Starwood  Preferred  Guest  offers  you  the  most  award-winning  hotels  any  time  you  want  to  go. 
Redeem  your  StarpointS"  instantly  and  enjoy  any  of  our  750  hotels  and  resorts  worldwide. 

BECOME  A  STARWOOD  PREFERRED  GUESTATSPG.COM 


w 


1 

Sheraton        Four  Points        St.  Regis       Luxury  Collection        hotels 

Sheraton 
VOTED   BEST    FREQUENT   GUEST   PROGRAM   4   YEARS   IN   A   ROW   —    FREDDIE   AWARDS    1999-2002 


West  in 


w^w^^^w^' 


Who  are  the  tigers  in  your  industryr 

Would  you  count  your  company  among  them? 

At  a  time  when  most  companies  must  work 
even  harder  to  produce  growth,  Accenture  has 
aligned  all  of  its  knowledge  and  resources  to 
help  you  become,  or  remain,  a  high-performance 
business^ Drawing  upon  vast  experience  with 
lers  in  every  industry,  we  have  identified 

istics  that  most  strongly  correlate 

rformance  business, 
irse,  being  a  tiger 
it  the  more  solid 


?very  field  of  endeavor, 
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Go  on.  Be  a  Tiger. 


Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  appears. 
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'Since  the  merger, 


iks  like  it's  been 


)ut  together  with  duct  tape. 


Change  can  make  your  supply  chain  suddenly 
outdated  and  wasteful.  And  that  can  be  worse 
than  just  losing  money.  It  can  mean  losing 
longtime  customers  or  market  share.  Brown     \  ' 
can  help.  Our  supply  chain  team  can  work 
with  you  to  sort  out  inefficiencies  in  your  trans- 
portation, inventory  and  distribution  networks, 
and  reconfigure  them.  But  we  don't  just  develop 
new  plans;  we  can  help  you  implement  and 
manage  them  too.  Save  the  duct  tape;  get  in 
touch  with  Brown  today.  To  learn  more  about 
UPS  Supply  Chain  Solutions  visit  UPS-SCS.com 
YOUR  SUPPLY  CHAIN.  SYNCHRONIZED. 


WHAT  CAN  BROWN  DO  FOR  YOU? 


CAN  A  SECURITY  BLANKET 
BE  MADE  OF  SHEET  METAL? 


"K~*K 


.%■• 
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YOUR  FAMILY'S  SAFETY  IS  YOUR 
MOST  IMPORTANT  CONCERN.  WHICH 
IS  WHY  IT'S  SO  IMPORTANT  TO  US. 


We  designed  the  first  car  seat  to  help  protect  children. 
And  we  invented  the  modern-day  front  crash  test 
dummy.  We  were  the  first  to  make  air  bags  available  to 
the  masses.  And  we  introduced  drivers  to  infrared 
Night  Vision.  Over  the  years,  our  dedication  to  safety 
has  helped  save  countless  lives. 

Today,  we  continue  to  set  the  standard  with  OnStar,® 
one  of  the  most  important  safety  innovations  ever.  This 
GM-pioneered  system  helps  keep  drivers  in  contact 
with  a  live  Advisor  24  hours  a  day,  365  days  a  year* 
Wherever  you  are,  OnStar  is  there.  It's  the  peace  of  mind 
over  two  million  GM  drivers  have  come  to  trust.  Which  is 
why  we  offer  it  on  over  40  different  GM  cars  and  trucks. 

Our  safety  measures  don't  stop  there.  Later  this 
year,  we're  introducing  the  first  ever  Advanced 
Automatic  Crash  Notification  system.  This 
groundbreaking  technology  reports  vital  crash 
data  to  the  OnStar  Center,  such  as  the  severity  and 
direction  of  impact,  helping  emergency  response 
teams  prepare  before  they  even  arrive. 

And  this  is  just  the  beginning.  Because  at  GM, 
we're  dedicated  to  building  safe  cars  and  trucks.  And 
making  sure  you  feel  protected  every  time  you  get 
behind  the  wheel. 

NIGHT  VISION.  ALLOW  US  TO  SHED  SOME  LIGHT. 


A  lot  of  companies  are  using 
cameras  these  days.  But  only 
GM  is  using  one  like  this:  a 
high-powered,  ferroelectric 
heat-sensing  camera  -  aka, 
Night  Vision.  Offered  exclusively 
in  the  Cadillac  DeVille,  this 
first-of-its-kind  feature  harvests 


thermal-imaging  technology  from 
the  military  to  help  drivers 
see  beyond  the  range 
of  low  beam  headlamps. 
By  projecting  infrared 
images  onto  the  windshield, 

Night  Vision  can  give  drivers  some 

extra  time  to  react. 


OnStar    is    on    the    scene    fast. 

When  a  crash  occurs,  a  quick  medical  response 
can  mean  the  difference  between  life  and  death. 
The  OnStar  Air  Bag  Notification  System*  can  help 
first-aid  get  to  the  scene  faster.  If  a  vehicle's 
front  air  bag  deploys,  an  emergency  signal 
is  sent  automatically  to  the  OnStar  Center. 
An  Advisor  will  attempt  to  communicate  with 
the  vehicle's  occupants.  If  there  is  no  response, 
or  if  the  car's  occupants  report  an  emergency, 
the  Advisor  will  contact  the  nearest  appropriate 
emergency  services  provider.      QBMStar" 


The  National  Highway  Traffic  Safety  Administration 
(NHTSA)  gave  Chevy  Impala  five  stars  for  frontal  crash 
safety,  the  highest  government  rating.** 


Beneath  the  inviting  exterior  of  the  Saturn  Ion  is  a 
mighty  steel  spaceframe.  This  reinforced  safety 
structure  helps  preserve  occupant  space  in  a  crash. 


GM  Versatrak™  is  a  move  in  the  right  direction. 
Available  on  the  Buick  Rendezvous,  it  adds  torque  to 
the  rear  wheels  when  conditions  get  slippery. 


The  latest  news,   reviews  and  a  glimpse  of  the  road  ahead.   See  it  all   at  www.gm.com/story. 


CHEVROLET 


PONTIAC 


OLDSMOBILE 


BUICK 


CADILLAC 


GMC 


SATURN 


HUMMER 


SAAB 


'■'OnStar  services  require  vehicle  electrical  system  and  analog  wireless  service  to  be  available  and  operating  for  features  to  function  properly.  Visit  www.onstar.com  for 
system  information  and  details  "Testing  conducted  by  the  Nat'--  /ay  Traffic  Safety  Administration  (NHTSA)  as  part  of  its  New  Car  Assessment  Program  (NCAP). 
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Don't  Fence  Me  lnY0uwanttogetoutbu 

the  exit  doors  are  lacked.  If  it's  a  country  that  has  you  hemi 
in,  the  word  for  the  predicament  is  tyranny.  If  it's  a  business 
known  as  a  "franchise." 

Franchise  value  is  the  ability  to  exploit  the  inertia  of  the 
tomers — their  tendency  to  stay  put,  whether  by  dint  of  he 
technology  or  contract.  Customers  of  gasoline  stations  wi! 
across  the  street  to  save  a  penny  a  gallon.  No  franchise  vi 
Contrast  the  hemmed-in  customers  of  Internet  ser 
providers.  It  practically  takes  a  court  order  to  cancel  an  acco 

The  wireless  business,  once  rich  in  long-term  contracts 
other  forms  of  inertia,  is  getting  liberated.  On  page  212  Matt 
Miller  reports  that,  under  a  federal  decree,  you  will  soon  be 
to  dump  a  carrier  in  favor  of  a  better  one  while  keeping  you 
number.  The  cellular  companies  were  extremely  reluctant  to 
you  this  freedom.  They  rather  liked  the  fact  that  it  was 
to  leave. 

The  case  presents  an  interesting  dilemma  for  believei 
free  enterprise  and  competition.  Does  it  promote  the  cam 
freedom  or  undermine  it  when  government  compels  liber 
gunpoint? 

There  is  precedent 
for  mandating  free- 
dom. Once  upon  a 
time  the  traditional 
defined  benefit  pension 
plan  was  a  powerful 
means  to  lock  employ- 
ees in.  If  they  dared 
jump  in  mid-career  to 
another  firm,  they'd 
lose  a  lot  of  what  they 
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had  earned  in  retirement  benefits,  because  pension  credits 
not  adjusted  for  inflation.  With  a  strong  nudge  from  the  fe< 
government  in  the  form  of  a  tax  law  known  as  401  (k),  emj 
ers  liberated  their  workers.  This  "defined  contribution"  ■ 
ment  exacts  no  punishment  on  job  switchers.  Now  that  v, 
ers  have  had  a  taste  of  pension  freedom,  they  are  reluctant ' 
back  to  the  old  system.  That's  why  401  (k)  pensions  are  gai 
ground  on  the  other  kind. 

Do  you  want  the  liberty  to  switch  stockbrokers?  You  ha 
Securities  industry  rules  forbid  your  old  brokerage  firm  to 
its  feet  in  transferring  your  account.  The  rules  are,  you  c 
argue,  an  inhibition  on  the  freedom  of  contract,  but  they  ar 
such  a  bad  thing.  Now,  I'm  not  a  fan  of  big  government, 
wouldn't  mind  if  some  federal  agency  cracked  down  on  ISP: 
their  Fidel  Castro  approach  to  customer  retention.  How  ab 
law  that  mandates  one-click  cancelation  of  service? 
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symbol  of  the  archetypal  lawyer  exists,  may  it  stand  up  an$  be  known. 
Ehrman  you  won't  find  heavily  starched  attorneys  thinkjgjquaily  rigid 


ead.  you'll  find  teams  of  spirited  g$®§  beyond  th 

d  to  the  exceptional,  where  the  extraordinary  sections  are  found. 
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n  Ontario,  we're 
oneering  the  shape 
things  to  come." 

Stronach  -  Chairman  of  the  Board,  Magna  International  Inc. 


Iff  you're  into  innovation,  Ontario's  the  ideal  place  to  get  ahead  of  the  curve  - 

no  matter  what  form  it  takes.  •  Consider  the  homegrown  case  of  Magna  International,  now  a 
global  dynamo  and  the  world's  most  diversified  automotive  systems  supplier.  •  A  leader  in 
deploying  new  technologies,  Magna  recently  introduced  a  hydroforming  process  which 
promises  to  revolutionize  vehicular  frame  production  methods.  •  According  to  Frank  Stronach, 
Magna's  founder  and  Chairman,  "Given  hydroforming's  benefits  in  strength,  cost  and 
efficiency,  it's  no  surprise  we're  winning  some  of  the  biggest  contracts  ever  from 
the  major  automakers."  •  And  it's  no  surprise  that  the  hub  of  all  this  activity  is  in  Ontario. 
•  The  World  Economic  Forum  rates  our  transportation  infrastructure  number  one  in  the  G-7. 
►  NAFTA  has  opened  a  tariff-free  market  of  some  400,000,000  people,  and  fostered  export 
growth  averaging  14%  annually  since  1994.  •  And  Ontario's  business-friendly  climate  makes 
it  easier  for  companies  like  Magna  to  compete  on  a  global  scale.  •  In  the  last  5  years,  we've 
cut  personal  income  tax  by  more  than  a  third  -  and  over  the  next  5  years,  we're  cutting 
our  corporate  tax  rate  in  half.  •  Factor  in  a  quality  of  life  the  U.N.  continues  to  rank  among  the 
best  in  the  world,  and  you've  ample  reason  to  like  the  way  the  future's  shaping  up,  right  here. 


ww.2ontario.com 

800  819-8701 


Ontario 

Canada 

The  Futures  Right  Here 
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Frankly,  She  Gives  a  Damn 

"This  Land  Is  My  Land"  (Oct.  6,  p.  50),  Ted  Turner's  profile  in  The  Forbes  400. 
started  out  with  him  quoting  from  Gone  With  the  Wind.  Though  Mr.  Turner 
may  have  once  owned  the  movie,  I  can  only  assume  he  never  watched  it. 
It  wasn't  Scarlett  O'Hara  who  said  that  land  is  the  only  thing  that  matters 
because  it's  the  only  thing  that  lasts.  Rather,  her  father,  Gerald  O'Hara,  said  it. 

PAMELA  HACKWORTI! 
Monroe,  Midi. 
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A  Bum  Steer 

"Solve  the  Pension  Mess"  (Sept.  29, 
p.  74)  offered  a  shortsighted  and  ineffec- 
tive plan.  The  Big  Three's  unfunded 
pension  liabilities  are  caused  by  two  fac- 
tors within  the  companies'  control — the 
scope  of  their  pension  promises  and  their 
economic  performance.  Instead  of  urg- 
ing the  Big  Three  to  improve  their  per- 
formance or  work  with  the  UAW  to  scale 
back  pension  plans,  columnist  Jerry  Flint 
proposes  sriifting  the  burden  to  customers 
and  Detroit's  competitors.  While  the  Big 
Three  close  inefficient  plants,  new  do- 
mestic manufacturers  such  as  Mercedes, 
Honda  and  Toyota  are  investing  in  U.S. 
production,  which  brings  high-paying 
jobs  with  good  fringe  benefits  to  numer- 
ous communities.  At  its  heart,  Flint's  pro- 
posal seeks  to  cover  up  the  Big  Three's 
mistakes  and  punish  more  efficient  U.S. 
companies,  as  well  as  the  American  con- 
sumers who  choose  to  buy  a  Civic  or 
(  > nolla  rather  than  a  Chevy  or  Ford. 

I  AMES  R.  OLSON 

Senior  Vice  President 

Toyota  Motor  North  America 

New  York,  N.Y. 
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Backseat  Driver 

In  "Simplify,  Simplify,  Simplify"  (Sep* 
p.  40)  another  CEO  of  a  major  airline 
this  case  Gordon  Bethune  of  Conti 
tal — blames  everyone  for  the  woes  o 
industry  except  the  folks  who  actualh 
the  airlines.  Bethune  can't  see  the  wc 
for  the  trees.  Every  seat  has  to  be  reve  j 
producing.  Get  rid  of  frequent-flyer 
grams,  as  they  have  far  outlived  their 
fulness.  It's  ludicrous  that  someone  fi 
on  short  notice  pays  more  than  som 
who  books  in  advance  and  that  the  fi 
cheaper  with  a  Saturday  night  stay.  M; 
simple,  Mr.  Bethune.  Charge  a  reasor 
fare  based  on  distance.  Keep  the  sam< 
seven  days  a  week  Make  it  easy  for  a 
eler  to  cancel  or  change  a  reserva' 
Watch  how  many  more  people  will  fl 
MICHAEL  R.  At 
Coral  Springs, 

Safety  in  Numbers 

In  "Stock  Options?  Leave  the  Opi 
Open"  (Sept.  29,  p.  25)  Steve  Forbes ! 
that  the  Financial  Accounting  Stani 
Board  (FASB)  addresses  the  expensi) 
stock  options  in  the  hopes  that  "the 
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Nothing's  going  to  stop  us  now 


Low  Taxes  >  World's  Freest  Economy  >  Free  Flow  of  Information  >  World-class  Infrastructure  >  Gateway  to  China 
'ivalled  Location  >  Rule  of  Law   >  Level  Playing  Field    >  Open  Government  >  International  Lifestyle  >  Skilled  Workforce 
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HONG 
KONG 


Looking  to  establish  your  business  in  Asia?  Use  our  checklist  of 
Hong  Kong  advantages  to  compare  us  with  any  other  location. 
None  match  up.  And  now  we've  signed  a  Closer  Economic 
Partnership  Arrangement  with  Mainland  China.  It  brings  zero 
tariffs  on  Hong  Kong  exports  to  the  world's  largest  marketplace, 
and  many  other  benefits. 

Our  dedicated  team  of  advisors  have  all  the  details  to  help  you  make 
an  informed  decision  -  at  absolutely  no  cost.  Or  visit  our  website: 


www.lnvestHK.gov.hk 

Invest!  it 


The  Government  of  the  Hong  Kong  Special  Administrative  Region 

Suites  1501-6,  Level  15,  One  Pacific  Place 

88  Queensway,  Hong  Kong 

Tel:  (852)  3107  1000   Fax:  (852)  3107  9007   Email:  enq@investHK.gov.hk 
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READERS  SAY 


in  .1  company's  earnings  would  effectively 
kill  the  device."  Nothing  could  be  further 
from  the  truth.  The  Board  creates  st.m 
dards  thai  report  the  economic  conse- 
quences  oi  business  transactions.  Wc  be- 
lieve issuing  stock  options  to  employees  is 
a  form  ol  compensation  akin  to  cash  com- 
pensation. By  calling  options  "a  high  risk 
form  ol  deferred  compensation,"  Mr. 
Forbes  seems  to  believe  that  only  some 
compensation  should  be  reported.  Our 
neutral  approac  I)  is  to  report  the  compen- 
sation expense  incurred  and  let  the  investor 
decide  whether  to  consider  it.  It  investors 
are  to  trust  the  information  in  published 
reports — critical  to  restoring  confidence  in 
OUT  capital  markets — they  must  have  con- 
fidence that  financial  statements  present 
the  true  and  complete  (acts.  After  all,  "you 
manage  what  you  measure." 

G.  MICHAEL  CROOCH 

Board  Member 

Financial  At  t  ounting  Standards  Board 

Norwalk,  Conn. 

Sucker-Punched 

"Suckers  Wanted"  (Sept  29,  p.  no)  says 
hedge  funds  are  rotten  investments.  Yes, 
they  have  limited  exit  privileges.  But  man- 
agers limit  liquidity  as  a  way  to  more  effec- 
tively manage  chunky  distributions  ,uu\ 
withdrawals,  a  practice  that  largely  protects 
investors.  It's  difficult  to  argue  that  fees  are 
too  high,  since  as  an  asset  class  hedge  funds 
haw  consistently  beaten  the  market  net  of 
fees.  Hedge  fund  managers  get  paid 
bonuses  when  investors  make  money, 
while  mutual  fund  managers  can  be  re- 
warded regardless  of  whether  their  funds 
make  money.  And  the  notion  that  portfo- 
lio managers  should  pay  investors  back 
when  they  lose  capital  is  absurd,  [f  FORBES 
identities  such  an  investment,  send  me  the 
prospectus,  as  1  w  ill  be  the  first  to  sign  up. 
DANIE1  I.  DYKENS  IR. 
Boston.  Mass. 

Honey,  I  Shrunk  the  Ads 

In  "Zap!"  (Sept.  29,  p.  82)  Ranee  Grain  of 
Advertising  Age  says  Repbq  M-id  [Tvb  will 
be  onl\  minor  irritants  to  the  networks. 
That  reminds  me  of  the  computer  manu- 
facturers' response  to  the  PC  in  1982,  1 
have  had  a  Rcpla\  DVR  since  it  was  first 
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introduced  and  can't  imagine  going b 
My  wife  and  I  pause  shows  to  reati 
make  phone  calls  and  fast-forward 
commercials,  not  at  all  like  doing  so  | 
VCR.  As  a  grandparent  I  see  another  re;< 
for  skipping  commercials — some  are 
appropriate  for  children.  Remerr 
Grain's  comment  in  a  few  years  w  hen 
publish  "The  Death  of  the  Ad  Industi 
We  Knew  It."  Actually,  if  Grain's  is  the 
vailing  thought  in  the  industry,  you  a 
probably  start  writing  now. 

WILLIAM  K.  THOMP! 
Centerville,  C 

Short  Fuse 

"The  Bare  Bears"  (Oct.  13,  p.  22)  callec 
the  legalization  of  naked  short-sellir 
proposal  that  is  radical  and  danger 
Maybe  we  look  at  it  different Iv  her 
Texas,  but  we  don't  believe  that  someb 
can  sell  something  they  neither  own 
possess.  We  call  these  counterfeit  sh< 
When  professional  short-sellers  can  si 
100  million  shares  in  a  firm  with  10 
lion  registered  shares,  how  can  any 
vestor  gauge  the  firm's  value?  If  limit 
short-selling  are  abolished,  what  prev 
professional  short -sellers  from  shor 
any  small  company  into  bankruptcy  tc 
sure  their  own  profits?  The  SEC  outla 
most  naked  shorts  in  1936  for  reasons 
are  valid  today:  Large-scale  naked  sh 
are  inconsistent  with  transparent,  orij 
markets  and  private  property  rights.  St 
but  when  it  comes  to  naked  short-sell 
that's  a  dog  that  just  won't  hunt. 

|OHN  O'QUI 
Founder,  O'Quinn,  Laminack&P 

Houston, 
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NIT  INCOME 


In  the  future,  jou  have  no  earnn 
You  have  no  margins. 

You  have  no  net  loss  or  net  gain. 
No  one  does. 

Because  the  future  hasn't  happenedjet. 
It  is  a  white  canvas.  A  blank  sheet.  A  clean  slate. 

What  wiltjou  make  of  it? 


N'BIASED  BUSINESS  ADVISOR  AND  SYSTEMS  INTEGRATOR  PROVIDES  YOU  WITH    I  ' -E  AND  SOl.U  1 

WITH  YOUR  BEST  INTERESTS  IN  MIND.  TOGETHl  BEAR1N'  COM. 


■      »  IN   ♦   MAN/  I 


Business  and  Systems  Aligned  Business  Empowered 


the  right  to  change  the  AAdvantage  program  witn 
Complete  AAdvantage  details  at  AA.eom/A/ 


can  you  upgrade  to 
First  Class  if  you're 
on  an  airline  that 
has  no  First  Class 


Ahh. .  .that  magic  word:  Upgrade. .  .Wide.  Leather.  First  on.  First  off.  "Hot  towel?"  kind-of-upgrade. .  .Why  settle  for  less? 
And  now  you  can  request  and  purchase  those  upgrades  at  AA.com.'  So  next  time  you  fly,  get  a  lot  more  airline. 


AmericanAirlines 


AA.com 


COMMENT 


ISte^e  Forbes,  Editor-in-Chief 
ith  all  thy  getting  get  understanding" 


Iraq's  Avoidable  Economic  Blunder 


IS  TAKING  IMPRESSIVE  STEPS  TO  GIVE  ITSELF  AN  EXCITING 
Doric  future.  L.  Paul  Bremer,  Administrator  of  the  Coalition 
isional  Authority  I CPA),  signed  a  series  of  laws  that  could  help 
brm  tortured  Iraq  into  an  open,  low-tax,  Hong  Kong-style 
omv,  which  would  do  wonders  to  stabilize  the  country  and 
it  a  model  for  the  Middle  East.  The  highest  tax  rate  for  indi- 
and  businesses  in  Iraq's  incoming  income  tax  code  will  be  a 
Foreigners  will  be  permitted  to  own  enterprises  without 
]i  partners;  capital  can  be  repatriated  at  any  time.  (One  downer: 
econstruction"  tax  of  5%  on  all  imports  except  humanitarian 
d-s.  Despite  the  dilapidated  state  of  the  government,  Iraq  figures 
is  one  levy  it  has  the  bureaucratic  machinery  to  collect.) 
Authorities,  however,  are  making  one  glaring  mistake  that  could 
astatinglv  postpone  a  prosperous  future  by  setting  the  stage  for 
ition.The  ( .\'\  is  establishing  an  "independent"  central  bank  to 
die  Iraq's  monetary  policy,  as  well  as  to  regulate  its  financial  sec- 
This  is  a  surefire  recipe  tor  currency  debasement,  which  will 
ed  political  and  social  instability.  Iraq  ain't  no  Switzerland  or 
•mans.  Its  central  bank  will  do  what  most  central  banks  in  the 
rid  today  do — become  a  financing  arm  of  the  government.  Iraq 
a  money  market,  so  the  government  won't  be  able  to  float 
ds  to  investors,  as  we  do  in  the  I'.S.  ( Government  deficits  will  be 
ded  by  turning  on  the  printing  presses.  The  central  bank  will 
the  commercial  banks  it  regulates  to  accept  dubious  govern- 
nt  paper,  thus  icopardizing  the  banks  themselves.  Saddam  Hus- 
i  and  his  murderous  ilk  must  be  rubbing  their  hands  in  glee. 
The  new  government  will  be  under  immense  pressure  to 
nd  money  that  it  doesn't  have,  even  with  our  infusion  of  aid. 
q  has  caravans  of  bankrupt  state-owned  companies;  look  at 
.at  coping  with  such  entities  has  done  to  China's  banking  sector. 
Even  if  the  government  kept  its  mitts  off,  the  central  bank  would 
1  have  no  reliable  gauge  to  tell  it  if  it's  printing  the  right  amount 
dinars.  Iraq's  is  largely  a  cash  economy.  Thus,  the  greater  destruc- 
eness  inflation  will  cause.  And  the  International  Monetary  Fund's 
wratchiks  will  be  urging  devaluations  to  "stimulate  exports." 
All  this  is  why  the  CPA  should  follow  the  advice  of  Steve 
inke  and  Matt  Sekerke1  and  either  introduce  a  currency 


board— upon  whose  authority  new  Iraqi  dinars  could  be  issued 
only  if  they  were  backed  by  dollars  or  euros,  and  those  dinars 
could  be  exchanged  at  any  time  for  that  hard  currency — or 
make  the  dollar  or  the  euro  Iraq's  legal  tender. 

There  are  working  examples  of  each  in  the  world  today.  Hong 
Kong  has  a  variation  of  a  currency  board.  Estonia  successfully  estab- 
lished one  in  1992,  as  did  Bosnia  in  1997  under  very  adverse  condi- 
tions. Montenegro  first  adopted  the  deutsche  mark  and  then  the 
euro  as  its  currency,  insulating  itself  from  neighboring  inflations. 
Panama,  Ecuador,  El  Salvador  and  others  successfully  use  the  dollar. 

Iraq  has  had  experience  with  both  approaches.  It  used  the 
Indian  rupee  from  1916  to  1931  and  then  switched  to  a  currency 
board  from  1931  to  1949.  Both  worked.  To  ensure  confidence, 
Hanke  and  Sekerke  suggest  that  a  currency  board  should  be 
headquartered  outside  the  country  in,  say,  London  or  Basel.  Its 
board  of  governors  could  be  appointed  by  the  G-7  or  the  Bank 
of  International  Settlements — or  by  both. 

The  virtues  of  either  approach  are  enormous.  Countries  that 
have  monetary  stability  grow  faster  than  those  that  don't.  Future 
Iraqi  governments  would  know  from  the  get-go  that  they'd  have  to 
practice  good  fiscal  discipline  and  couldn't  resort  to  switching  on  the 
printing  presses.  Iraq's  nascent  banking  system  would  know  it  could 
not  be  bailed  out  by  the  central  bank  and  would  thus  be  more  pru- 
dent in  lending  policies.  With  a  Rock  of  Gibraltar-like  currency, 
Iraq  would  attract  more  foreign  investment.  The  cost  of  capital  for 
Iraqi  entrepreneurs  would  be  lower.  The  country  could  thus  more 
rapidly  and  thoroughly  integrate  itself  into  the  global  economy. 

Critics  carp  that  Argentina  abandoned  its  currency  board  in 
2002  after  a  decade.  But  its  board  was  not  a  pure  one,  a  la  Estonia's. 
It  regulated  the  banking  sector.  For  example,  when  Argentina's 
excessive  taxation  and  other  economic  errors  began  tanking  the 
economy,  the  government  was  able  to  force  banks  to  buy  its  sus- 
pect bonds.  Iraq  should  follow  Estonia's  model,  not  Argentina's. 

The  White  House  or  the  Treasury  Department  should  give 
the  CPA  the  word  to  go  for  dollarization  or  a  currency  board. 
Otherwise,  our  woes  in  Iraq  will  only  multiply. 

'"Monetary  Options  for  Postwar  Iraq,"  Cato  Institute  (www.cato.org). 


Playing  With  Fire 


TREASURY  BOSS  IOHN  SNOW  A  SECRET  AGENT  FOR  HOWARD 
?an?  How  else  to  explain  the  Administration's  lunatic  lurch  to 
trash-the-dollar  policy?  Nothing  else  could  so  quickly  abort 
e  budding  recovery,  the  nascently  buoyant  stock  market,  the 
surgence  in  corporate  capital  spending  than  garbaging  the 
eenback.  How's  that  for  a  presidential  reelection  strategy? 
Thankfully  for  this  White  House — and  the  country — the  reac- 


tion to  Treasury  initiatives  has  been  so  resoundingly  negative  that 
maybe  President  Bush  will  reverse  'em  before  they  do  lasting  harm. 
At  the  G-7  meeting  the  U.S.  got  the  group  to  endorse  the  idea 
of  weakening  the  dollar  and  putting  more  pressure  on  China, 
Japan  and  other  Asian  nations  to  unhinge  their  currencies  and  let 
them  "float"  more  freely.  The  White  House  wants  to  show  voters 
that  it  has  been  concerned  about  the  loss  of  manufacturing  jobs 
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since  the  collapse  of  capital  spending  by  business  in  2001.  But 
horsing  around  with  the  value  of  our  money  will  ultimately  be  as 
helpful  in  making  us  "more  competitive"  as  baying  at  the  moon. 

What  precedents  for  weakening  the  dollar  are  inspiring  Snow 
&  Co.?  The  beggar-thy-neighbor  devaluations  of  the  Depression- 
ridden  1930s?  The  disastrous  dollar  devaluations  of  the  1970s  that 
gave  us  a  decade  of  inflation  and  stagnation?  The  stock  market 
crash  of  1987,  which  was  triggered  by  fears  that  we  were  going  to 
deliberately  knock  down  the  dollar?  The  1997 
Asia  crisis,  when  currency  collapses  devastated 
the  region?  Does  anyone  in  the  White  House 
remember  that  in  1997  we  begged  Beijing  to 
keep  the  yuan  stable  while  most  Pacific  Rim 
currencies  crashed,  triggering  horrific  reces- 
sions, and  how  grateful  we  were  that  China  did 
hold  the  line,  thus  containing  the  crisis?  Does 
Snow  think  a  weak  dollar  will  give  foreign 
investors  the  confidence  to  pour  more  money 
into  U.S.  securities,  not  to  mention  maintain- 
ing their  already  massive  investments  here? 

The  Treasury  Department  believes  the  yuan, 
if  floated  freely,  would  go  up  against  the  dollar. 
Dream  on.  A  number  of  experts  strongly  beg  to 
differ,  pointing  to  China's  loss-ridden,  bad- 
loan-burdened  banking  sector.  The  last  thing  we 
need  is  for  China  to  go  through  1997-Indonesia-like  convulsions. 
The  geopolitical  ramifications  of  a  suddenly  destabilized  giant  in 
the  midst  of  major  economic  reforms  accompanied  by  immense 


New  York  City  breadlines,  winter  1932 
33.  Competitive  currency  devaluations 
helped  deepen  the  Great  Depression. 


social  changes  are  too  awful  to  contemplate.  Make  no  mista 
such  turbulence  will  not  lead  to  a  Scandinavia-style  democr; 
The  job  shrinkage  in  manufacturing  is  in  part  due.to  the  F 
eral  Reserve's  unintended  deflation,  which  lasted  from  about  1! 
through  last  year.  When  there  is  such  a  shortage  of  credit,  manul 
turing  companies,  especially,  experience  intense  pressure  on  op 
ating  margins.  Hence  the  cry  of  "no  pricing  power."  The  deflati 
thankfully,  is  over,  but  manufacturers  are  still  feeling  the  aftershot 
There  are  concrete  measures  we  should 
taking  to  stay  ahead  in  innovation  and  prod 
tivity,  such  as:  cutting  corporate  tax  rates;  eli 
inating  depreciation  schedules  for  tax  purpc 
(business  investment  should  be  treated  as 
expense;  losses  would  be  carried  forward);  o\ 
hauling  workers'  compensation,  which  in  nn 
states  is  out  of  control  and  burdening  busine 
with  unbearable  costs;  removing  restrictions 
medical  savings  accounts,  which  would  br 
sanity  back  into  the  labyrinthine  health  c 
marketplace,  where  costs  are  crushing  bt 
nesses,  especially  smaller  ones;  derailing  i 
Ted  Kennedyesque  drug  prescription  enti 
ment  for  Medicare;  truly  deregulating  the  co 
munications  industry  (anyone  should  be  fra 
go  into  any  sector);  and  curbing  trial  lawyer 
And  finally,  how  about  true  reform  of  our  primary  and  s 
ondary  schools?  Let  parents  send  their  kids  to  the  schools! 
their  choice. 


Just(ice)  Deserts 


TEXAS,  ONCE  A  FAVORITE  PLAYGROUND  FOR  EXTORTIONATE 
trial  lawyers,  continues  to  take  the  wind  out  of  the  sails  of  these 
piranha-like  pirates.  The  Republican-dominated  legislature 
enacted  sweeping  reforms  earlier  this  year.  And  last  month  voters 
passed  a  constitutional  amendment  that  will  hogtie  court  chal- 
lenges to  that  part  of  the  package  capping  noneconomic  damages 
in  medical  malpractice  cases  at  $750,000.  The  amendment  prevents 
tort-lawyer-friendly  judges  from  overturning  these  restrictions. 

Texans  are  not  being  paranoid.  In  1977  state  lawmakers  put  a 
limit  on  noneconomic  medical  malpractice  awards.  But  the  move 


was  effectively  nullified  for  more  than  a  decade  by,  you  guessec 
lawsuits  challenging  it  that  clogged  the  state  courts.  Then  in  IS 
the  Texas  Supreme  Court,  in  an  act  increasingly  typical  of  I 
American  judiciary  today,  high-handedly  struck  down  those  lim 
The  referendum — backed  by  Texas'  take-charge,  no-n< 
sense  governor,  Rick  Perry — is  a  model  for  other  states  in  cu 
ing  this  kind  of  judicial  imperialism.  No  wonder  trial  lawy 
spent  millions  of  dollars  on  highly  emotional,  misleading  ads 
defeat  it.  Their  failure  can  only  encourage  other  return-sani 
and-commonsense-to-the-courts  efforts  around  the  country 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Maloney&Porcelli-37  East  50th  St.  (Tel.:  212-750-2233).  The 
food  is  better,  the  ambiance  more  civilized,  the  staff  friendlier  than 
at  most  other  steak  houses.  Not  only  can  you  get  a  terrific  sirloin 
here  but  i  mous  lobsters.  The  seafood  stew  appetizer  is 
truly  mem  >i  able,  and  the  trench  fries  are  outstanding.  Don't  pass 
up  the  oo  cal  e  served  with  a  scoop  of  coconut  sorbet. 

•  Cafe  Top  Hudson  St.,  between  1 1th  and  Bank  streets 
(Tel.  •  glish-styie  cooking  at  its  best.  The  pan- 
roasted  muss  |  with  Pernod,  fennel  and  citrus  are  a 
meal  in  then  crumptious  are  the  prawn  cocktail 


with  Mary  Rose  dressing  (pink  mayonnaise),  the  beef  cooked  it 
Guinness  stout  with  mashed  potatoes,  and  the  chicken  and  chip 
"Abingdon  Square"  (chicken  in  a  crisp  crust  with  chips  and  mal 
vinegar  dip).  The  bread  pudding  and  creme  brulee  are  first-raft 
•  0  Mai- 158  Ninth  Ave.,  between  19th  and  20th  streets  (Tel 
212-633-0550).  Somewhat  cramped  and  hectic  but,  wow,  i 
the  Vietnamese  food  good!  Perfect  spring  rolls,  superb  grille* 
eggplant  and  great  seafood  (e.g.,  steamed  sea  bass  in  ginge 
and  scallions).  As  for  dessert — the  banana  bread  with  ic 
cream  defines  delicious.  I 
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>  IS  THE  WALKING  ACROSS  THE  ROOM  LIKE  YOU 
'N  IT  SWEEPING  A  BOMBSHELL  OFF  HER  FEET  AND 
iDING  HER  WHEREVER  THE  MOOD  TAKES  YOU  LIFE 


I  THE  CHIVAS  LIFE'"  responsibly,  www.chivas.com 

IS  REGAL®  12  Year  Old  Blended  Scotch  Whisky.  40%  Alc/Vol.  (80  Proof) 

13  Imported  by  Chivas  Bros.  Import  Co.,  White  Plains,  NY 


If  your  most  valuable  assets  were  at  ris 
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Domestic  Violence  S<  H 
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Domestic  Violence  affects 
1  in  every  4  women. 

It  costs  American  businesses 
over  $3  billion  each  year. 

And  your  company  can  be 
part  of  the  solution. 

Domestic  violence  is  the  leading  cause  of  injury 
to  women  in  our  country,  and  its  impact  extends 
from  the  home  to  the  workplace.  The  result? 
Shattered  lives  and  billions  of  dollars  in  business 
losses  annually  due  to  absenteeism,  turnover, 
medical  expenses  and  lower  productivity. 

That's  why  helping  victims  of  domestic  violence 
is  your  business.  Your  company  can  change  lives 
by  building  awareness  of  the  issue  and  providing 
a  link  to  information  about  resources  in  your  community. 

Let  your  employees  know  their  safety  is  important. 
A  few  steps  can  make  all  the  difference  to 
your  business  —  and  to  someone  like  Doreen. 

wouldn't  you  protect  them? 


To  learn  how  to  implement  a 
domestic  violence  workplace  policy 
in  your  company,  please  visit: 
www.safeatworkcoalition.org 

If  you  or  one  of  your  employees 
needs  help,  contact  the 
National  Domestic  Violence  Hotline: 
(800)  799-SAFE 
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OTHER  COMMENTS 


Genius  is  one  percent  inspiration  and  ninety-nine  percent  perspiration. 

—THOMAS  ALVA  EDISON 


What  Matters  Most  Europe  does  not  want  to  throw 
more  than  a  few  hundred  million  euros  into  the  pot  for  a  Marshall 
Plan  for  Iraq.  The  reconstruction  plan  is  a  familiar  one:  First  comes 
the  rescue  money,  as  in  Germany  of  old,  then  the  economic  mir- 
acle and  then  democratic  stability.  Europeans,  more  than  anyone, 
know  the  value  of  such  an  agenda.  But  here  is  a  question:  Does  Iraq 
really  need  European  money?  Aid  is  important,  but  Iraq  will  have 
its  own  aid:  oil  aid.  If  Iraq  is  to  become  another  Germany  and  not 
a  Libya,  it  needs  to  write  laws  and  establish  institutions  that  make 
it  an  inviting  place  for  capital.  That  at  least  is  what  happened  in 
Germany,  where  an  unknown — the  economist  Ludwig  Erhard — 
worked  with  the  Allies  to  create  a  classically  liberal  program  after 
the  Second  World  War.  Wage  and  price  controls  and  high  taxes 
were  all  swept  away.  In  the  long  run,  Erhard's  liberal  vision  and 
his  laws  mattered  more  than  Washington's  cash.  When  it  comes 
to  new  states,  what  matter  most  are  leaders  and  law,  not  aid. 

— AMITY  SHLAES,  Financial  Times 

Sovereign  Remedy  Of  the  arguments  leveled  against 
currency  boards  (and  their  close  cousin,  dollarization),  the  only 
one  with  strong  staying  power  relates  to  sovereignty.  The  sover- 
eignty argument  says  that  instituting  a  currency  board  deprives  a 
government  of  its  sovereign  right  to  a  central  bank  and  a  distinct 
unit  of  account  that  can  be  manipulated  for  various  policy  ends. 
But  sovereignty  is  an  ambiguous  and  plastic  term  that  is  not  easily 
defined.  Consequently,  statements  that  are  made  about  it  cannot 
be  refuted.  We  have  no  way  of  knowing  whether  an  event  (save  a 
territory's  wholesale  conquest)  augments  or  diminishes  sover- 
eignty; thus  sovereignty  is  an  untestable  and  nonfalsifiable  concept. 
The  confusion  that  surrounds  the  sovereignty  debate  as  it  per- 
tains to  monetary  regimes  illustrates  the  fluidity  of  the  sovereignty 
concept.  Whereas  a  potential  new  currency  board  can  be  said  to 
threaten  a  country's  sovereignty,  one  can  also  find  currency 


boards  that  have  been  instituted  precisely  to  assert  a  coun 

sovereignty!  The  obvious  example  is  Estonia.  At  the  extn 

Montenegro,  which  was  part  of  the  Federal  Republic  of  Yugos 

in  1999,  adopted  the  German  mark  as  a  means  of  assertir 

"sovereignty"  and  independence  from  Yugoslavia.  Any  argui 

that  invokes  sovereignty  rests  on  very  shaky  epistemic  footin 

— STEVE  H.  HANKE,  professor,  Johns  Hopkins  University 

MATT  SEKERKE,  research  associate,  Johns  Ho 

Institute  for  Applied  Economics  an< 

Study  of  Business  Enterprise,  Cato  Inst 

r  OllCe  jtate  If  you  see  the  police  along  a  highw. 
Ohio,  keep  it  to  yourself.  If  they  catch  you  flashing  your 
lights  to  warn  other  drivers,  they'll  cite  you  for  a  "high  b< 
violation.  Last  year,  Cleveland  police  alone  wrote  more  thai 
tickets  for  such  infractions. 

—CHARLES  OLIVER,  Reason  0 

TortUOUS  No  More  Districts  in  Texas  occupy  4 
top  1 1  spots  on  the  American  Tort  Reform  Association's 
"judicial  hellholes,"  described  as  cities  or  counties  that 
lawsuits  from  around  the  nation  or  the  region  because  the 
correctly  perceived  as  very  plaintiff-friendly  jurisdictions.' 
numbers  tell  the  story.  Texas  is  down  to  3  medical  liability  ins 
14  of  17  have  disappeared  in  the  past  two  years  alone.  In 
parts  of  the  state,  there  are  300  lawsuits  for  every  100  doctor 
matter  that  85%  of  these  suits  fail;  at  $20,000-$40,000  a  p 
put  up  a  defense,  doctors  can't  afford  the  sky-high  insurance 
Of  the  state's  254  counties,  154  have  no  obstetrician.  Wide  s 
of  Texas  have  neither  a  neurosurgeon  nor  an  orthopedic  sur. 
[Texas'  recent  tort  reforms]  not  only  provide  an  examp 
other  states  but  also  for  Republicans  in  Congress.  Pres 
Bush  says  he's  serious  about  federal  tort  reform.  His  party 
help  by  giving  him  some  bills  to  sign. 

— Wall  Street  Jt 

Monumental  Move  Without  each  citizen  volur 
accepting  the  weight  of  responsibility,  government  is  destii 
grow  even  larger,  taking  more  of  your  money,  burrowing  c 
into  your  lives.  There  would  be  no  greater  tribute  to  our  I 
rity  as  a  society  than  if  we  can  make  these  [government] 
ings  around  us  empty  of  workers;  silent  monuments  to  th 
when  government  played  a  larger  role  than  it  deserved  or 
adequately  fill. 

— JEB  BUSH,  Governor  of  Florida,  2003  Inaugural  A< 

Making  the  Most  Of  It  This  time,  like  all  tim, 
very  good  one,  if  we  but  know  what  to  do  with  it. 

—RALPH  WALDO  EMERSC 
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performance 


It  can't  be  done."  "You're  crazy."  "Never."  "No."  These  are  the 


words  that  come  in  the  beginning,  only  to  be  proven  wrong  in  the 
end.  At  ConocoPhillips,  we  realize  that  impossibilities  sometimes 
yield  the  best  opportunities.  So,  where  others  see  an  obstacle, 


we  see  a  chance  to  elevate 


SAMSUNG  DIGITS 
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Super-bright,  razor-sharp  19"  analog/digital  TFT/PVA  display    

Unique  dual-hinge  base  allows  up  to  90°  tilt  for  optimal  ergonomics 

1280  x  1024,  Xtrawide"  17071 70°  viewing  angle,  VESA  wall-mountable  base 

World's  leading  manufacturer  of  TFT-LCD  displays 


■Visit  www.samsun  uisa.com 

■52003  Samsung  Electron 


SyncMaster  132 1 


4   J& 


That's  DJgitAII  vision. 

How  do  you  become  the  fastest  growing  50  billion-dollar  retailer  in  history  with  over  200  new  stores 
opening  this  year  alone?  With  unparalleled  vision  and  absolute  clarity.  That's  why  The  Home  Depot B 
chooses  Samsung —  the  world's  leading  manufacturer  of  TFT-LCD  displays.  And  now  Samsung's 
commitment  to  the  big  picture  continues  with  the  innovative  display  technology  found  in  the  new 
SyncMaster  192T,  allowing  your  future  to  appear  just  as  bright. 

Add  vision.  Add  possibility.  Add  Samsung. 
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GETTING  A  JET  WHEN  AND  WHERE  YOU  WAN1 
IS  NO  PROBLEM  WITH  ACCESS  TO  THE  WORLD 
LARGEST  FRACTIONAL  FLEET. 


Owning  a  fractional  share  is  really  a  very  simple  proposition. 
When  you  call  for  a  plane,  you  get  a  plane.  No  excuses.  No  delays. 

As  a  Netjets  Owner  you'll  always  have  a  plane  ready  and  waiting 
for  you  with  as  little  as  four  hours  notice  just  about  anytime, 
anywhere.  We  can  say  that  because  ours  is  the  largest  fleet  in 
the  fractional  aircraft  industry.  With  over  500  planes  under 
management  across  the  U.S.,  Europe  and  the  Middle  East 
you're  never  far  from  a  plane,  especially  important  when  an 
unforeseen  need  arises.  In  fact,  having  that  many  planes  makes 
us  equivalent  in  size  to  the  world's  fourth-largest  airline. 

the  largest  buyer  of  business  jets,  independent 
er,  we're  free  to  buy  only  the  most  desirable 


jets.  Most  important,  owning  a  share  as  small  as  1/10 
you  access  to  our  entire  fleet.  So  if  your  travel  plans  rei 
larger  or  smaller  aircraft,  you  have  the  option  to  interc 
to  another  aircraft  type.  You'll  choose  from  among  14  di. 
aircraft' types  with  light,  mid-sized  and  large  cabins  accommc 
from  7  to  18  passengers. 

Giving  our  Owners  the  freedom  and  control  to  fly  wh< 
where  they  want  is  just  one  reason  we  sell,  finance  anc 
more  fractional  jets  than  all  our  competitors  combined 

To  see  why  more  fractional  jet  owners  choose  NetJ 
1-877-356-0754  or  visit  www.netjets.com. 


NETJETS:  LEAVE  NOTHING  TO  CHA 


Netjets  Inc.  is  a  Berkshire  Hathaway  co 


RRENT  EVENTS 

isp&r  W.  Weinberger,  chairman 


North  Korea 


BSURDITY  OF  THESE  NEW  YORK  TIMES  HEADLINES  SAYS  IT 
st,  on  the  Aug.  6  Op-Ed  page-.  "What  North  Korea  Wants"; 
it  the  paper  permitted  three  presumably  learned  authors  to 
id,  which  thev  did  under  these  headings:  "Guarantee  Its  Secu- 
nd  "Rescue  Its  Economy."  Then  an  Aug.  13  article,  "U.S. 
s  Reward  If  North  Korea  Scraps  Nuclear  Arms,"  suggested 
the  North  promised  to  "disclose  its  weapons  or  allow  interna- 
inspectors  into  the  country"  that  would  be  sufficient  for  it  to 
reward,  such  as  written  assurance  the  U.S.  would  not  attack, 
hy  does  it  matter  what  North  Korea  wants?  Because  as  soon  as 
d  out,  we  will  offer  it  to  Pyongyang.  The  experts  predict  that 
e  North  will  accept  our  conditions,  and  all  will  be  well.  It's 
een  suggested  that  once  the  North  discloses  the  exact  numbers 
luclear  weapons,  we  should  start  the  economic  aid  flowing. 
»11,  not  to  kick  too  much  sand  onto  this  picnic,  but  the  prob- 
that  no  matter  what  countries  like  North  Korea  agree  to,  they 
eak  their  word.  We  should  know  by  now  that  they  do  not 
ate  in  good  faith  and  that  agreements  made  with  liars  are 
1  to  fail.  We  haw  been  down  this  road  so  often  it's  incredible 


that  some  writers  still  believe  that  as  soon  as  we  sign  an  agreement 
with  the  likes  of  Iraq  or  North  Korea,  everything  will  be  settled. 

The  U.S.  goal  should  not  be  an  agreement;  it  should  be  the  com- 
plete, verifiable  and  irreversible  elimination  of  North  Korea's  nuclear 
weapons  program.  We  should  end  President  Clinton's  absurd  1994 
Agreed  Framework,  which  Pyongyang  has  already  violated.  The  two 
nuclear  reactors  (which  could  quite  easily  be  adjusted  to  produce 
plutonium)  the  U.S.  was  to  give  the  North  under  this  agreement  can 
be  built  only  if  we  approve  key  components  for  export.  But  these 
components  can't  be  exported  to  violators  of  the  Nuclear  Nonpro- 
liferation  Treaty.  North  Korea  has  repeatedly  boasted  that  it  has  bro- 
ken the  NPT — and,  indeed,  it  withdrew  from  the  treaty  in  January. 

The  sooner  we  make  it  clear  that  we  will  not  allow  the  export  of 
these  key  components,  the  better.  This  will  have  a  far  more  powerful 
impact  than  the  decision  not  to  send  Under  Secretary  of  State  John 
Bolton — a  man  much  hated  by  the  North — to  the  August  round  of 
negotiations.  Fortunately,  Bolton's  replacement,  Assistant  Secretary 
of  State  James  Kelly,  is  a  solid  negotiator.  He,  too,  fully  understands 
the  folly  of  simply  trying  to  find  out  "what  North  Korea  wants." 


Power  Blackouts 


HAVE  BEEN  MANY  EXPLANATIONS  FOR  WHAT  CAUSED 
lion's  worst  power  blackout.  These  have  ranged  from  the 
:  (it  was  the  fault  of  President  Bush's  tax  cut — Senator  Bob 
m  of  Florida)  to  the  semi-idiotic  (we  are  too  dependent 
eign  oil — Representative  Richard  Gephardt  of  Missouri). 

course,  the  real  cause  is  that  through  deregulation  we  have 
raged  the  production  of  more  power,  fostered  by  the  belief 
ower  companies  could  charge  whatever  the  market  would 
kit  because  the  price  of  transmission  remained  sharply  regu- 
there  was  no  incentive  to  build  more  and  better  power  lines. 

f  that  electricity — old  and  new — had  to  be  transmitted  over 


old  copper  lines.  As  the  Wall  Street  Journal  noted  in  March  2002: 
"Transmission  use  this  decade  is  expected  to  grow  20%  to  25%,  but 
new  capability  [through  grid  expansion  and  replacement  of  exist- 
ing ancient  wires]  will  increase  by  only  4%."  Something  was  bound 
to  break  down,  and  it  did.  Anything  as  vital  as  energy  cannot  exist, 
to  quote  President  Lincoln,  as  "half  slave  [regulated]  and  half  free." 
We  need  to  enact  the  President's  energy  bill.  Unfortunately  this 
will  probably  have  to  wait  until  after  the  2004  election.  Winston 
Churchill  said  something  to  the  effect  that  the  problem  with  democ- 
racies is  that  you're  always  having  elections,  and  nothing  can  be 
done  until  after  an  election Well,  sometimes  not  even  then. 


Australia 


PONDER  WAYS  TO  INCREASE  WORLD  SUPPORT  FOR  OUR 
ry  forces  in  Iraq,  we  should  take  a  moment  to  acknowl- 
the  very  great  and  significant  role  that  one  of  our  oldest 
est  allies,  Australia,  has  undertaken  since  9/1 1  signaled  the 
ning  of  our  war  against  terrorism, 
'en  long  before  this,  during  the  darkest  days  of  World  War  II's 
:  campaign,  Australia's  troops  fought  side  by  side  with  Amer- 
And  nothing  since  that  time  has  divided  or  weakened  the 
Iship  and  mutual  purpose  of  our  two  countries.  So  when 
s  required  us  to  aid  the  people  of  Afghanistan  and  of  Iraq 
uring  their  freedom — events  that  lost  us,  at  least  temporarily, 


the  support  of  such  allies  as  France  and  Germany — it  was  with 
enormous  gratitude  that  we  found  Australia  once  again  supporting 
us,  with  our  extraordinary  alliance  neither  weakened  nor  strained. 

The  U.S.  is  Australia's  largest  trade  partner,  with  U.S.  invest- 
ment in  Australia  at  $135  billion.  The  U.S.  commanders  of  Joint 
Operations  in  Iraq  have  described  our  Australian  comrades  in 
arms  as  "the  best  in  the  world."  Their  efforts  in  helping  us  estab- 
lish Iraq  as  a  democratic  nation  should  be  a  real  example  to  others. 

As  one  who  served  with  Australians  in  an  American  infantry 
division  in  New  Guinea  during  WWII,  allow  me  to  say  that  I  hope 
we  will  always  earn  and  deserve  the  support  of  such  an  ally.         F 
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Modern   battle  demands   perfect  clarity  across  an   ever-widening   range  of  threats,   locations 

scenarios.  Only  Northrop  Grumman  has  the  vision  and  technology  to  transform  the  chaos  of  wa 

into  clarity.  Our  advanced  battle  management  systems  enable  the  real-time  integration  of  a  con 




id,   control,  communications  and  intelligence  assets.  This  information  superi 
s  shape  the  battle  space  and  deploy  forces  faster  and  more  flexibly.  It  eric 


teughout:  on  the  ground,  at  sea,  in  the  air,  space  and  cyberspace.  To  en 


une  capability.  No  one  sees  this  more  clearly  than  Northrop  Grumi 


NORTHROP  GRUMMAN    Defining    the    f  u  t 


GITAL  RULES 

tidi  Karlgaard,  publisher 


China  Syndrome 


VORLD  ECONOMY  IS  AT  A  CROSSROADS.  CONTINENTAL 
x  is  stuck,  emitting  only  faint  signals  of  revival.  Little  sur- 
— no  region  can  ever  grow  under  the  gravity  of  declining 
lations,  35-hour  workweeks  and  scant  entrepreneurs,  espe- 
those  of  the  immigrant  variety. 

pan  looks  a  bit  better  if  you  believe  the  Nikkei's  23%  bump 
ear  foreshadows  better  days.  The  Land  of  the  Rising  Sun 
lown  us  false  dawns  before.  Still,  I  think  we'll  finally  begin 
;  GDP  growth  of  2%  or  more  coming  from  Japan.  That 
d  be  good  new  v 

he  U.S.  is  clearly  the  strongest  of  the  G-8  member  nations, 
ng  along  at  3%  growth  rates  or  better.  This  should  continue 
ig  2004.  But  our  economy  is  still  underperforming  to  its 
itial.  Evidence  is  the  2:1  gap  that  now  exists  between  GDP 
th  rates  and  those  astonishing  6%  to  7%  productivity  growth 
that  have  been  recorded  this  year.  Of  course,  if  you're  a  bull 
Jrian  Wesbury  (one  of  this  column's  favorite  economists), 
1  argue  that  the  GDP/productivity  gap  is  a  mere  lag  effect. 
will  catch  up  to  productivity.  It  always  does.  By  this  logic,  you 
d  expect  2004  to  be  a  wildly  good  year  and  invest  accordingly. 
Khers,  like  John  Rutledge,  wonder  about  that.  Yes,  GDP  has 
ys  caught  up  to  productivity  before.  But  the  landscape 
hanged.  Now  the  Mayo  Clinic  e-mails  X  rays  and  MRIs  to 
logists  in  Bangalore.  High  value-added  jobs,  in  other 
s.  Some  experts  think  the  U.S.  will  outsource  25  million 
-mostly  white  collar — to  India  and  China  during  the  next 
ears.  This  trend  will  spike  U.S.  productivity,  even  as  it 
warily  displaces  millions  of  Americans,  who  then  will 
isize  their  mortgages,  car  payments  and  vacations.  The  net 
t  is  that  the  American  GDP/productivity  gap  could  become 
ure  of  the  early  2000s. 

a  "Zero-Sum  Game 

GDP/productivity  gap  continues,  along  with  high  U.S.  unem- 
nent,  China  will  be  blamed.  I  say  China  more  than  India, 
lse  China  is  communist.  It  makes  a  better  prime-time  villain, 
he  urge  to  blame  China  must  be  avoided.  China  has  made 
irkable  progress  toward  capitalism  and  liberty  since  Mao's 
in  1976.  That  a  country  of  1.3  billion  people  has  turned 
ast  in  only  27  years  is  a  modern  miracle.  The  next  10  years 
rucial.  If  China  continues  along  its  path  toward  democratic 
alism,  the  world  will  be  a  richer  and  safer  place.  If  China 
bles  and  reverts  to  Maoism  or  any  other  form  of  national- 
totalitarianism,  look  out. 

n  September  I  spent  a  week  in  China,  moderating  panels  at 
RBES  GLOBAL  CEO  Conference  in  China.  Here  are  some 
and  observations: 


•  China  has  averaged  7%  GDP  growth  for  1 1  years;  Shanghai 
has  averaged  1 2%. 

•  Shanghai  certainly  has  the  feel  of  a  boomtown.  Construction 
cranes  are  everywhere.  Businesspeople  have  a  bounce  in  their 
step.  Like  in  Silicon  Valley  in  the  1990s,  a  lively  informality  per- 
vades the  business  scene.  At  dinners  and  lunches  people  get  up 
between  courses  and  bounce  from  table  to  table,  chatting,  hand- 
ing out  business  cards. 

•  China  is  moving  up  the  value  chain  fast.  It  likely  will  become  the 
world's  leading  manufacturer  of  semiconductors  sometime  in 
2004.  Chips  are  complicated  devices,  not  like  cheap  toys.  Who  will 
staff  China's  ultramodern  fabs?  The  country  graduates  600,000 
scientists  and  engineers  a  year,  four  times  as  many  as  the  U.S. 

Are  there  problems  in  China?  Of  course.  Here  are  some: 

•  There  is  a  rampant  disregard  for  intellectual  property.  On  Shang- 
hai streets  you  can  buy  DVDs  of  almost  any  Hollywood  movie 
before  that  movie  is  released  to  American  theaters.  Government 
officials  voice  concern  without  really  cracking  down.  I  don't  expect 
China  will  get  serious  about  piracy  until  it  has  its  own  IP  to  defend. 

•  Banks  account  for  95%  of  commercial  lending  in  China.  There  is 
little  venture  capital  and  no  corporate  bond  market.  Unless  China 
changes  this,  it  will  become  stuck.  To  change  it  means  accepting 
Western-style  rules  about  financial  disclosure  and  transparency. 

•  Private  property  is  not  widely  embraced  outside  of  Shanghai. 
The  great  economist  Hernando  de  Soto,  who  spoke  at  the 
FORBES  conference,  says  many  countries  enjoy  a  spurt  of  initial 
success  with  capitalism  only  to  falter.  South  America  is  a  cau- 
tionary example.  It  was  more  prosperous  70  years  ago  than  it  is 
now.  What  separates  the  sprinter  countries  from  the  marathon- 
ers,  says  De  Soto,  is  widespread  ownership  of  (and  title  to)  prop- 
erty. China  must  spread  the  "Shanghai  Way"  far  and  deep  into 
the  country  during  the  next  25  years  or  it  will  stumble. 

•  Civil  liberties  are  improving  but  have  a  long  way  to  go.  The 
Chinese  press  has  been  unshackled  to  cover  business,  sports  and 
culture — but  not  yet  government. 

•  China's  path  to  democratic  capitalism  looks  very  good  in  the  short 
term.  Huge  national  pride  is  attached  to  its  entry  into  the  World 
Trade  Organization  and  its  hosting  of  the  2008  Olympics.  This 
assures  China  will  be  on  its  best  behavior  between  now  and  then. 

In  the  long  run  China  must  commit  to  greater  press  freedom, 
financial  transparency,  IP  protection  and  the  spread  of  private 
property.  It  must  work  with  the  U.S.  quietly  and  in  good  faith  to 
resolve  disputes — and  there  will  be  disputes.  But  as  Americans, 
let  us  remember  this  is  a  two-way  street.  We  must  work  in  good 
faith,  too.  U.S.  underperformance  is  not  China's  fault.  F 


i  fjfM'hpC  I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
^^Hi^om  I  or  e-mail  him  at  publisher@forbes.com. 
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Middleware  is  Everywhere. 


Can  you  see  it? 


and  are  registered  trademarks  or  trademarks  of  International  Business  Machines 
demark  ol  International  Business  Machines  Corporation  and  Rational  Software 
registered  frademet'k  of  Microsoft  Corporation  in  the  United  States  and/or  other 
.marks  or  service  rnarfcs  of  others.  .0  2003  IBM  Corporation.  All  rights  reserved. 


W     *^4k       '                ^^■flk^l  SP& 

1     KEY 

MIDDLEWARE.  It's  what  on  demand  business  demands. 
And  middleware  is  IBM  software  like  DB2?  Lotus?  Rational8 
and  WebSphere®  that  develops,  integrates  and  manages  your 
applications  and  systems.  Everything  is  efficient.  Seamless. 
Across  the  board.  Across  platforms.  Microsoft®  Oracle.  Sun. 
You  name  it.  IBM's  open  middleware  can  connect  it.  It's  instant 
business  benefit.  Instant  customer  satisfaction.  On  demand. 
(©business  on  demand™  Go  to  ibm.com/software/integrate 

1      1.  Instantly  admitting  patient. 

2.  Immediately  processing  claim. 

3.  Automatically  approving  procedure. 

4.  Constantly  tracking  treatment. 

5.  Directly  assessing  costs. 

INFORMER 


informfir(5)fnrl 


Call  PETA  Immediately! 
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It's  a  Naive  Domestic  Toilet  Without 
Any  Breeding,  But  I  Think  You'll 
Be  Amused  by  Its  Presumption 

Kohler  Co.,  the  plumbing- fixture  firm  controlled  by  the  family 
of  Forbes  400  member  Herbert  Kohler,  has  sued  Jacuzzi  Brands 
for  trademark  infringement  and  unfair  competition.  Wisconsin- 
based  Kohler  claims  in  federal  court,  Chicago,  that  Florida-based 
Jacuzzi's  new  line  of  "Vintage  Collection"  washbasins, 
whirlpools  and  toilets  is  way  too  close  in  name  to  Kohler's  25- 
year-old  "Vintage"  line  of  washbasins  and  whirlpools.  Jacuzzi 
had  no  comment.         — Janet  Novack  and  William  P.  Barrett 

Still  in  the  Running  ' 

New  Mexico's  Taxation  &  Revenue  Dept.  hasn't  received  an  un- 
qualified opinion  affirming  its  operations  from  the  state  audi- 
tor's office  for  seven  straight  years.  Among  other  issues,  the  lat- 
est audit  posted  online  said  nearly  half  of  a  sampling  of 
equipment  on  the  books  could  not  be  located,  alcoholic  bever- 
ages were  charged  improperly  to  federal  grants  and  auditors 
"could  not  tell  if  taxes  and  fees  were  being  calculated  properly." 
A  departmental  flack  says  new  leadership  is  fixing  things.  In 


1998  we  called  the  Santa  Fe-based  unit  "a  strong  conten 
the  most  inept  state  tax  agency"  in  the  country.  — ' 


n  exhibit  at  New  York's  Ronald 

Feldman  Gallery  has  a  synthetic 

fur  coat   made   from   skinned 

Tickle  Me  Elmo  dolls.  The  garb  was 

fashioned  by  artist  Kelly  Heaton, 

who  once  made  a  coat  from  Furby 

dolls.  Heaton  needed  the  hides  of 

64  Elmos,  bought  on  Ebay,  where  the 

coat  is  being  offered  for  $35,000.  A  press 

release  cites  "frontier  economics"  based 

on  "the  historic  precedent  of  the 

American  fur  trade."  — Dirk  Smillie 


Time  Is  Money,  Y'AII 


Trusts  with.  $40  million  benefiting 
grandkids  of  Mary  C.  Crowley,  founder 
of  Dallas  direct  marketer  Home  Interi- 
ors &  Gifts,  have  sued  for  a  $14.2  mil- 
lion federal  tax  refund.  The  four  gener- 
ation-skipping charitable  lead  annuity 
trusts  were  created  after  Crowley — who 
wrote  a  book  entitled  Think  Mink!  and  whose  family, 
Forbes  family  fortune  lists  and  once  owned  basketball's 
Mavericks — died  in  1986  at  age  71.  The  novel  lawsuits  a 
the  taxes,  paid  as  a  precaution,  should  have  been  deferred 
initely  because  the  trusts  technically  haven't  ended- 
though  all  gifts  to  nonprofits  ended  in  2001. — J.N.  and  1 


Charity  Cases 


Heads  of  U.S.  nonprofits  with  assets  over  $250  million  re 
an  average  $290,000  in  2001,  the  Council  on  Foundation 
Plus  a  few  perks.  Some  52%  received  a  free  car,  14%  a  a 
club  membership  and  7%  health  club  fees.  A  tenth  were 
bursed  for  parking,  annual  physicals  or  housing.  A  supple,, 
retirement  plan  benefited  17%,  while  3%  had  their  persona 
itable  contributions  matched.      — Tomas , 


Clearly  a  Full  House 

A  Cincinnati  firm  is  selling  via  the  Web  "Wall  S| 
Most  Wanted,"  a  $11.95  playing-card  deck  mo 
after  the  U.S.  military's  celebrated  Iraqi  arres 
Martha  Stewart  is  the  Queen  of  Hearts;  r— 
Enron  ex  Kenneth  Lay,  the  Ace  of  Spades.  Others  / 
depicted  include  Citigroup's  Sanford  Weill,  analyst  Abby  ' 
Joseph  Cohen  and  CNBC's  Maria  Bartiromo.  Alan 
Greenspan  and  ex-New  York  Stock  Exchange  boss 
Richard  Grasso?  The  jokers.  —Brendan  Coffey  , 


Lawmakers  Are  Heavy  lnla  VVina 


lobbyists  in  Washington  and  around  the  country  long  have  battled  over  proposed  rules  or  laws  that  carry 
ramifications  for  specific  industries  and  consumers.  Below,  a  sampling  of  some  current  issues. 


PRODUCT 

Automobiles 

iline 


RESTRICTION  WHO  WANTS  IT 

limits  to  sales  over  Internet  car-lot  dealers 

mortician's  license  required  for  sale  funeral  directors 

prescription  required  for  replacement  optometrists 

can't  be  priced  below  cost  gas  stations 

i  leys  needed  in  many  states  lawyers 

broker's  license  required  to  operate  real  estate  agents 

W'ne  rates  ban  shipment  to  consumers  local  wholesalers 

Estimal 


WHO  OPPOSES  IT 

Internet  brokers 
online  sellers 
stand-alone  sellers 
warehouse  clubs 
paralegals 
online  data  brokers 
wineries 


huge  ecc 
-Rick, 

AT  ST 

$20bil 

$1  billii 
$300  n 
$  billior  I 
$1.7  Ml 
$40bil  J 
$100 n  | 
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i  lot  of  stocks  go  unnoticed 
by  many  analysts.  Which  means 
a  lot  of  opportunities  do,  too. 


Free  Schwab  Equity  Ratings 


Call  today  for  a  better  way  to  help  find  stocks 
that  are  right  for  you  with  Schwab  Equity  Ratings? 

Many  analysts  focus  mainly  on  the  largest  companies 
or  specific  industry  sectors,  overlooking  some  small 
and  medium-sized  companies  thai  may  possess  sound 
fundamentals.  Ar  Charles  Schwab,  we  believe  investment 
opportunities  exist  in  many  companies  of  all  shapes  and 
sizes.  That's  why  our  Schwab  Equity  Ratings  evaluates 
over  3,000  U.S.  stocks  —  more  than  any  other  major 
brokerage  firm.  And  our  easy-to-understand  rating 
system  will  help  you  decide  what  to  buy,  sell  and  hold. 
Just   i  inalysts  miss  oui    on   investment 

opportunities  doesn't  mean  you  have  ro. 


TO  RECEIVE  A  FREE  SAMPLE  OF  SCHWAB  EQUITY  RATINGS  FOR  THREE  STOCKS  OF  YOUR  CHOICE, 

CALL  1-800-539-9029. 

Visit  www.schwab.com  or  an  Investor  Center  near  you. 


charles  schwab 


enerally.  Schwab  Equity  Ratings  may  only  be  available  to  certain  account  holders.  Access  to  SER  may  be  contingent  on  the 
lyment  of  a  service  fee  or  the  amount  of  assets  you  hold  in  your  Schwab  accounts.  Schwab  Equity  Ratings  are  generally  updated 
so  you  should  review  and  consider  any  recent  market  or  company  news  before  investing.  Schwab  Equity  Ratings  are  general 
formation;  they  do  not  ta^e  into  account  your  individual  circumstances,  financial  situation  or  needs,  nor  do  they  represent  a 
*rsonalized  recommendation  of  a  particular  stock  or  stocks  to  you.  Stocks  can  be  volatile  and  entail  risk,  and  individual  stocks  may 
>tbe  suitable  for  you.  ©2003  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (1003-12417).  ADS26036FUL 


ON  MY  MIND 


By  Richard  A.  Epstein,  a  professor  at  the  university  of  Chicago  school  of  law,  senior  fellow  at 

THE  HOOVER  INSTITUTION;  AUTHOR  OF  SKEPTICISM  AND  FREEDOM:  A  MODERN  CASE  FOR  CLASSICAL  LIBERALISM. 


Economic  Malpractice 


California's  mandatory  health  insurance  plan  is  a  great  way  to  not  help  the  uninsure 


CALIFORNIA'S  GUBERNATORIAL  RECALL  FARCE  DID  NOT  DIM  THE 
state's  enthusiasm  for  new  regulatory  programs  likely  to  push  it 
deeper  into  a  financial  hole.  Exhibit  A  is  a  bill  signed  by  Governor 
Gray  Davis  mandating  that  by  2006  many  state  employers  either 
subsidize  health  care  insurance  for  their  employees  or  pay  sub- 
stantial sums  into  a  new  fund  for  uninsured  Californians.  Nineteen 
percent  of  the  state's  population 
has  no  health  care  coverage,  and 
the  plan's  proponents  think  they've 
found  a  fix.  They  hope  to  start  a 
groundswell  toward  a  nationwide 
program  along  the  same  line. 

As  a  matter  of  basic  economic 
principle,  California's  clumsy 
effort  to  achieve  desirable  results 
through  mandates  is  sure  to  back- 
fire. If  health  insurance  costs  the 
employer  less  than  it's  worth  to 
the  employee,  both  sides  should 
adopt  it  by  voluntary  agreement. 
Many  employers  already  do. 
Unfortunately,  the  usual  health 
insurance  mandate  requires 
employers  to  buy  insurance  that 
costs  more  than  it's  worth  to  the 
employee.  The  mandate  thus 
operates  as  a  tax.  That  is  why  the 
level  of  voluntary  medical  insur- 
ance routinely  decreases  when 
employers  are  ordered  to  supply  a 
comprehensive  plan  complete  with  such  goodies  as  mental  health 
coverage  that  ordinary  people  generally  don't  want. 

California's  mandate  is  more  coercive  still,  because  it  won't 
allow  unhappy  employers  to  just  opt  out.  To  avoid  the  subsidy  is 
to  pay  the  tax.  Now,  a  state  can  coerce  employers  within  its  bor- 
ders but  it  cnnot  erect  fences.  What's  to  stop  employers  and 
empli  pting  out  of  the  California  labor  market  in 

droves  ranee  mandate  that  neither  want? 

The  ■  program,  chiefly  unions  and  physi- 

cians' grou]  oncerned  with  the  possibility  that 

the  new  ta>  already  fragile  labor  market.  Dr. 

Jack  Lewin,  ch  .  ( lalifornia  Medical  Associa- 

tion, told  the  M  sinesses would 

stay  put  becau  ■.,  ;  to  Oregon  or 

Nevada  to  wash  thei  dd  stick  to 

medicine,  instead  ot  < 


"The  next  effect  will  be  to  shrink  the  size  of 
the  potential  workforce  in  the  state,  which  will 
lead  to  a  reduction  of  economic  activity." 


His  first  mistake  is  to  assume  that  private  responses  to  reg 
tion  have  to  take  an  all-or-nothing  form.  A  new  burden  is  like 
produce  multiple  responses.  Firms  will  buy  more  machines' 
hire  fewer  workers,  ramping  up  unemployment.  They  will 
subcontract  to  smaller  (and  less  efficient)  firms  that  are  too  si 
to  fall  under  the  regulatory  mandate.  And  last,  nothing  prevent! 

I  hamburger  vendor  and  his 
tomers  from  moving  togethe 
Nevada  where  they  can  enjoys 
other's  services  in  a  low-tax  e 
ronment:  California  already  su. 
from  a  heavy  out-migration. 
Since  high  taxes  could  e< 
keep  new  businesses  from  ente 
or  expanding  in  the  state,  Cali 
nia  should  recognize  that  syst 
of  command  and  control  i 
doomed  to  fail  precisely  bee 
resourceful  but  resentful  pe< 
will  find  ways  to  blunt  their  im| 
So  why  incur  the  heavy 
ministrative  burden  that  will  I 
ther  impoverish  the  state?  Hen 
explanations  do  not  lie  in  the  n 
rhetoric  of  helping  the  poor,  ■ 
would  do  much  better  if  all  n 
dates  and  licensure  restrict 
were  removed  and  competi 
drove  down  the  prices  of  th 
like  health  care.  Rather,  the  r; 


nales  lie  in  the  traditional  politics  of  protection  and  exclusio 
which  California  has  become  a  national  leader.  State  medica 
sociations  champion  all  forms  of  protection,  and  nothing  i 
them  better  in  the  short  run  than  to  have  that  guaranteed  so 
of  income  that  only  a  state  subsidy  plan  can  secure. 

Labor  leaders  support  this  measure  because  it  contains  a  • 
venient  provision  that  renders  it  inapplicable  to  employers 
have  signed  union  contracts  that  provide  even  minimal  h< 
care.  The  point  here  is  to  raise  the  costs  to  their  rival  nonunion 
ployers.  The  unions  win  either  way. 

But  in  the  long  term  these  opportunistic  gains  will  coun 
little.  The  net  effect  will  be  to  shrink  the  size  of  the  pote: 
work  force  in  the  state,  which  in  turn  will  lead  to  a  reductic 
economic  activity  and  a  consequent  decline  in  the  income 
sales  taxes.  The  hapless  citizens  of  California  deserve  better  1 
their  leaders — and  from  themselves. 
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Raffles5  Class 


ingapore  Airlines  presents 


SPACE  BED 


The  biggest  bed  in  Business  Class. 
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~S 
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Best  International  Airline 

-  Conde  Nast  Traveler,  15  out  of  16  years 

-  Travel  +  Leisure,  8  out  of  8  years 

!<   SAN  FRANCISCO   LOS  ANGELES  VANCOUVER  AMSTERDAM    FRANKFURT   HONG  KONG 
3KYO   SEOUL  AND  OVER  60  MAJOR  CITIES  IN  35  COUNTRIES      www.singaporeair.com/usa 


Experience  the  comfort  of  the  most 
spacious  business  class  bed  in  the 
sky.  Raffles  Class  SpaceBed  offers 
you  a  new  level  of  luxury  with  more 
room  to  work,  relax  or  sleep.  All,  of 
course,  while  enjoying  the  inflight 
service  even  other  airlines  talk  about. 


A  great  wav  to  flv 

SiriGAPORE  AIRLinES 


A  STAR  ALLIANCE  MEMBER 


POINT-COUNTERPOINT 


Tom  Kucharvy 


Dean  Davison 


ON-DEMAND  COMPUTING 

Reality  or  Mirage? 


"On-demand"  or  "utility"  computing  is  IT's  latest  and  greatest  hot  topic.The  promise  of  specific  IT  resoi 
and  management  made  available  to  the  customer  on  a  needs  basis  at  significantly  reduced  cost  is  compei 
but  is  it  really  a  revolution  in  the  making  or  simply  outsourcing  with  financial  smoke  and  mirrors? 

In  this  point-counterpoint,  our  intrepid  experts  conduct  a  hard-nosed  reality  check  on  this  promisinr 
evolving  vision. 


Tom  Kucharvy  is  president  and  chief  research  officer  of 
Summit  Strategies,  Inc.,  where  he  directs  analyses  of  emerg- 
ing markets,  technologies  and  strategies  in  the  information- 
technology  and  communications  industries. 

Dean  Davison  is  vice  president  and  director  of  Outsourcing 
and  Service  Provider  Strategies  at  META  Group.  He  leads 
META  Group's  outsourcing  practice  and  advises  IT  organiza- 
tions on  the  adoption  of  and  best  practices  for  outsourcing, 
covering  outsourcing  decisions,  vendor  evaluation  and  vendor 
governance. 

TK:  On-demand?  We're  calling  it  dynamic  computing,  charac- 
terized by  an  increasingly  flexible  environment  —  virtualized 
resources  located  in  pools  that  can  be  dynamically  provisioned 
as  needed  —  as  well  as  more  flexible  financing  and  delivery 
models.  Customers  can  choose  to  have  it  deployed  any  way 
they  want  with  a  full  range  of  pricing. 

Every  vendor  has  to  support  heterogeneous 

standards  if  this  is  to  succeed.  The  key  is  a 

common  management  model  that  can  be 

applied  internally  by  the  customer  and 

externally  by  the  service  provider. 

—  Tom  Kucharvy 

DD:  That's  a  beautiful  vision,  Tom,  but  when  do  we  actually 
see  that  happening?  From  a  service  perspective,  the  ability  to 
spread  the  cost  of  an  outsourcing  deal  over  time  is  really  just 
a  financing  exercise  that's  already  been  done,  so  what's  the 
real  difference? 

TK:The  difference  is  that  the  entire  thing  can  be  incremental, 
with  many  components.  Some  of  those  can  be  implemented 
today,  others  over  time.  The  value  is  that  customers  can  derive 
return  from  very  quick,  targeted  point  solutions  around  their 
unique  pain  points,  and  as  long  as  it's  done  with  a  road  map, 
it  can  take  them  to  a  nirvana  of  dynamic  computing. 

DD:   But  let's  get  real.  Outsourcing  vendors  will  need  to 

addre?  :  bus  ness  model  changes  to  get  to  that 

po  a  lot  of  standardization  to  specific 

technology  archil  and  even  operational  processes.  For 


example,  one  major  vendor  is  establishing  separat 
demand  data  centers  in  order  to  accommodate  divr 
client  needs. 

TK:  Vendors  are  going  to  address  that  single-sourc 
lock-in  issue  by  licensing  their  frameworks  to  multiple  se 
source  providers.  Every  vendor  has  to  support  heteroge 
standards  if  this  is  to  succeed.  The  key  is  a  common  ma 
ment  model  that  can  be  applied  internally  by  the  cua 
and  externally  by  the  service  provider.  That's  differenii 
the  way  outsourcing  is  usually  conducted,  where  al| 
management  models  is  still  a  problem. 

DD:  Again,  this  is  five  or  ten  years  from  now,  but  gettir 
variable  pricing  model  will  enable  a  smooth  transition  fi 
services  to  a  BPO-enablement  role.  So  we  can  start  t( 
services  that  can  be  paid  for  by  transaction  —  financial] 
processing,  mortgage  loan  issues,  and  so  on. 

TK:The  financial  exercise  is  only  part  of  the  equation.  Fd 
of  companies  it's  also  turning  over  the  keys  to  part  o 
IT  heritage. 

DD:  What  scares  me  is  that  the  majority  of  vendors  sti 
this  as  a  financial  and  pricing  structure,  and  they  have  n 
cept  of  the  five-  or  ten-year  vision  that  represents  the  r 

TK:  They'll  have  a  hard  time  getting  this  pricing  model  n 
balancing  one  that  is  appropriate  for  the  customer  wl 
that's  profitable  for  the  vendor.  Then  comes  the  hard  p 
tailoring  the  deliverables  and  pricing  models  to  the  ne 
different  customers. 

As  in  the  movie  Field  of  Dreams,  the 
assumption  is  that  "if  you  build  it,  the; 
come."  However,  if  vendors  fail  to  stru 
attractive  offerings,  the  seats  in  the  ball 

will  remain  empty.  —  Dean  Davison 

DD:  Overall,  this  is  a  services  industry  moving  to  a  v< 
based  strategy.  It's  going  to  be  quite  a  transition.  But,  as 
movie  Field  of  Dreams,  the  assumption  is  that  "if  you  t 
they  will  come."  However,  if  vendors  fail  to  structure  att 
offerings,  the  seats  in  the  ballpark  will  remain  empty. 


UNISYS 

Imagine  it.  Done. 


By  Michael  Roney 


For  the  full  debate,  go  to 
www.unisys.com/experts/tkvsdd  or 
www.forbes.com/specialsections/unisys-dynamiccompi 


■hen  Quest  Diagnostics 

rose  to  partner 

•th  Unisys, 

ley  had  a  million  reasons. 


ere  s  one. 


Systems  Integration 


Outsourcing. 


Infrastructure. 


Server  Technology. 


Consulting. 


Imagine  it: 

Faster,  optimized  access  to  test  results, 
when  each  one  is  vital  to  doctor  and  p£ 
through  an  IT  infrastructure  handling  over  250 
T  tests  a  year.  One  common,  unified 
p  desk  network  to  consolidate  all  mainte- 
nance and  support  for  solutions  24/7. 

ne: 
Quest  Diagnostics  chose  Unisys  as  an 
outsourcing  partner  to  standardize  and 
manage  its  desktop  services  -  across 
more  than  1 ,000  patient  service  centers 
and  laboratories  with  over  10,000  desktop 
users.  The  Unisys  team  achieved  full 
implementation  in  just  90  days,  reducing 
desktop  service  costs  by  1 1  %  -  to  help 
Quest  Diagnostics  deliver  on  speed, 
accuracy  and  growth. 

Infrastructure  support  with  precision  thinking, 
relentless  execution  to  drive  your  vision  forward. 

UNiSYS 

Imagine  it.  Done. 

unisys.com     1 .800.874.8647  x373 

©2003  Unisys  Corporation.  Unisys  ts  .  registered  trademark  of  Unisys  Corporation. 


SEPTEMBER  IS,  2003 

Motomorph 


A  few  weeks  after  we  wrote  that  Motorola's  cellular  phone 
business  was  poised  for  a  big  rebound,  chief  executive 
Christopher  Galvin  resigned  and  the  company  confirmed  it 
was  behind  schedule  shipping  some  of  its  new  camera  phones. 
Galvin  cited  a  disagreement  with  his  board  over  the  direction  and 
speed  of  changes  at  the  company  his  grandfather  founded  in  1928. 
No  matter.  Wall  Street  was  giddy  enough  over  Galvin's 
departure  that  it  largely  dismissed  the  fourth-quarter  phone 
delivery  delay.  Why?  With  Galvin  gone,  Motorola  might  finally 
dump  underperforming  businesses  that  have  been  dragging 
down  earnings.  Among  the  options:  unloading  semiconductors 
(which  could  fetch  an  estimated  $9  billion),  wireless  infrastruc- 
ture ($6  billion),  and  Motorola's  cable  TV  set  top  box  unit  ($5 
billion).  The  toughest  task  will  be  finding  buyers.  — Mark  Tatge 

SEPTEMBER  IS, 2003 


A  Giant  Step 


The  New  York  Giants  just  scored  big — off  the  field,  that  is.  Their 
old  and  outdated  stadium  in  New  Jersey,  which  has  long  been  an 
obstacle  to  the  team's  fiscal  success,  is  getting  a  face-lift.  After  a  pro- 
tracted dispute,  stadium  owner  New  Jersey  Sports  &  Exposition 
Authority  agreed  to  modernize  the  27-year-old  structure.  Despite 
playing  in  the  nation's  number  one  media  market,  the  Giants 
ranked  22  out  of  32  National  Football  League  teams  in  FORBES' 
team  value  rankings.  The  Giants,  with  help  from  an  NFL  loan,  will 
foot  the  entire  estimated  $300  million  tab.  NFL  team  owners  will 
decide  at  the  en  <  .if  the  month  if  Giants  Stadium  will  get  the  2008 
Super  Bowl,  a  lik    hoo<       en  the  renovations.      — Monte  Burke 

OCTOBER  14.  201 

Ironclad  Returns 

Reader-  who  lueded  the  adv        >f  stock  picker  Christopher 

Faber,  he  i  based  Ii   i      idge  (  apital  Management, 

niling.  Faber's  analytical  met        tor  Ending  undervalued 


El 


85  YEARS  AGO  IN  FOR 

rilgflT  i  31m  Multi-miinonaires  usea  to  engage  spec 
trains  and  make  spectacular  record-breaking  journeys  acra 
the  continent  every  now  and  again.  That  is  now  passe.  Emi 
gency  trips  hereafter  will  be  done  by  such  celebrities  in  fly; 
machines.  Several  wealthy  men,  particularly  of  the  yi 
generation,  already  own  aeroplanes,  and  the  prospects  are  tl 
before  long  every  dashing,  up-to-date  Croesus  will  own  an  a, 
ial  fleet.  Some  of  our  financial  and  business  magnates  reck 
the  value  of  their  time  at  many  dollars  per  minute.  If,  therefc 
they  can  save  half  a  day  by  using  an  airship  instead  of  a  tr 
in  going,  say,  to  Chicago,  they  will  not  hesitate  to  do  so. 
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20  YEARS  AGO  IN  FOR 

Smoking  Profit  w,,„  ao ,  - ,,,  WTy  sm 

vestors  see  in  R.J.  Reynolds  Industries,  which,  on  the  surfd 
at  least,  is  about  as  unexciting  as  a  stock  can  be?  RJR  goes : 
8  times  estimated  1983  earnings  in  a  market  that  is  pricec 
around  14  times  earnings;  its  close  rival  Philip  Morris  is 
times  estimated  earnings.  Nevertheless,  Berkshire  Hathav* 
Warren  Buffett's  company,  has  acquired  5.5%  of  RJR's  II 
million  shares.  New  York's  Sequoia  Fund  and  clients  of  its  cc 
panion  management  firm  own  another  2  million  or  so.  Rich 
Cunniff  of  Sequoia  explains  the  stock's  appeal.  "Between  PN 
Morris  and  Reynolds  they  have  two-thirds  of  the  [cig; 
market— an  oligopoly.  One  guy  raises  his  price  and  tr 
follow.  No  wonder  the  business  is  a  bloody  money  mac 

In  September  R.J.  Reynolds  said  it  would  cut  its  wort 
40%  and  drastically  slash  marketing  on  two  brands,  Doi 
Winston. 

15  YEARS  AGO  IN  FORBES 

John  Reed:  The  Forbes  Interview 

Reed,  49,  has  been  the  chairma 
ief  executive  officer  of  $204  billion  ( 
sets)  Citicorp  since  Sept.  I.  1984.  Rd 
doesn't  disagree  that  a  chief  execuu 
must  listen  and  consult  as  well  as  eg 
mand.  But,  unlike  many  of  his  peers, 
doesn't  play  down  the  authoritarian 
ture  of  the  job. 

i       FORBES:   How  much   "power"— defii 
however  you  want— does  a  chief  executive  really  have? 
Reed:  With  regard  to  direction  and  style,  a  tremendous  amo 
FORBES:  Is  it  lonely  at  the  top? 

Reed:  It  is  a  singular  responsibility.  And  it  can't  be  shared, 
can't  weight  the  votes  of  your  five  colleagues.  You  listei 
them,  but  then  you  basically  have  to  do  what  you  thin 
proper.  There  are  times  when  you  sort  of  say,  "Goddamn  it, 
stuck  and  I've  got  to  make  this  decision."  There's  no  plac 
run.  You  can't  call  someone  and  say,  "What  do  you  want  to  c 
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Innovative  banking  creates  value. 
Profit  from  it. 
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:ustomers  new  solutions,  the  Societe  Generate  Group  consistently  innovates  in  its  three  businesses 
Banking  and  Financial  Services:  France's  leading  non-mutual  banking  group,  serving  15  million 
rs  in  30  countries  ■  Asset  Management:  the  No.  3  bank  in  the  euro  zone,  with  €273  billion*  under 
ment;  among  the  world  leaders  in  alternative  investment  management,  multi-management 
Is  of  funds  ■  Corporate  and  Investment  Banking:  the  3'd  largest  bank  in  the  euro  zone  based 
ues  and  a  global  leader  in  derivatives  and  structured  finance.  www.socgen.com 
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The  new  organizer 

NOKIA 


cap  companies  relies  on  an  exhaus- 
spection  of  returns  on  invested 
I  The  ten  stocks  he  picked  last  year 
returned  an  average  107%,  veisus 
or  the  Russell  2000  Index.  No  won- 
len,  that  the  money  keeps  flowing 
per  now  manages  S350  million,  up 
S55  million  a  year  ago. 
hat  does  he  like  now?  Intuitive  Sur- 
maker  of  robots  that  perform  min- 
■  invasive  surgery,  cutting  down  re- 
y  time  and  blood  loss.  Long-term 
:  Off-site-controlled  operations  (as- 
g  that  broadband  connections  hold 
hough  patients  may  be  leery  of  ro- 
utting  them  open,  Faber  thinks  In- 
will  prevail.  — Brett  Nelson 


vertical: 
d  Wagner  and 
Mark  Cuban. 


i  chain  of  art-house  movie  theaters 
'  e  growing  Hollywood  portfolio  of 
|  let  billionaire  and  Dallas  Mavericks 

Ir  Mark  Cuban.  In  September  Cuban 
longtime  partner  Todd  Wagner 
ht  Los  Angeles-based  Landmark 
tres.  According  to  Wagner,  who  will 
run  the  54-theater  operation,  the 
s  another  step  toward  vertically  in- 
ing  the  pair's  production,  television 
istribution  assets.  Last  year  Cuban 


FOLLOW-THROUGH 

and  Wagner  bought  a  film  library  that  in- 
cluded the  rights  to  Star  Search,  which 
they  used  to  cut  a  nine-episode  remake 
deal  with  CBS.  Cuban  and  Wagner  won't 
reveal  how  much  they  paid  for  Landmark 
Theatres.  — Dorothy  Potnerantz 

DECEMBER  23.  2002 
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A  year  ago  Daryl  Katz,  the  42-year-old 
Canadian  pharmacy  billionaire,  was  mak- 
ing headway  in  the  U.S.  Katz's  strategy:  Buy 
troubled  drugstore  chains  and  turn  them 
around.  In  September  Katz  suffered  his 
first  major  setback.  His  U.S.  arm,  Snyder's 
Drug  Stores,  filed  for  bankruptcy  in  an 
Ohio  court.  The  77  Drug  Emporium  stores 
Katz  had  bought  out  of  bankruptcy  in 
2001  for  $21  million  and  assumption  of 
trade  debt  were  too  small  to  compete  with 
Wal-Mart  and  too  big  to  offer  the  conve- 
nience of  corner  drugstores.  San  Francisco 
drug  wholesaler  McKesson,  which  had 
backed  Katz  with  $40  million  in  credit  sup- 
port in  the  Drug  Emporium  deal,  expects 
to  record  a  $30  million  charge  to  write  off 
the  loan.  The  rest  of  Katz's  U.S.  drugstore 
holdings  should  emerge  from  bankruptcy 
intact.  — Nathan  Vardi 

OCTOBER  I.  2001 

Bond  and  Gagged? 

Interest  rates  up,  home  refinancings 
down:  bad  news  for  so-called  mortgage 
REITs.  These  public  companies  usually 
buy  mortgage  bonds  on  heavy  margin, 
hoping  bond  prices  will  rise  and  gener- 
ate windfalls  for  shareholders.  We  said 
steer  clear  of  them  two  years  ago,  and 
two  mortgage  REITs 
on  our  list  often  have 
since  cratered,  erasing 
50%  to  60%  of  share- 
holder value.  Most  of 
the  rest  have  kept  ris- 
ing, but  with  the 
bond  market  stalling, 
industry  bellwether 
Annaly  Mortgage 
Management  said  last 
month  its  earnings 
were  weakening. 

— Stephane  Fitch 
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After  Dick 

So  what  if  investors  are  getting  a  bargain 
in  an  unpaid  chairman  at  the  Big  Board? 
The  real  scandal  is  the  money  being 
made  on  the  floor  I  by  neil  Weinberg 


"""ii 


IT  WASN'T  LONG  AFTER  RICHARD  GRASSO  WAS  CANNED  I 
the  New  York  Stock  Exchange  for  having  a  $140  millio 
tirement  package,  and  John  Reed  came  in  as  chairman 
chief  executive  for  $1,  that  brokers  started  joking  about  F 
employment  contract.  Reed,  they  said,  was  disappointed 
the  salary  but  decided  to  take  the  job  for  the  benefits. 
The  Grasso  pay  escapade  is  just  a  sideshow.  The  real  d' 
has  to  do  with  the  very  mechanism  of  the  exchange,  whic 
floor  specialists  acting  as  middlemen  to  facilitate  trades  bet 
willing  buyers  and  willing  sellers.  The  specialists  put  up 
own  capital  to  take  positions  when  there  is  an  imba. 
between  buy  and  sell  orders.  If  the  timing  works  in  their 
they  can  buy  stock  at  $50  and  sell  it  a  few  moments  lav' 
$50. 10.  Would  investors  be  better  served  by  an  automated  c 
matching  system  in  which  there  is  no  go-between  trying  tc 
up  a  dime? 

The  reigning  powers  display  appropriate  outrage  ; 
breakdown  of  the  "governance"  of  the  exchange.  S< 
ties  &  Exchange  Commission  Chairman  Wi 
Donaldson  calls  for  reform.  But  even  he  isn't  pr 
fe     ing  to  end  the  specialist  system,  or  replace  the 
people  on  the  floor  of  the  exchange  with  a  nic 
&     Unix  server. 

Donaldson,  a  Wall  Street  lifer  and  former 

chief,  recendy  described  scandals  that  wrack  tl 

curities  industry  as  no  more 

"hiccups."  This  despii 

fact  that  the  NYSE  is  ir 
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nerged  at  the  Chicago  Stock  Exchange  and  the  American 
Exchange. 

le  NYSE  lists  shares  of  2,275  domestic  companies.  Those 
ade  anvwhere,  but  the  Big  Board  manages  to  hold  on  to 
jf  the  volume  in  shares  it  lists.  Therein  hes  what  a  business 
would  call  a  "franchise"  value,  or  an  academic  'economic 
It's  the  ability  to  extract  a  dime  from  a  transaction  with- 
ar  that  a  competitor  could  easily  step  in  with  an  offer  to  do 
me  work  for  a  nickel. 

hn  Wheeler,  senior  manager  of  equity  trading  at  American 
lry  mutual  funds,  figures  the  current  system  imposes  a 
trading  cost  (one-way)  on  big  orders,  between  commis- 
spreads  and  the  impact  such  orders  themselves  have  on 
.  Nasdaq,  he  says,  costs  only  0.2%,  because  there  is  plenty 
npetition — 323  marketmakers  handling  Microsoft  trades, 
ample.  Were  he  to  send  in  an  order  to  the  NYSE  to  buy  1 
n  shares  of  IBM  at  S90  each,  floor  traders  would  jump  in 
of  him  by  offering  to  buy  at  $90.05,  knowing  full  well  his 
would  push  up  the  price.  The  best  he  can  do  is  to  parcel 
g  trades  in  small  pieces.  "It's  a  lot  of  intermediaries  mak- 
lot  of  money,"  he  complains. 

)  get  a  sense  of  what  the  listing  franchise  is  worth,  note  that 
366  scats  at  the  exchange  are  worth  $2  million  each,  or  a 
ined  S2.7  billion.  These  seats  entitle  owners  to  trade  either 
kers  representing  clients  or  as  specialists  with  an  exclusive 
lduct  the  floor  auction  in  an  assigned  stock.  The  spe- 
franchiscs,  with  their  highly  profitable  rights  to  a  market- 
lg  monopoly,  are  probably  worth  billions  more.  The  pub- 
isted  specialist  firm  LaBranche  &  Co.  is  valued  at  $800 
>n,  even  amid  an  NYSE  investigation  into  its  trading  prac- 
Goldman  Sachs  paid  $6.3  billion  in  2000  for  Spear,  Leeds  & 
5g,  another  big  specialist  that  also  makes  markets  in  Nas- 
tocks  and  holds  other  valuable  assets, 
ere  are  some  big  reforms  that  are  probably  not  in  Chair- 
John  Reed's  order  book  just  yet. 

Make  the  NYSE  go  capitalist  Sell  the  NYSE  to 
the  public  it's  supposed  to  serve.  Presum- 
ably the  members  would  own  the  shares  to 
start  and  thereby  recover  their  investment 
in  seats.  But  thereafter  the  exchange's 
interest  would  be  in  making  money  by 
lg  as  efficiently  as  possible — not  by  protecting  floor  jobs. 

iwn  the  walls  The  NYSE's  rivals  would  like  to  do  away 
the  "trade-through"  rule.  Nice  in  theory,  this  rule  forbids 
inges  to  execute  a  customer  order  if  a  better  price  is  avail- 
elsewhere.  The  problem  is  that  customers  on  electronic 
inges  often  spot  chances  to  profit  by  buying  right  away, 
if  the  price  isn't  the  best  going.  Say  a  fund  is  willing  to 
>t  an  offer  of  IBM  at  $90.01  but  the  Big  Board  offer  is  $90. 
trade-through  rule  requires  the  electronics  to  give  New 
a  pass  at  the  order.  Archi-  ■ 

10,  an  all-electronic  stock 
inge,  says  the  NYSE  typically 
20  seconds  to  respond,  by 
h  time  the  price  has  often 


moved  and  Archipelago's  potential  customer  is  long  gone. 

With  the  American  Stock  Exchange's  exchange-traded 
funds,  traders  on  other  venues  can  buy  and  sell  at  prices  up  to  3 
cents  outside  the  best  ones  posted.  What  about  the  NYSE?  It 
recendy  rejected  a  similar  proposal. 

Don't  let  the  exchange  regulate  itself  Banks 
aren't  allowed  to  self-regulate.  Insurers 
aren't,  either.  So  why  are  securities 
exchanges  overseen  by  self-regulatory 
organizations?  "I  ask  audiences  if  it's 
because  we  as  a  nation  think  brokers  are 
inherently  more  honest,  and  I  always  get 
a  laugh,"  says  Edward  Siedle,  a  former 
SEC  attorney  who  investigates  money 
managers  for  institutional  investors. 
One  possibility  is  a  single  independent  overseer  for  all  stock 
exchanges,  affiliated  with  the  SEC  and  set  up  along  the  lines  of  the 
recently  established  Public  Company  Accounting  Oversight 
Board.  "We're  down  on  self-regulatory  organizations,"  says  Sarah 
Teslik,  executive  director  of  the  Council  of  Institutional  Investors 
and  a  backer  of  the  idea.  "We'd  like  a  broker-dealer  body,  a  regu- 
latory body  and  a  for-profit  exchange  not  run  by  people  whose 
interest  is  in  standing  between  trades." 

Outlaw  kickbacks  A  common  practice  among  money  managers  is 
to  overpay  for  brokerage  commissions 
and  then  get  under-the-table  rebates 
known  as  "soft  dollars."  Soft  dollars 
would  be  bad  enough  if  they  were  lim- 
ited to  their  intended  purpose  of  pay- 
ing for  analyst  research  and  merely  hid 
costs  that  should  be  reported  to  in- 
vestors as  expenses.  The  SEC  found  in  1998  that  28%  of  the  fund 
advisers  it  studied  had  received  nonresearch  products,  some  ille- 
gally, such  as  hotel  rooms,  limousines  and  entertainment.  The  vast 
majority  failed  to  provide  legally  required  disclosure  to  clients. 
This  year  institutions  will  spend  more  than  $1  billion  on  soft  dol- 
lars, equal  to  12%  of  their  total  commission 
payments,  Greenwich  Associates  says. 
Bring  miscreants  to  justice  For  a  business  that 
must  keep  precise  track  of  billions  of  trades 
a  day,  the  securities  industry  sure  has  a  hard 
time  staying  current  on  its  own  employees' 
misdeeds.  The  publicly  available  Central 
Registration  Depository  (www.nasdr.com) 
is  supposed  to  display  criminal  and  disciplinary  histories  of  bro- 
kers. But  these  records  fail  to  list  85%  of  reportable  incidents, 
says  sleuth  Siedle.  Any  investor-broker  dispute  is  almost  certain  to 
end  up  in  arbitration.  One-third  of  the  judges  will  be  drawn  from 
the  industry  and  often  include  industry  lawyers.  The  rest  are  drawn 
from  the  public.  Plaintiff  attorneys  say  the  NASD  refuses  to  give  any 
further  description  of  its  arbitrator  pool,  even  with  names  redacted. 
That's  particularly  frustrating,  given  that  the  arbitrators  have 
become  so  sympathetic  to  brokerages  lately  that  two  panels  re- 
cently slapped  gag  orders  even  on  the  testimony  of  his  clients,  says 
plaintiff  attorney  Seth  Lipner.  F 
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Stock  Now,  Pay  Later 

AutoZone  is  roiling  the  spare  parts  industry  with  a  plan  to 
make  suppliers  carry  its  inventory  |  by  Jonathan  fahey 


NO  SMART  RETAILER  WANTS  ITS  CAPITAL  TIED  UP  IN 
inventory,  so  grocers  and  companies  like  Wal-Mart 
have  come  up  with  all  sorts  of  just-in -time  schemes  to 
keep  products  moving.  Now  AutoZone,  the  country's 
biggest  auto  parts  seller,  with  3,200  stores,  wants  to 
take  it  a  step  further.  It  is  trying  to  arm-twist  its  suppliers  into  a 
new  payment  plan  in  which  AutoZone  doesn't  pay  until  after  an 
item  is  sold  to  a  customer — perhaps  as  long  as  90  days  after. 

If  Memphis-based  AutoZone  can  pull  this  off,  it  will  get  some 
cheap  capital;  at  last  count  it  had  $1.5  billion  of  inventory  sitting 
on  its  shelves.  Litde  wonder  then  that  already-weak  partsmakers 
and  retail  competitors  are  screaming  that  AutoZone  is — gasp! — 
playing  unfair. 

Last  month  a  group  of  240  stores  (many  already  out  of  business) 
asked  a  New  Yorl'  State  judge  for  an  injunction  against  AutoZone's 
so-called  pay-on-scan  system.  The  retailers  charged  that  the  system 
effectively  lowers  the  prices  the  suppliers  charge  AutoZone,  in  vio- 
lation of  the  Depression-era  Robinson-Patman  Act  forbidding  price 
discrimination.  "It's  going  to  decimate  the  ranks  of  retailers  and 


THE  EASTERN  FRONT 

The  battle  of  the  doorbells  is  escalating  in  eastern  Europe. 

Last  month  <  .  laker  Mary  Kay,  continuing  its 

global  chase  ipened  an  assault  in  Poland. 

Avon  hasbeei. 

$150  million  la: 

$1.4  billion  in  sa  i  >f  Avon's. 

id  depends,  as  always,  on 
"  to  local  needs.  The 
'  -k  Cadillac — 
-Hc'uii  Brown 


manufacturers,"  claims  Carl  Person,  lawyer  fo 
plaintiffs. 

The  manufacturers  are  restrained  in  their 
demnation  of  the  scheme — why  offend  a  cusfe 
that  is  going  to  spend  $2.8  billion  this  yeaj 
goods  for  sale?  "It's  difficult  to  understand  fn 
supplier  perspective  how  they  are  going  to  i 
this  work  in  a  way  that  isn't  very  financially 
lenging,"  says  Christopher  Bates,  president  o 
Motor  &  Equipment  Manufacturers  Associati 
AutoZone  says  that  it  should  get  better ; 
ing,  because  it  offers  partsmakers  more  sales, 
ter  purchasing  data  and  financing  help  fo. 
partsmakers'  receivables,  which  are  essent 
IOUs  partsmakers  haven't  collected  from  A 
Zone.  "Anyone  who  can  do  the  same  things 
is  entided  to  the  same  kinds  of  terms,"  chalk 
Chief  Financial  Officer  Michael  Archbold. 

Pay-on-scan  means  a  manufacturer  senc 
filters,  say,  to  an  AutoZone  warehouse  withoui 
lecting  payment.  The  filters  remain  on  the 
facturer's  books  even  as  they  are  moved  onto 
shelves.  When  a  customer  buys  a  filter  at  the  checkout  coun 
becomes  AutoZone's  for  a  few  nanoseconds  as  it  is  being  sea 
and  sold.  Soon  after  that,  the  manufacturer  is  paid. 

This  almost  seems  like  a  consignment  deal.  But  Auto! 
claims  it  is  able  to  book  the  whole  $12  retail  price  of  the  fib 
revenue  because  the  company  is  what  is  known  as  the  "prii 
obligor"  to  the  customer — it  selects  suppliers,  sets  the  price 
is  responsible  for  getting  the  product  to  the  customer. 

The  pay-on-scan  system  was  dreamt  up  in  the  grocery 
ness  so  suppliers  could  stock  fast-moving  items  without  wa 
time  checking  in  with  the  store  manager.  It  is  used  sparing! 
things  like  bread,  milk  and  magazines.  But  lots  of  auto  part; 
master  cylinders  for  brakes,  don't  sell  frequently,  meanin 
ventory  costs  are  significandy  higher  per  dollar  of  sales  than 
are  for  a  loaf  of  bread. 

So  far  AutoZone  has  only  a  handful  of  suppliers  and  i 
amount  of  inventory  in  the  pay-on-scan  system.  But  it  has 
so  bold  as  to  ask  suppliers  to  buy  back  inventory  previoush 
to  AutoZone — and  leave  the  inventory  in  the  warehouse. 
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Song  of  Myself 


No  label?  No  problem  |  by  peter  kafka 


WAY,  WAY  BACK  IN  1997  INTERNET  STOCKS  WERE 
can't-miss,  Monica  Lewinsky  an  anonymous 
intern  and  Hanson  a  huge  pop  act.  Composed 
of  brothers  Isaac,  Taylor  and  Zac  Hanson,  the 
group  had  a  single  ("MMMbop")  that  played  over  and  over, 
concerts  full  of  shrieking  girls,  and  a  debut  album  that  sold  8 
million  copies. 

Six  years  and  one  commercially  disappointing  follow-up 
album  later,  the  band  no  longer  has  a  record  label  deal.  No  prob- 
lem, the  brothers  announced  this  month.  Next  February  they'll 
release  an  album  on  their  own. 

Putting  out  your  own  record  used  to  be  a  move  of  last  resort, 
either  for  unknown  acts  (see  story,  p.  256)  or  those  too,  um, 
quirky  to  work  with  labels  (see  Prince).  But  Hanson's  move  is 
becoming  more  common.  The  Eagles  put  out  their  own  single 
this  summer  and  plan  to  release  an  album  next  year.  Singer- 
songwriter  Natalie  Merchant  started  selling  her  own 
album  two  months  ago.  Both  Pearl  Jam,  formerly  a  big 
grunge-era  rock  group,  and  Ozzy  Osbourne,  the  bat- 
biting  rocker,  have  talked  about  doing  the  same  thing. 

Pundits  have  long  predicted  that  the  Internet 
would  let  artists  sell  their  music  directly  to  fans,  but  the 
do-it-yourself  boomlet  has  little  do  with  technology. 
Few  artists  are  selling  their  own  digital  downloads;  most 
rely  on  old-fashioned  retail  outlets.  Instead  it's  about 
economics.  Big  labels  now  pour  so  much  money 
into  their  acts  that  they  can  only  recoup 
their  investments  by  selling  millions 
of  copies.  But  a  thrifty  band  can  get 
by  on  much  less.  Says  22-year-old 
Hanson  brother  Isaac:  "You  can 
sell  a  lot  fewer  records,  and  make  a 
lot  more  money." 

Hanson  manager  Allen  Kovac 
thinks  the  group  can  sell  400,000 


copies  of  its  new  disk, ', 
than  half  of  what  the  last 
sold.  But  that's  enough 
make  a  nice  profit  for  Hanson,  which  has  assigned  product 
and  distribution  duties  to  a  contract  outfit  but  will  handle  n 
keting  itself.  Instead  of  getting  an  advance  from  a  label, 
brothers  will  spend  $  1 .2  million  up  front,  drawing  on  their  c 
savings  and  a  credit  line.  The  tradeoff  is  that  they'll  keep  ah 
$6  for  each  disk  sold,  rather  than  the  $1.40  to  $2  they'd  get 
conventional  deal.  Kovac  says  the  band  will  break  even  if  t 
move  more  than  200,000  records. 

But  don't  expect  the  big  music  labels  to  fade  away.  New 
still  need  the  push  of  a  major  label  to  break  through  the  clui 
And  even  established  groups  like  the  security  that  comes  fi 
working  with  the  system.  Velvet  Revolver,  a  supergroup  of  s 
composed  of  members  of  Guns  N'  Roses  and  Stone  Terr 
Pilots,  released  two  singles  on  its  own  last  year,  and  mui 
releasing  an  album.  But  in  August  the  performers  sig 
with  Bertelsmann's  RCA  records. 


There  is  some  good  news  for  the  beaten-up  music  industry.  While  recorded  music  sales  continue  to  drop, 
print  music  b  jsiness— that  is,  sheet  music  for  piano  lessons,  church  choirs,  high  school  bands  and  the  lik 
been  ste,v  leasing.  According  to  industry  newsletter  Music  Trades,  sheet  music  sales  climbed  4.6% 

$497  mi  t  year.  Throw  in  another  $250  million  in  sales  of  music  textbooks  to  school  districts,  and 

at  leas  hat  not  every  note  is  destined  to  be  pirated.  This,  despite  the  fact  that  pilfering  th 

score  of  1  o  song  requires  only  1960s  copier  technology— no  CD  burner  needed. 
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I  Want  My 
Oilfield 


produce  oil  in  Iraq.  But  politics  matters  more 
than  law  |  by  paul  klebnikov 

In  the  desert  wastes  of  southern  Iraq  the  giant  West  Qurna 
oilfield  looks  like  a  gusher  waiting  to  happen.  It  has  recover- 
able reserves  of  at  least  7  billion  barrels,  lifting  costs  that 
are  as  low  as  $1  a  barrel  and  proximity  to  the  Persian  Gulf  oil 
terminals.  Problem  is,  there  is  some  debate  about  who  has  the 
right  to  tap  the  field. 

Russian  oil  giant  Lukoil  thinks  it's  in  the  driver's  seat  with  a 
40-year  production-sharing  contract  it  signed  in  1997  with 
Saddam  Hussein.  Except  that  after  years  of  goading  the  Rus- 
sians to  pump  the  oil— which  would  have  violated  United  Na- 
tions sanctions  against  Iraq— Saddam  last  winter  declared 
Lukoil's  West  Qurna  contract  void. 

"They  had  no  right  to  do  this,"  says  Lukoil  President  Vagit 
Alekperov.  "Our  contract  clearly  stated  that  we  would  begin 
work  once  international  sanctions  had  been  lifted."  The  con- 
tract, he  insists,  remains  in  force. 

But  does  it?  The  U.S.  government  says  that  the  future  of 
Iraq's  industry  is  for  the  Iraqis  to  decide.  For  its  part,  Iraq's  in- 
terim Governing  Council  has  said  only  that  it  will  respect  the 
short-term  sales  contracts  concluded  under  Saddam;  it  has 
said  nothing  yet  about  the  Saddam-era  production-sharing 
contracts. 

Lukoil  would  seem  to  have  the  law  on  its  side.  Experts  say 
Saddam  had  no  right  to  cancel  the  contract  without  interna- 
tional arbitration  proceedings.  But  Fadhil  Chalabi,  a  former  top 
Iraqi  oil  official  and  now  executive  director  of  the  London- 
based  Centre  for  Global  Energy  Studies,  warns  that  other  fac- 
tors are  at  play.  "The  Governing  Council  may  argue  that  the 
deal  with  Lukoil  was  not  a  business  deal  at  all,  but  a  political 
deal  to  get  Russia's  support  in  the  United  Nations,"  says  Chal- 


abi, who  is  a  distant  cousin  of  Ahmac 
the  Governing  Council. 

As  he  waits  for  the  Iraqis  tc 
is  doing  what  he  can  to  garner 
last  month,  as  he  presided  over  t.. 
Getty  gas  station  chain,  Alekperov 
ments  of  Russian  oil  to  the  U.S.  Any 


Dhalabi,  the  president  of 

ir  minds,  Alekperov 
nere.  In  New  York 
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A  New  Low 


ica's  dependence  on  Persian  Gulf  impowr  \o  warm 

hearts  in  Washington.  But  to  get  back  tri|WiBst  Qurna  field. 
Alekperov  also  needs  some  good  Iraqi  lobby 


Just  when  you  thought  spammers  couldn't  \ 
any  more  despicable  ...  |  by  scott  woolley 

RONALD' GUILMETTE,  A  FREELANCE  SOFTWARE  DESK 
and  antispam  crusader,  was  working  at  home  the  nig 
Aug.  19  when  alarms  started  sounding  from  his  comr 
firewall.  Spammers  had  launched  an  attack  to  jam  his  netv 
Guilmette's  Internet  service  provider  stepped  in  to  1 
most  of  the  deluge.  But  two  weeks  later  a  second  onsla 
began  when  an  anonymous  spammer  unleashed  a  millk 
so  e-mails  to  random  people  using  Guilmette's  e-mail  ad 
as  the  sender.  Known  in  hacker  parlance  as  a  "Joe.job"  (th< 
such  victim  was  apparently  named  Joe)  the  e-mail: 
designed  to  provoke  responses  by  offending  their  recipi 
Guilmette  soon  began  fielding  calls  from  irate  houses, 
turns  out  the  spam  contained  graphic  pictures  of  bestialit 

Spammers 
escalated  theii 
against  online 
lantes  like  Guih 
who  combat  s 
On  Sept.  17,  s] 
mers  began  flo< 
Guilmette's  ma 
with  a  third  a 
that  he  couldn't 
off.  A  few  days 
Guilmette  post 
"unconditiona 
render"  notic 
several  po] 
spam-related 

discussion  groups.  The  attacks  ceased  almost  immediately. 
That  same  message  was  sent  to  other  antispammers.  C 
soft  pulled  its  list  of  spammers  after  a  similar  "distrit 
denial-of-service  attack."  Last  month  William  Larson  sto 
publishing  his  list  after  being  subjected  to  a  Joe  job  and  fe 
a  denial-of-service  attack,  which  could  bankrupt  rrte  comp 
All  the  antispammers  under  attack  run  listjfttiat  idt 
Internet  addresses  and  service  providers  that  are  Known  so 
of  spam.  In  Guilmette's  case,  however,  what  raised  the  s 
mers'  dander  was  not  the  standard  "block  list,"  but  a 
weapon  he  deployed.  Guilmette  created  fake  "open  p 
servers,"  the  computers  that  spammers  use  to  disguise 
tracks,  and  planted  them  around  the  Internet.  Once  he  tra 
spammer  Guilmette  would  alert  the  culprit's  service  prov 
many  of  which  investigated  and  summarily  cut  the  spam 
off.  "One  by  one  I  was  ratting  them  out,"  says  Guilmette. 
Antispammers  aren't  finished  yet.  Many  are  helping  fe 
authorities  probe  the  recent  attacks,  which  involve  brei 
many  more  laws  than  simple  spamming.  It's  just  possibl 
spammers'  deviousness  could  prove  their  undoing. 
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They  both  work  at  the 

same  company. 

Have  the 

same  six-figure  salaries. 


So  why  is  one  looking  forward  to 


^e  looKing  Torwara  to 

.  early 

etirement, 

while  the  other  looks  forward  to 

the  15th  and  the  31st? 


The  difference  is  a  Northwestern  Mutual  Financial 
Network  Representative,  offering  expert  guidance 
in  retirement  planning,  financial  services,  and  a 
network  of  specialists  to  help  get  you  closer  to  all 
your  financial  goals. 


W  Northwestern  Mutual 

FINANCIAL  NETWORK® 


•vative  solutions  for  retirement,  estate,  insurance,  and  personal  finance.    Afe  yOU  there  yet?° 
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Figures  areirinoa!  averages,  except  those  for  2003.  which  are  through  July.  '1978  =  100. 

So  if  you  want  to  boost  exports  and  create  more  jobs  you  need 
to  talk  down  the  dollar,  right?  That's  what  Treasury  Secretary 
John  Snow  and  the  National  Association  of  Manufacturers  have 
been  saying.  But  the  connection  isn't  so  clean.  As  the  chart 
shows,  the  unemployment  rate  is  as  likely  to  drop  as  go  up  when 
the  dollar  goes  up  in  value.  Conversely,  a  falling  dollar  may  be  bad 
for  employment.  That's  because  foreigners'  appetite  to  make 


94  96 

Source:  Federal  Reserve  System. 

job-creating  investments  in  the  U.S.  (for  which  they  n 
buy  dollars)  is  based  on  the  the  health  of  our  economy 
Donald  Straszheim,  president  of  Straszheim  Global  Ad 
"What  makes  a  strong  currency  is  a  strong  economy,  am 
makes  a  weak  currency  is  a  weak  economy."  Snow  may  i 
appointed  to  discover  that  wrecking  the  dollar  won't  makes 
icans  more  prosperous.  —Michael  0. 


Lather,  Rinse,  Repea 

PAUL  FINKELSTEIN  has  found  a  | 

profitable  formula  in  $15  hajrcuts 


PAUL      FINKELSTEIN      HATES      THE      SUMMERS 
Bentonville,  Ark.  "I  highly  recommend  you  nev 
there,"  says  the  chief  executive  of  hair-care  chain 
Corp.  He  recalls  not  too  fondly  one  sticky  night 
there  in  July  2001.  "It  was  104  degrees  at  night.  Tha' 
really  lovely." 

But  he  endures  it,  out  of  his  love  for  the  mass  market, 
executives  would  have  killed  to  be  in  his  sweaty  shoes:  Fi 
stein  was  spending  the  steamy  evening  at  the  ranch  ot  Th 
Coughlin,  Wal-Mart's  powerful  vice  chairman.  Finkelsteij 
there  with  other  board  members  of  Students  in  Free  Entei 
(a  not-for-profit  with  close  ties  to  Wal-Mart  and  chain 
Coughlin),  which  fuels  entrepreneurism  among  collegf 
dents.  Finkelstein  had  another  agenda:  With  1,200  of  I 
salons  located  inside  Wal-Mart  stores,  Finkelstein's  firm 
retailer's  largest  tenant. 

Regis,  the  largest  operator  of  hair  salons  in  the  world, 
ages  9,700  locations  under  some  30  brands  such  as  Supe 
and  Trade  Secret,  all  of  which  offer  variations  on  the 
theme:  cheap  haircuts  for  the  masses.  The  Minneapolis- 
company's  average  ticket  is  $15,  a  low  number,  but  multipl 
by  half  a  million  heads  a  day.  "It's  the  quintessential  repk 
ment  business,"  says  Finkelstein. 

It  is  also  a  defensive  stock.  Earnings  have  grown  18%  am 
since  1998.  And  Regis  has  a  mere  2%  share  of  the  $135  t 
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_urs  isn't  the  only  name  on  the  box. 

lelieves  that  a  man  is  only  as  good  asbis  word.  Each  week,  hundred 
ckages  leave  his  watchful  eye  and  head  onto  the  highways 
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..oney-back  guarantee. 
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global  salon  business.  With  $1.7  bil- 
lion in  revenue,  it's  eight  times  the  size 
of  its  nearest  competitor. 

Finkelstein  sees  plenty  of  growth 
ahead,  inside  and  outside  Wal-Mart. 
The  60-year-old  New  York  transplant 
joined  Regis  as  chief  operating  officer 
in  1987  and  got  the  top  job  in  1 996.  A 
born  gambler,  Finkelstein  ditched  his 
minimum-wage  job  in  high  school 
when  he  discovered  he  could  make 
more  beating  his  classmates  at  poker. 
He  played  every  day  and  pocketed 
$5,000  by  the  time  he  graduated.  "I 
made  sure  the  people  I  played  with 
were  rich  and  dumb,"  he  says. 

Raised  in  the  wealthy  Long 
Island  enclave  of  Great  Neck, 
Finkelstein   was   born   into   the 

beauty  business:  After  getting  his  M.B.A.  at  Harvard,  he  spent 
15  years  building  his  family's  chain  of  department  store  hair 
salons,  only  to  leave  for  the  family's  archrival — a  move  that  he 
says  "shortened  my  son's  bar  mitzvah  list  considerably."  He 
then  ran  beauty-industry  investments  for  a  Bass  family  firm 
until  Regis  founder  Myron  Kunin  lured  him  to  Minneapolis  in 
1987.  After  16  years  there  he  has  adjusted,  but  barely — he 
still  complains  about  the  icy  winters  and  the  "anti-Semitic 
mosquitos." 


►  By  the  Numbers 


9,700 

Regis  salons  worldwide. 

600,000 

Salons  worldwide. 


49,000 

Hairstylists  employed  by  Regis. 

45% 

Customers  who  are  men. 

15% 

Customers  who  get  highlights. 

30% 

Revenues  from  hair-care  products 


In  the  mid-1990s  Finke 
came  to  the  conclusion  that  d 
ment  stores  were  doomed  a 
needed  to  expand  beyond  ma 
made  an  offer  to  the  owner 
troubled  154-store  chain  that 
ated  primarily  in  Wal-Mart 
He  renamed  the  chain  Smar 
put  $60  million  into  the  bu 
and  began  opening  in  othe: 
Mart  locations. 

Revenue  from  its  Wal-Mai 
tions  was  $300  million  last  yea 
Mart  gets  a  minimum  guar, 
rent  or  a  percentage  of  a 
gross,  whichever  is  greate 
arrangement  isn't  exclusive- 
can  open  SmartStyle  stores  an; 
it  wants,  and  Wal-Mart  can 
hair  salons  other  than  Regis — but  the  two  are  happy  wi 
another.  Regis  will  add  210  Wal-Mart  locations  this  year. 
Regis  can  tack  on  a  few  more  points  of  profit  grow 
keeps  up  its  furious  acquisition  pace.  Finkelstein  has  do 
deals  since  1994,  adding  more  than  7,000  salons,  inc. 
1,100  in  the  French  Jean-Louis  David  chain  last  year.  I 
bought  Vidal  Sassoon  this  year,  planning  to  throw  at  let- 
location  into  a  Las  Vegas  casino.  "That  market  is  a  lie* 
steal,  really." 


YOU  SURE  I  AGREED  TO  THAT? 
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A  little  skin  off 

both  their  backs: 

;hi  Chief 

Battel  f  %(left) 

and  v  .teon's 

Peter  P  stillo. 


Here's  something  you  don't  see  every  day:  During  the  recent  contract  negotia 
with  the  United  Auto  Workers  union,  senior  management  at  partsmaker  Viste 
agreed  to  take  a  pay  cut.  A  really  big  one,  potentially. 

The  UAW  promised  in  the  new  labor  deal  to  try  to  work  out  a  two-tier  pay  sy: 
for  Visteon  in  the  next  few  months— new  hires  would  be  paid  less  than  existin 
ployees.  The  struggling  auto  parts  supplier,  which  was  spun  off  from  Ford  Ma 
2000,  desperately  needs  a  new  pay  scale  to  compete  with  rivals  like  Lear  and 
son  Controls.  Current  Visteon  workers  earn  $26  per  hour,  excluding  benefits, 
same  as  Ford's  hourly  employees.  At  Lear,  unionized  workers  earn  just  $17  an 

To  sell  the  two-tier  deal  to  the  union,  Visteon  agreed  to  something  called  "eq  n 
lence  of  sacrifice"  when  setting  management  compensation.  In  effect  the  unioi 
ing,  "If  you're  going  to  cut  our  throat,  we're  going  to  cut  yours."  Will  it  happen?  I 
toss-up,  says  Sean  McAlinden,  chief  economist  at  the  Center  for  Automotive  R , 
search  in  Ann  Arbor,  Mich.:  "Maybe  the  union  thinks  this  will  slow  down  the  wa  ii 

The  contract  clearly  states  that  top  management  should  accept  pay  and  b  ie 
reductions  "at  least  as  large  in  percentage  terms  as  those  sustained  by  new 
Delphi,  the  parts  supplier  spun  off  from  General  Motors,  has  agreed  to  the  s< « 
principle  in  its  contract. 

Visteon  Chief  Executive  Peter  J.  Pestillo  and  Delphi  Chief  Executive  J.T  Bi a 
berg  III  won't  have  to  moonlight  as  cabdrivers.  But  they  do  stand  to  lose  a  lot . 
change  if  they're  forced  to  swallow,  say,  a  30%  pay  cut.  In  2002  Pestillo  earn  I 
$4.1  million;  Battenberg  earned  $6.9  million.  -Joan  0 
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Gang  of  Foursome 

China  golf:  180  holes,  Mt.  Fuji  and  a 
private 


YOU'VE  BEEN  TRANSFERRED  TO  YOUR  COMPANY'S  OFFICES  IN  CHINA. 
What  do  you  miss  most?  Playing  golf,  of  course,  which  explains  the 
bubblelike  surge  in  golf  course  construction  taking  place  in  Mainland 
China.  The  nation  has  168  courses,  up  from  zero  two  decades  ago.  Over 
the  next  five  years  an  estimated  1 ,000  more  courses  and  ranges  will  be 
built,  most  of  them  funded  by  Hong  Kong,  Taiwanese  or  Japanese  capitalists. 

Near  China's  border  with  Hong  Kong,  work  is  finishing  on  the  Mission  Hills 
resort  with  ten  18-hole  courses,  each  designed  by  a  famous  golfer  like  Jack  Nick- 
laus,  Nick  Faldo  or  Vijay  Singh.  Membership  fee:  $150,000.  Even  Pinehurst  in 
North  Carolina  has  only  eight  courses  to  choose  from. 

There's  a  nouveau  riche,  over-the-top  coloration  to  China's  golf  scene,  and 
it  isn't  just  the  million-dollar  McMansions  that  inevitably  surround  each  club. 
In  Shanghai,  Tomson  Golf  Club  sports  a  small-scale  model  of  Mt.  Fuji  meant  to 
appeal  to  Japanese  expatriates  running  nearby  factories.  At  the  14th  hole  of  the 
Sand  River  Golf  Club  in  Shenzhen,  golfers  hit  toward  a  replica  of  the  Eiffel 
Tower. 

Most  of  the  golfers  at  Mainland  China's  elite  clubs  are  expat  managers  work- 
ing for  foreign  companies  or  Chinese  entrepreneurs.  Chinese  golf  club  member- 
ships start  at  around  $6,500  but  frequently  top  $100,000,  far  beyond  the  reach  of 
the  masses  and  thus  making  it  the  latest  salvo  in  the  country's  status  symbol  wars. 
In  some  cities,  government  officials  are  banned  from  playing  golf.  The  sport 
doesn't  fit  in  with  the  communist  creed. 

Upscale  courses  have  plenty  of  security  to  comfort  golfers  who  might  fret  about 
social  tensions  in  China.  Mission  1  Iills  hired  a  private  army  of  300  guards  who,  until 
recently,  worked  for  China's  military,  the  People's  Liberation  Army.  r 
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CHINA'S 
NEW  SUITS 

China  didn't  arrive  at  its  $103  billion  j 
trade  surplus  with  the  U.S.  just  by  sell 
cheap  plastic  toys.  For  evidence,  look) 
legal  indicator:  the  rise  in  patent  laws 
filed  against  Chinese  companies. 

At  the  I 
/  M        Internat 

Trade  Cc 
sion,  13: 


U.S.  Treasury  Secretary 
John  Snow  meets  Premier 
Wen  Jiabao  of  China. 


alleging 
nese  pai 
fringemei 
have  beeitf 
since  the  } 
beginning! 
last  year;  in  I 
years  past,  one  or  two  may  have  been  fl 
In  U.S.  District  Court  in  Texas,  Cisco  Syi 
terns  won  a  preliminary  injunction  to  koj 
certain  routers  made  by  China's  Huawei 
Technologies  out  of  the  U.S.  market. 
(Huawei  has  done  so,  and  on  Oct.  I  Cisc 
put  the  suit  on  hold.) 

'This  is  the  Chinese  economy  coming; 
age  and  muscling  its  way  into  the  big 
leagues,"  says  Lee  Bromberg,  a  Boston  il 
lawyer.  Steven  Hollman,  a  Washington  i 
lawyer  who  represents  nine  Chinese 
alkaline  battery  makers  sued  by  Energia 
Holdings,  gives  advice  that  might  apply! 
anyone:  "We  tell  our  clients  that  if  you  di 
business  in  the  U.S. ...  you're  very  likely 
going  to  get  sued  at  some  point."  Below, 
some  recent  suits:  —Kerry  A.  Dt 

Beyond  the  Rolex 


Case 


►  Alleged  patent  infringem 


Chamberlain  Group  v.  Capital  Prospect  Ltd.  (of  Chins 

►  Universal  transmitters  for  garage  door  openers 

Climax  Molybdenum  Co.  v.  Molychem  LLC 

►  Ammonium  octamolybdate  isomers 


Cisco  Systems  v.  Huawei  Technologies 
(*•  Software  code  used  in  routers 


Pfizer  v.  7  Chinese  drug  companies2 
Sildenafil  (Viagra) 


Leviton  Manufacturing  Co.  v.  6  Chinese  companies 
*-  Ground  fault  circuit  interrupters 


'A  Canadian  company  is  also  a  defendant.  2Plus  defendants  fron 
six  other  countries.  Sources:  Companies;  U.S.  International  Trade  0» 
mission;  Adduci.  Mastriant  &  Schaumberg,  LLP;  Hogan  &  Hanson.  LLP. 


That's 
their job. 


That's 
their job. 


AT&T  and  AT&T  Wireless: 

Two  companies  to  contend  with. 


Sprint: 

One  company 

to  count  on. 


Your  business  will  enjoy  integrated  wireline  and  wireless 
service  from  the  same  company  -  Sprint. 

By  dealing  with  one  company  when  doing  business 
with  Sprint,  you'll  benefit  from: 

•  End-to-end  accountability 

•  Wireless  and  wireline  integrated  and  managed  as  one  seamless  network 

•  Smoother  migration  and  fewer  headaches 

Follow  the  facts  at  sprintbiz.com/facts  or  call 
866-700-0029  for  a  business  representative. 


Sprint 


One  Sprint.  Many  Solutions 


Voice/Data 


PCS  Wireless  Internet  Services  E-8usiness  Solutions  Managed  Services 
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Flip  Cards,  Not  Burgers 

Planet  Hollywood's  founder,  desperate  to  find  a 
new  way  to  revive  a  restaurant  chain,  plans  a 
sequel— running  a  casino  |  by  melanie  wells 

IN  THIS  SEASON  OF  RETREADS— 
from  Arnold  Schwarzenegger  and 
Demi  Moore  to  Little  Shop  of 
Horrors — Robert  Earl  is  right  at 
home.  The  flamboyant  founder 
of  Planet  Hollywood  chatters  about 
celebrities,  money  and  Tinseltown 
tchotchkes  like  it's  1996  and  the  klieg 
lights  were  still  burning  at  star-stud- 
ded openings  of  his  restaurants.  Never 
mind  that  the  chain  has  since  filed 
twice  for  Chapter  1 1  or  that  there  are 
only  26  Planet  Hollywood  restaurants 
on  planet  Earth  today.  Earl,  52,  is  plotting  a  comeback — 
for  himself  and  for  the  troubled  brand.  "I  want  to  turn 
the  clock  back  to  our  previous  glory,"  he  says. 

Future  glory,  in  The  World  According  to  Earl,  will 
come  from  resorts  and  casinos  that  will  bear  Planet 
Hollywood's  name — assuming  investors  and  gamblers 
are  willing  to  forget  recent  history.  "There's  a  very  large  market  out 
there  that  doesn't  know  from  its  financial  past,"  says  Earl.  "This  is 
a  new  business.  It's  not  a  repeat." 

In  June  Earl  led  a  bunch  of  investors  who  made  the  win- 
ning $635  million  bid,  including  the  assumption  of  $5 10  million 
in  debt,  to  buy  the  bankrupt  Aladdin  Resort  in  Las  Vegas.  The 


group  includes  Earl;  Bay  Harbor  Management,  a  New  York  Cil 
based  investment  firm;  and  Starwood  Hotels  &  Resorts,,  whi 
owns  a  15%  stake  and  will  manage  the  Planet  Hollywood  ho 
as  a  Sheraton.  Earl  and  Bay  Harbor  are  looking  for  $50  milli 
of  additional  capital;  which  will  help  pay  for  a  $90  million  re 
ovation  of  the  2,567-room  property.  When  it  "rebrands" 
2005,  Earl  envisions  guest  rooms  tricked  out  with  beds  featur 

in  such  films  as  Basic  Instinct,  an 
7,000-seat  auditorium  for  moi 
premieres  attended  by  droves 
publicity-hungry  stars.  Talking 
up,  the  U.K.-born  Earl  has  red  c 
pets  and  air  kisses  dancing  in  1 
head.  "I  think  I'll  have  my  d 
again,"  he  rhapsodizes. 

But  what  about  profits?  Cv 
rently  the  Aladdin  enjoys  high  oa 
pancy  rates — 98%,  Earl  says — but 
casino  isn't  a  popular  spot.  "I 
casino's  gambling,  hotel  and  resfe 
rant  gross  is  30%  lower  than  that  of  its  competitors! 
the  Strip.  This  year  the  hotel  and  casino  are  on  track 
pull  in  operating  income  (earnings  before  interest,  t 
depreciation  and  amortization)  of  $60  million  on  n 
enue  of  $270  million,  says  Earl.  His  goal  is  to  pump 
those  results  by  50%  during  Planet  Hollywood's  fi 
full  year  of  operation  as  a  gaming  operator. 

That  assumes  he  can  survive  a  different  rerun:  the  return 
Vegas  veteran  Steve  Wynn,  who  plans  to  open  a  $2  billion  mega 
sort,  the  so-called  Wynn  Las  Vegas,  around  the  same  time  Plai 
Hollywood  opens.  At  that  point  Earl  may  have  more  use  i 
Sharon  Stone's  ice  pick  than  for  her  bed. 


Say  Hello  to  My  Little  Movie 

Last  month  Universal  rereleased  I983's  ScarfaceXo  13  theaters,  where  it  earned  a  healthy  per-theater  average  of  $18,679,  53% 
more  than  recently  released  Under  the  Tuscan  Sun.  This  month  Fox  trots  out  Alien,  originally  released  in  1979.  For  the  studios, 
bringing  back  old  films  to  theaters  for  a  handful  of  showings  gets  press  coverage  and,  it  is  hoped,  a  spike  in  home  video  sales. 
Occasionally  the  old  films  even  do  better  than  new  movies.  —Kiri  Blakele 


Star  Wars 

Original  release  date:  1977 
Domestic  gross:  $322,740,142 
Rerelease  date:  1997 
Rerelease  gross:  $138,257,865 
Why:  20th  anniversary.  Special 
Edition  contained  revamped 
special  effects. 


Grease 

Original  release  date:  1978 
Domestic  gross:  $159,978,870 
Rerelease:  1998 
Rerelease  gross:  $28,411,018 
Why:  20th  anniversary.  Tapping 
into  a  new  generation  of  kids. 
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The  Exorcist 

Original  release  date:  1973 
Domestic  gross:  $192,910,000 
Rerelease:  2000 
Rerelease  gross:  $39,761,011 
Why:  Restored  footage  cut  from  the 
•i-*:nal— including  the  infamous 


If 


ir  "spiderwalk"  scene. 


rrestrial 

Original  release  date:  1982 

Domestic  gross:  $399,804,539 

Rerelease:  2002 

Rerelease  gross:  $35,170,040 

Why:  20th  anniversary.  DVD  release.  The  rerele 

contained  de-Columbined  footage  of  governm 

baddies  carrying  walkie-talkies  instead  of  gui 

digitally  remastered  puppet. 
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AT&T  Wireless 


Send  and  receive  attachments. 


average 
20-40  Kbps 


Sprint 


Send  and  receive  attachments  nearly  twice  as  fast. 


average 
50-70  Kbps 


Your  business  can  get  more  done,  faster, 
in  more  places  nationwide  with  the  Sprint 
advanced  wireless  network. 


Compared  with  the  AT&T  Wireless  Next  Generation  network, 
Sprint  gives  you: 

•  Laptop  connections  nearly  twice  as  fast 

•  30%  larger  coverage  area 

•  Over  30  million  more  people  covered 


PCS  Connection  Card" 
Insert  it  in  a  laptop. 
Get  a  wireless 
connection. 


All  of  this  and,  of  course,  clear  calls  on  the 
most  complete,  all-digital  wireless  network  in  the 
nation  to  make  your  business  more  effective. 


Get  the  facts  at  www.sprintpcs.com  or  call  877-459-8144  for  a 
PCS  Business  Representative. 


Sprint 


One  Sprint.  Many  Solutions? 


Voice/Data  PCS  Wireless         Internet  Services         E-Business  Solutions         Managed  Services 


aims  based  on  published  averages  from  each  carrier  and  other  information.  Realized  speeds  will  vary  based  on  devices,  tasks  and  other  factors.  Coverage  claims  based  on 
need  Sprint  Nationwide  PCS  Network  (reaching  240  million  people)  and  the  AT&T  Wireless  National  Next  Generation  (GPRS)  network  and  coverage  included  with  available 
lans  excluding  roaming  areas  Copyright  ©2003  Sprint  Spectrum  LP  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP. 
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ly  Control  IVSCI  is  .in  election,!-  system  designed  to Hie  driver  maintain  vehicle  control 


adverse  conditions.  It  is  not  a  substitute  lor  sale  driving pr 


I  conditions  and  dn»er  steering  input  can  all  affect  whether  VSC  will  be  effective  in  preventing  a  loss  of  control.  Please  see  your  Owner's  Manualht  further  del;      (  :  M3  Toyota  Motor  Sales,  USA  ,  Inc. 
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Raised  on  a  farm, 

bred  at  Microsoft, 

Jeff  Raikes 

is  the  de  facto 

number  three 

few  have  heard  of • 


o  hear  Chief  Exec- 


utive Steven  Ballmer  tell  it,  Microsoft  is  "Bill's 
company,"  a  reference  to  his  longtime  partner, 
Microsoft  founder  and  Chairman  Bill  Gates.  In 
fact,  for  years  Microsoft  has  seemed  like  Bill  and 
Steve's  company.  That  has  always  irked  Jeffrey 
Raikes,  the  longtime  Microsoft  lieutenant  who  has 
risen  to  the  de  facto  number  three  spot,  running 
the  Office  applications  business  that  has  almost 
$10  billion  in  annual  sales. 

"I  used  to  give  Steve  a  hard  time  for  saying  this 
is  Bill's  company.  It's  been  ten  years  since  I've  been 
saying  this  is  our  company,"  says  Raikes,  who  is  45. 
Microsoft  stock,  after  all,  poses  the  lion's  share  of 
his  own  net  worth,  valued  at  $490  million.  Among 
Microsoft's  55,000  employees,  Raikes  stands  alone 
in  his  ability  to  challenge  Gates'  brilliance  and 
Ballmer's  bluster.  Homespun,  plainspoken  and  a 
Microsoft  lifer— on  Oct.  9  he  put  in  his  8,000th 
day  at  the  company  he  joined  in  1981 — Raikes  is 
the  stable  counterbalance  to  the  intense  duo. 
"Jeff,"  as  everyone  in  Redmond  calls  him,  is 
doubting  and  realistic  when  Bill  and  Steve  are 
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overconfident  and  ready  for  battle. 

Earlier  this  year,  when  a  retreat  for  a 
hundred  Microsoft  managers  turned  into 
a  giddy  pep  rally  for  the  much-anticipated 
Longhorn,  a  dramatic  Windows  overhaul 
set  for  2005  or  later,  Raikes  played  the 
spoiler.  "I  think  this  is  going  terribly,"  he 
bluntly  announced,  silencing  even  the 
boisterous  Ballmer.  Raikes  worried  that 
the  project,  run  by  his  counterpart  James 
Allchin  and  already  delayed  once,  was  me- 
andering out  of  control.  Raikes  rattled  off 
trouble  spots,  exposed  inconsistencies 
among  engineering  groups,  demanded  re- 
sponses and  said  what  others  had  kept  to 
themselves.  "It  was  hard  to  believe  what 
people  were  saying  was  true,"  Raikes  says. 

Born  in  Nebraska  and  raised  on  a 
1,500-acre  cattle  ranch  just  outside 
Omaha,  Raikes  has  a  natural  ability  to  wait 
out  the  shouting  to  say  what  no 

one  else  will  .  means  chal- 

lenging the  formidable  Ballmer.  Ballmer 
was  once  railing  M  mint 

of  30  managers  wl.  nlyin- 

lerjected,  "Now  that  yoi 
to  .hare  your  feeling 
how  we're  going  to  deal  w  itl 

"No  one  else  in  the  i     >n 


that.  Jeff  was  fearless,"  says 
Peter  Rinearson,  a  vice  presi- 
dent in  Raikes'  group. 

Ballmer  abides  this  bit  of 
insurrection  and  seems  to  have 
a  soft  spot  for  the  farm  boy. 
When  he  hired  Raikes  from  a  low-level 
marketing  job  at  Apple  (18  months  out  of 
Stanford  undergraduate),  the  new  recruit 
spent  a  few  months  living  with  Ballmer  in 
a  dilapidated  three-bedroom  house  in  the 
posh  Seattle  neighborhood  of  Laurelhurst, 
where  Raikes  now  lives.  "Jeff  pushes  the 
envelope — and  me,"  Ballmer  says  in  an 
e-mail. 

Raikes  is  a  potentate  in  his  own  right. 
His  Office  division,  with  total  sales  of  $9.7 

"Now  that  you've 
had  a  chance  to 

share  your  feelings, 

can  we  talk 

about  how  we're 
going  to  deal 
with  this?" 


m 

billion  a  year,  is  bigger  tn 
Larry  Ellison's  Oracle  Col 
He  knows  he  may  never  I 
all  of  Microsoft,  yet  Ral 
harbors  no  hidden  ambia 
to  run  another  company.! 
bleeds  Microsoft  green.  In  a  compar 
where  the  seven  ranking  executives  ha1 
123  years  combined  experience,  Rail 
has  been  there  longer  than  any  except  I 
and  Steve. 

His  next  challenge:  how  to  st<| 
growth  in  the  Office  product  line — Wd 
Excel,  Oudook,  PowerPoint — when  hist 
vision  already  has  a  market  share  so  lai 
(400  million  users)  that  research  fin 
Gartner  and  IDC  don't  bother  to  track 
Office  accounts  for  56%  of  total  compa 
profits  and  offers  vasdy  more  features  a 
functions  than  anyone  uses.  Some  ins 
ers  call  Raikes'  division  the  dead  cash  ct 
a  mordant  joke  for  a  guy  who  grew 
around  cattle.  But  Raikes  sees  it  as  a  mo> 
able  beast:  One-third  of  users  haven't^ 
graded  since  1997,  a  rich  target  iih 
crosoft  can  find  new  uses  to  excite  the 
"We're  fighting  the  perception  that  our< 
stuff  is  good  enough,"  he  says. 

A  new  Office  release  this  month  tal 
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Does  the  employee  in  you  agree  with  what 
the  benefits  manager  in  you  is  doing? 

Your  company's  most  valuable  assets  aren't  made  of  wire  and  steel. They're  made  of  body  and  soul. 
They're  your  employees. Which  also  means  you. 

At  CIGNA, we  provide  benefit  plans  that  satisfy  both  the  employee  and  the  benefits  manager  in  you. 
We  provide  retirement  benefits  that  offer  high-quality  investment  options,  and  hassle-free  administration. 
We  provide  health  benefits  that  deliver  medical,  dental,  pharmacy,  vision  and  behavioral 
health  care  through  a  single,  integrated  network  with  integrated  administration.  We  provide       ^ 
disability  benefits  that  are  easy  to  understand,  easy  to  use,  and  easy  to  administer.  2^»lJ4 

Why  do  we  do  this?  Because  when  employee  benefits  are  working  better  for  #Tlfv* 

your  employees,  you  feel  a  lot  better,  too.  .  1 

For  more  on  the  retirement,  health,  life  and  disability  benefits  that  work  for  ClGNA 

you  and  your  employees,  visit  us  at  www.cigna.com.  A  Business  of  Caring. 
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Life     and 


Microsoft 


a  stab  at  it.  Gates  at  first  had  balked  at  a 
makeover  before  the  Longhorn  system 
would  be  ready,  but  Raikes  talked  him 
into  it.  The  spruced-up  package  adds  new 
capabilities  for  users  to  create  forms,  work 
together  and  manage  them  entirely  on- 
line; better  instant  messaging  that  saves 
the  back-and-forth  for  corporate  clients; 
and  new  online  meeting  services  from 
PlaceWare,  which  Microsoft  bought  for 
$200  million  earlier  this  year.  Raikes 
also  wants  to  push  Office  further  into 
small  businesses  (one  reason  Microsoft 
recently  paid  $1.1  billion  for  Great 
Plains  and  $1.5  billion  for  Navision) 
and  out  to  newcomers  who  could  use 
handhelds  rather  than  laptops — nurses, 
truckdrivers,  waiters. 

By  design,  some  of  the  add-ons  cost 
extra.  Raikes  figures  one-third  of  his 
business'  growth  will  come  from  sell- 
ing more  copies  of  Office,  and  the  rest 
from  new  features.  That's  if  he  can 
get  any  growth  at  all.  Last  year  he 
managed  a  12%  increase  in  Office 
revenue,  but  a  new  pricing  plan 
provided  more  than  half  of  that, 
and  gains  by  other  products 
provided  a  bit  more;  take 
those  out  and  Office  sales 
rose  around  just  3%. 

That  tepid  growth 
isn't  enough  for  Raikes, 
whose  folksy  style  belies 
an  unflinching  zeal  for 
competition,  something  endemic  to 
Microsofties.  "It  comes  from  my  mother," 
he  says.  He  remembers  a  Little  League 
game  when  he  was  supposed  to  play  first 
base  but  had  come  down  with  a  101-de- 
gree  fever;  he  started  after  she  urged  him 
to  push  through. 

Raikes  still  holds  a  near-obsessive  nos- 
talgia for  the  Midwest  and  regularly  visits 
his  brother  on  the  family  ranch.  He  can 
quote  recent  corn  prices  and  is  assiduously 
pro-beef  (he  insists  his  Caesar  salads  come 
with  steak,  not  grilled  chicken)  and  has 
been  known  to  wea  black  to  mourn  de- 
feats suffered  by  the  University  oi 
braska  Cornhusker  on  the  gridiron.  (He 
also  owns  just  und  jor  League 

Baseball's  Seattle  Mariners;  when  they 
lose,  "It  is  clear  1  i  -,ays.) 

The  farm-boy  shti  ..'He 


plays  up  the  hokey  image  a  little.  That's 
his  hook,"  says  a  pal  and  onetime  com- 
petitor, venture  capitalist  Heidi  Roizen. 

On  some  days  Raikes  trolls  through 
Microsoft's  numbers  while  walking  on  a 
treadmill — a  habit  he  initiated  a  decade 
ago  after  he  realized  Ballmer  knew  more 
about  the  business  Raikes  ran  than  Raikes 
himself  did.  When  Gates  suggested,  years 
ago,  that  Raikes  should  learn  everything 

By  the  Numbers 

Raikes'StakeS 


$9.7  bllliOn  Raikes'  share  of 
Microsoft's  $32  billion  revenue,  about 
the  size  of  one  Oracle 

$1  billion 

division  last  year, 
Adobe  Systems 

$9iZ  DllllOn  Office  sales  last  year. 

$18.4  billion  s„ 

users  paid  (half  don't). 
/  U  /O  Office's  operating  margins. 


Growth  in  Raikes' 

year,  about  the  size  of  one 


le&if 


all  400  million 


Software  companies  with  higher  margins.1 

'Publicly  traded.  Sources:  Companies;  Forbes. 


about  his  rival 
at  WordPerfect,  Raikes 
memorized  the  names  and  birth- 
days of  the  man's  six  children:  "Sam,  Julie, 
Wendy,  Ellen,  Joseph,  David." 

Running  the  Office  division  poses  a 
different  kind  of  challenge.  There's  no 
clear  rival  to  squash.  So  Raikes  preaches 
the  customer-first  mantra:  Build  it  for 
them  because  they  asked  for  it.  Older  re- 
leases were  driven  by  developers  keen  to 
add  cool  frills.  Yet  users  tap  only  20%  of 
itware's  functionality,  the  company's 
own  research  shows.  This  time  around  de- 
cisions  were  based  primarily  on  insights 
from  3,500  hours  of  observing  users,  along 
with  100  interviews  with  executives.  Cus- 
tomers didn't  want  videoconferencing,  be- 


cause it  consumes  too  much  bandwu 

so  that  project  was  temporarily  nixed. 

With  a  new  product  called  Infop 

Microsoft   is   taking   a   small  j 

enterprise-software  vendors  like 

Systems,  PeopleSoft  and  SAP.  R 

thinking  is  that  Office  is  a  more  n 

application  for  certain  tasks.  He  w 

personnel  folks  managing  applicant 

formation  in  Office,  salespeople  sorlj 

leads,  operations  fanatics  tracking 

ventory — and  searching  it  all  th 

tags  written  into  the  data  with  the 

software  language. 

To  help  those  u; 

figure  out  how, 

using  Microsoft's  bi 

resource,  its  own  W 

site,  which  is  the  mj 

frequently  visited  on  I 

Internet.  The  Office  hoj 

page  features  templal 

and  how-to  guides  for  sj 

cific  industries.  He  alsol 

cendy  put  450  salespeople 

fixed  salaries  (no  comrn 

sions,  no  quotas)  with  ord 

to  visit  staffers  of  current  c| 

tomers.  Microsoft  is  using  a  1 

fie  strong-arm  charm  to  get  l 

counts  to  upgrade;  at  year-e 

the  company  will  phase  out  tec 

nical  support  for  any  versions  s< 

before  2000. 

If  this  version  of  Office  is  gre 
it  would  be  nice  to  prove  it.  Af 
getting  an  e-mail  two  years  a 
"from  Gates  complaining  that  c< 
porate  customers  had  told  Gates  tl 
didn't  see  the  gains  Microsoft's  produ 
were  giving  their  companies,  Raikes 
up  a  pet  project  with  the  goal  of  quar 
fying  productivity  increases.  "As  usu 
I'm  sure  Bill  exaggerated  how  upset  tl 
were.  But  then  it  made  me  think  that 
could  have  the  best  taxonomy  of  kno' 
edge  about  how  people  work,"  Rail 
says.  Twelve  researchers  from  the  Mas 
chusetts  Institute  of  Technology  are 
tempting  this,  and  other  tech  compani 
like  Cisco  and  Hewlett-Packard,  h( 
joined  in.  Raikes  is  hopeful  for  definit 
results  but,  ever  modest,  professes  a  111 
uncertainty.  "I'm  not  sure  how  success 
we'll  be,"  he  says. 
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SEE   THROUGH    TRUCK    TRAILERS! 

PEER    INTO    CARGO    CONTAINERS! 

KNOW   WHAT'S    GOING    ON 


BEHIND    WAREHOUSE    WALLS! 
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No.  we  haven't  brought  back  x-ray  glasses.  But 
we  do  have  technology  that  lets  you  see  deep 
into  your  supply  chain,  so  you'll  know  your  products 
and  orders  are  right  where  they're  supposed  to 
be.  and  be  alerted  immediately  if  for  any  reason 
they're  not.  That's  the  sort  of  thing  we  do  at 
Menlo  Worldwide.  We're  constantly  finding  more 


efficient  ways  to  transport  supplies,  manage 
inventories,  and  distribute  products  around  the 
world.  We  offer  unparalleled  expertise  in  air  and 
ocean  forwarding,  3rd  and  4th  party  logistics,  supply 
chain  technologies  and  integrated  customs  and 
trade  solutions.  To  get  the  full  picture,  look  us  up  at 
menloworldwide.com.  (No  funny  glasses  required.) 


FORWARDING  LOGISTICS'         VECTOR  SCM 
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EXPEDITE!       TECHNOLpGlES       TRADE  SERVICES 
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Medicine  Man 


Under  Ken  Freeman,  Quest  Diagnostics  has  become  the  nation's 
largest  medical  testing  service.  Now  what?  I  by  daniel  kruger 


KENNETH  VV.  FREEMAN'S  FUTURE 
is  in  the  toiler.  \nd  in  upper  res- 
piratory tracts  ind  in 
That's  where  I  scecutive 

of  Quest  Diaj 
for  much-needed  gru\  • 
leading  medical  testing 

And  that's  why  Don 
1,000  sales  and  marketn  g 
much  time  in  the  offices  ot  ph] 
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Dr.  Karen  Kirsch,  a  gynecologist  who  reg- 
ularly performs  exams  for  colorectal  can- 
cer and  other  illnesses.  Quest's  test  for  the 
disease  has  just  hit  the  market,  and  Bray  is 
alreadv  making  up  to  ten  calls  a  day,  recit- 
miliai  statistics:  147,000  new  cases 
oaths  each  year  from  col- 
-  -among  cancers,  the  third- 
Uer  of  men  and  women  in  the 
r.ed  to  alert  people  to  the  dan- 


gers well  before  the  n 
for  surgery,  Quest's  A 
nostic  is  more  sens 
and  accurate,  Bray  claj 
than  the  standard  fj 
occult  blood  test. 

Most  important, 
tients  don't  have  to  co 
samples.  All  you  do  is  S 
the  tip  of  a  wand  thra 
toilet  water,  dab  it  aga 
the  stool,  brush  the  san 
on  a  test  card  and  sen 
in  an  envelope  to  Qua 
Kirsch  has  questw 
Is  Bray  saying  this  is  as 
stitute  for  the  standi 
rectal  exam?  That's  not 
intention,  he  says;  the| 
should  be  used  in  tan 
with  it.  Is  the  brush 
enough  to  keep  % 
hands  dry?  "I  don't  thj 
there  are  toilet  bdl 
deeper  than  this  brus 
Bray  replies,  holding] 
the  10-inch  light-q 
wand.  Then  the  ml 
telling  question:  Is  thei 
covered  by  insurance? 
reimbursement  proble 
so  far,  he  says. 

In  this  maddenin 
competitive  business, 
easy  part  is  achieving  a ; 
entific  breakthrough  i 
winning  the  hearts  i 
minds  of  physicians 
patients.  But  you  don't 
paid  unless  managed-< 
providers  agree  to  dig  i ' 
their  pockets.  Quest's  r  i 
InSure  colorectal  test  a 
$95— $35  more  than 
old  standard,  though 
surers  will  get  a  volume  discount.  So  la; 
of  them  have  agreed  to  carry  it,  includ 
Aetna,  which  should  guarantee  the  via 
ity  of  the  kit.  And  Quest  must  gain  sirn 
rates  of  acceptance  for  its  other  promis 
tests — genetic  markers  for  ovarian  can 
for  example,  and  a  blood  test  to  help  ] 
mary  care  doctors  distinguish  between 
lergies  and  nonallergenic  substances  thai 
flict  the  upper  respiratory  tract. 
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Size  offers  little  protection.  While  Quest 
expects  to  book  $4.7  billion  in  sales  this 
year,  up  from  $1.5  billion  in  1998,  most  of 
that  growth  comes  from  acquisitions.  And 
with  5,000  competitors  out  there  it's  hard 
to  find  a  deal  that  will  make  a  meaningful 
contribution  to  results.  That  means  Quest 
must  seek  opportunity  from  so-called  eso- 
teric tests  like  InSure  or  Cardio  CRP,  which 
helps  predict  the  likelihood  of  a  future  heart 
attack  in  a  person  with  low  cholesterol  lev- 
els. Such  diagnostics  account  for  15%  of 
Quest's  sales;  the  company  is  looking  for 
15%  annual  growth  in  this  category.  The 
vast  majority  of  Quest's  revenue  comes 
from  routine  screens  like  prenatal  tests, 
blood-cholesterol  workups  and  Pap  smears. 
The  esoteric  and  gene-based  tests  are  more 
lucrative,  with  operating  margins  in  the 
neighborhood  of  30%.  Their  big  sell  to 
doctors  and  insurers:  that  by  offering  early 
insight  into  the  likelihood  of  such  events  as 
heart  attack  and  cancer,  the  tests  can  head 
off  expensive  and  invasive 
procedures  down  the  road. 

HMOs  aren't  easily  con- 
vinced. They  want  clear 
demonstration  that  tests  "alter 
treatment  and  improve  the 
outcome,"  says  Dr.  Robert 
McDonough,  who  manages 
policies  and  guidelines  for 
Aetna.  Back  in  1998  Quest 
tried  to  introduce  a  new  Pap 
smear  test,  but  insurers  balked 
at  the  price  and  wanted  more 
proof  of  its  efficacy.  Officially, 
at  least,  Quest  decided  to  wait 
until  it  had  commitments 
from  insurers  serving  80%  of  the  patients  in 
a  given  area  before  pushing  the  diagnostic.  At 
the  same  time,  though,  it  pitched  hard  to 
physicians,  many  of  whom  ordered  the  new 
test  even  though  managed-care  outfits  had- 
n't at-  u  rsements.  As  they  were 
billed  -omplained  so  loudly  that  in- 
surers .  :  o  accepting  the  test 

Sir  i  has  tried  to  smooth 

the  pat.  iging  in  med- 

ical prov  ..from  R&D 

efforts  to  arketing. 

Much  of  th  Gregory 

Richard,  a  via  gedcare 

and  insurer  m.i:..  hc- 

says,  want  to 


sources  and  published  articles  in  the  ap- 
propriate medical  publications  to  support 
what  we're  telling  them."  In  their  cost- 
benefit  analyses,  insurers  look  closely  at 
the  number  of  false  positives  a  new  test 
produces,  because  these  add  costs — re- 
sulting in  unnecessary  biopsies  and  other 
expensive  procedures.  A  new  diagnostic 
must  surpass  a  "gold  standard"  test  of 
highly  predictive  value  to  gain  approval; 
incremental  improvement  often  results  in 
rejection.  HMOs  "haven't  opened  the 
floodgates  and  said,  'Come  one,  come 
all,' "  says  Richard. 

Case  in  point:  Quest's  prenatal  test,  in- 
troduced in  2001  to  determine  whether  the 
parents  carry  the  gene  that  could  result  in 
a  child's  developing  cystic  fibrosis,  a  dis- 
ease that  causes  mucus  to  coat  the  lungs, 
intestines  and  pancreas.  Life  expectancy  for 
sufferers  is  30.  And  treatment  is  expensive. 
Yet  because  many  insurers  saw  no  hope  in 
treating  or  managing  the  disease,  they  re- 


►  By  the  Numbers 


With  13%  of  the  market,  Quest  must  convert  doctors  to 
new  tests  and  wean  insurers  from  low-fixed-cost  plans. 


Size  of  the  U.S.  diagnostic  test  marl 


Share  of  Quest's  revenue  that  derives  from 
per-head  managed-care  contracts. 


Number  of  test  centers  operated  by  Quest. 

Percentage  of  industry  revenues  that  derives 
from  Medicare. 


Sources:  Quest;  Jefferies  & 


Co. 


fused  claims  for  the  test.  "We  had  to  go 
back  to  some  of  the  managed-care  plans 
more  than  once,"  Richard  says.  "We'd  bill 
for  that  test,  and  they'd  deny  it  because  it 
was  a  screening  test  and  in  some  plans 
screening  tests  without  a  diagnosis  are  not 
covered."  Quest  kept  pushing  the  insurers, 
pointing  to  medical  groups'  recommenda- 
tions each  time  they  met.  Eventually 
providers  started  paying.  Insurers  often 
look  to  third-party  groups  like  the  Ameri- 
can Cancer  Society  when  determining  pol- 
icy, but  don't  always  follow  their  sugges- 
tions, Richard  laments. 

Quest  is  gaining  ground.  All  ten  major 
tests  it  launched  last  year  were  okayed  by 


at  least  one-third  of  the  managed-c 
dustry;  half  would  have  been  ide 
company  has  learned  to  cut  its  exposi 
false  positives  and  resulting  rejectic 
leaning  hard  on  developers  of  tests,  1 
terix.  The  privately  held  tester  put  InSt 
through  the  hoops  in  the  laboratory  I 
then  did  test-marketing  before  releasing 
colorectal  test  into  the  world. 

Investors  are  keenly  watching  sucrJI 
velopments.  In  July  Quest  missed  its  a 
internal  growth  targets;  its  shares  took  j 
8%  whack  to  market  capitalization.  M  [ 
Street  is  saying,  "Show  us  how  you  c 
stand  alone,  because  the  acquisition  mar 
isn't  there  anymore,"  says  Robert  Parer  j 
a  research  analyst  with  health  care  boutic ! 
Leerink  Swann. 

Freeman  insists  he  has  led  Qu! 
through  worse,  starting  with  its  diffic  | 
birth.  He  was  at  the  helm  in  1 996  wb  i 
Corning  spun  off  Quest,  then  a  unit  knc 
as  Corning  Clinical  Laboratories,  when:] 
company  (like  much  of  the  testing  mark] 
was  under  fire  from  regulators  for  charg 
Medicare  for  unnecessary  tests.  Freeir 
persuaded  a  reluctant  Corning  to  eat  afl 
ability  stemming  from  overbilling  (it  1 
paid  $210  million  to  resolve  federal  clairr 
He  also  didn't  want  to  be  saddled  ffomt 
start  with  the  unit's  $700  million  in  debt 
a  burden  that  Freeman,  working  with  Ca 
ing's  investment  bank  Goldman  Sachs,  a 
vinced  the  parent  to  absorb. 

Meantime,  Quest  itself  has  a  lot  to  i  j 
sorb  from  the  acquisition  of  seven  com) 
nies  in  five  years.  Long-term  debt,  $1.1 1 1 
lion,  shouldn't  be  a  problem  because  i ' 
company  generates  plenty  of  cash.  1 
$2.5  billion  in  goodwill — 59%  of  total 
sets — is  something  else  again.  Freeman 
gues  that  it's  all  potential  earnings  from '  I 
outfits  he's  bought  and  no  threat  to  Que 
financial  health.  It  won't  be,  if  he  can  ma 
tain  the  kind  of  operational  excellence  ti 
has  become  his  obsession.  "I'm  always  sn 
ing  to  make  things  better,"  Freeman  sa 
That  means  improving  the  98%  success  r 
of  130  million  tests  requisitioned  each  yi 
holding  on  to  doctor  relationships  with' 
labs  it  has  bought,  courting  small  lab-te 
developers  like  Enterix  and  squeezing 
suits  from  acquirees  like  American  Medi 
Laboratories  whose  R&D  is  key  to  Que 
future  growth. 
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Now  the  world's  fastest  network  color  printer 
has  a  challenger  right  on  its  tail.  The  Xerox  Phaser8  6250. 

There's  a  new  way  to  look  at  it. 


■west  color  printer  has  speed  iti  its  l)\  \. 
hy  not.  Its  sibling,  the  Xerox  Phaser*7300 

formal  color  printer,  is  still  a  first-place 
I  holder  in  its  class*  with  30  ppm  color, 
ck  and  white.  Ikit  now  it  has  a  speedy 
Uriily  addition,  the  Phaser  6250.  It  runs 
t  at  2b'  ppm  for  both  color  and  black  and 


white  letter  prints  with  a  first  page  out  in  just  12 
seconds.  Either  one  of  these  color  speedsters 
eliminates  the  need  for  multiple  printers.  And 
both  can  get  you  to  your  finish  lines  in  record 
time.  To  catch  brilliant  color  in  a  flash,  check 
out  our  full  line  of  award-winning  network 
printers.  But  don't  blink,  or  you'll  miss  them  go  by. 


xerox.com/offfice/race1950  Or  call:  1-877-362-6567  ext.  1950 

iled  pnm  speed  of  workgroup  printers  m  the  $1,000-5.000  estimated  retail  price  category 

3K  CORPORATION   -  red.  Xerox."  The  Document  Company.-  Phaser-  and  There's  a  new  way  to  look  at  it*  are  trademarks  of  XEROX  CORPORATION. 
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Build 

Disney's  4-D  technology  aims 
to  take  the  adventure  out  of 
building  roller  coasters  |  by  joann  muller 

Mountain 


G5:  IN  THE  MIDDLE  OF  SUN-DRENCHED  ORLANDO,  FLA.  THE  WALT 
erecting  a  200-foot-high  replica  of  snow-covered  Mount  Ever- 
■  attraction  scheduled  to  open  in  2006  at  Disney's  Animal 
ark.  The  premise:  Visitors  board  an  old  mountain  railway 
of  Mount  Everest.  As  the  train  climbs  higher  into  "the 
Himalaya  amboo  forests',  thundering  waterfalls  and  shimmering 

glacier  fields.  But  i  inexpectedly  in  a  gnarled  mass  of  twisted  metal.  Sud- 

denly the  train  b< ,  aid  and  backward  through  caverns  and  icy  canyons 

until  riders  come  foe  s  .iant  hairy  creature — the  mythical  yeti. 

It's  enough  to  scare  tin  Don  W.  Goodman,  who  has  the  job  of  ensuring 
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that  the  $100  million  roller  coaster  is 
ished  on  time — and  on  budget.  It 
logistical  nightmare:  Hundreds  of  w< 
ers  from  independent  contractors  n 
simultaneously  build  the  roller  coai 
and  the  mountain  that  contains  it.  1 
will  erect  1,200  tons  of  steel  and  in 
four  acres  of  rockwork. 

Goodman,   president   of  Disn 
Imagineering  research  lab,  compares 


Disney 


Out  of  thin  air:  the  clay  model 

(left)  and  the  4-D  rendering  of 

Disney's  Expedition  Everest. 


.,   ■•       -•"•r";.:v    -^=;.  -.-■'*.  TV- 


ibling  a  3-D  puzzle.  It  is  difficult  to 
pate  the  conflicts  that  will  arise,  say, 
en.  workers  installing  faux  rock  fer- 
ns and  crane  operators  erecting  steel 
i.  Each  snafu  can  add  cost  and  delay. 
he  challenge  will  be  made  easier, 
man  says,  by  new  software,  devel- 
in-house,  that  lets  architects,  engi- 
and  contractors  peer  into  the  future. 
f  marrying  an  architect's  3-D,  com- 
-aided  design  images  with  planning 
are  that  tracks  construction  sched- 
n  real  time,  Disney  can  create  a  vir- 
movie"  of  the  Expedition  Everest 
ct.  This  4-D  software — the  fourth 
nsion  being  time — breaks  down  a 
nage  of  a  project  into  millions  of 


pieces  of  data  and  then  reassembles  it 
step-by-step,  in  the  sequence  in  which  the 
structure  will  be  built,  to  visualize  how  it 
will  all  come  together. 

Better  yet,  Disney's  theme-park  soft- 
ware can  be  used  to  map  out  almost  any 
construction  project — amusement  park, 
office  building  or  even  an  underwater 
pipeline.  That  is  why  Disney,  uncharac- 
teristically, has  formed  an  independent 
company,  Common  Point,  to  sell  the  soft- 
ware to  other  companies.  (So  far  it's  had 
$500,000  in  sales.)  Disney  spent  $1  mil- 
lion creating  the  software  and  gets  to  use 
it  free,  with  the  promise  of  a  special  price 
on  future  versions.  But  the  real  point, 
Goodman  says,  is  to  seed  the  construc- 


tion industry  with  the  software 
so  that  more  vendors  will  use 
it,  reducing  Disney's  own 
development  costs. 

"Problems  you  find  to- 
gether, you  tend  to  solve 
together,"  says  Imagineering's 
chief  scientist,  Benedict  Schweg- 
ler,  who  championed  the  use  of 
4-D  tools  inside  Disney. 

Changes  and  glitches  can 
add  25%  to  the  cost  of  a  trou- 
bled construction  project.  "If 
we  could  get  that  to  under 
10%,  that  would  be  a  huge  sav- 
ings," Goodman  says — $3  mil- 
lion or  more  on  a  big  project 
like  Expedition  Everest.  The 
savings  help  at  a  time  when 
Disney's  theme  parks  have 
endured  a  22%  decline  in 
operating  income  this  year  (to 
$732  million),  on  top  of  a  26% 
drop  in  2002. 

Disney  first  used  its  special 
4-D  software  to  build  Califor- 
nia Screamin',  a  $50  million 
roller  coaster  at  Disney's  Cali- 
fornia Adventure  theme  park 
in  Anaheim,  Calif.  It  worked  so 
well  that  engineers  went  on  to 
use  the  software  for  the  park's 
entire  Paradise  Pier  section, 
which  features  rides,  restau- 
rants, shops  and  a  boardwalk. 
Paradise  Pier  had  10%  to  20% 
fewer  design  changes  as  a 
result. 

In  Hong  Kong  the  4-D  technology  is 
being  used  to  build  Space  Mountain  at 
the  new  Disneyland  theme  park,  set  to 
open  by  early  2006.  And  the  software  has 
been  especially  useful  in  Disney's  most 
vexing  project:  the  reconstruction  of  the 
26-year-old  Space  Mountain  at  the  origi- 
nal Disneyland  in  Anaheim.  Among  the 
hassles:  Contractors  must  remove  a  giant 
crane  from  the  temporarily  closed  ride  by 
2  p.m.  every  day  to  make  way  for  the 
Mickey  Mouse  parade.  And  materials 
must  be  lifted  through  a  hole  in  the 
mountain  that  is  30  feet  above  ground. 
Goodman  likens  it  to  building  a  ship  in  a 
bottle.  When  contractors  previewed  the 
project  in  4-D,  they  spotted  a  flaw:  Had 
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Disney 


they  started  to  build  the  steel  structure 
where  they  had  originally  intended,  they 
would  have  had  to  halt  construction  for 
two  months  while  they  reinforced  the  site. 
Instead,  they  began  laying  the  steel  at 
another  site  inside  the  mountain  while 
they  prepared  the  first  site.  By  doing  this, 
they  kept  the  renovation  on  track  for  a 
2005  reopening. 

Disney's  software  also  helped  plan 
construction  of  the  stunningly  complex 
Walt  Disney  Concert  Hall  in  downtown 
Los  Angeles.  Renowned  architect  Frank 
Gehry  designed  it  in  3-D,  but  it  was  up  to 
the  general  contractor,  M.A.  Mortenson 
Co.  of  Minneapolis,  to  figure  out  how  to 
build  it.  Greg  K.  Knutson,  Mortenson's 
general  superintendent,  says  subcontrac- 
tors had  diffici  he  task  ahead 
of  them  until  he  showed  it  to  them 
Disney's  4-D  soi  rhen,  he 
lightbulb  went  on." 

A  handful  oi  big  contractors  ai 
the  software,  dubbed  Common  Poii 


The  Walt  Disney  Concert  Hall.  Gehry  designed  it  in 
3-D;  the  contractor  used  4-D  software  to  build  it. 


to  sketch  out  the  construction  or 
renovation  process  for  major 
hospitals,  shopping  malls  and 
Miami's  port.  Some  major  cor- 
porations also  are  intrigued. 
Genentech  used  it  for  portions  of 
its  Founders  Research  Center  in 
San  Francisco,  one  of  the  world's 
largest  biotech  labs.  Developers 
have  used  it  to  plan  a  600-mile 
Shell  pipeline  off  the  coast  of 
Russia.  And  workers  are  being  trained 
virtually  to  work  on  ExxonMobil  offshore 
oil  rigs  that  haven't  even  been  built  yet. 

California's  DPR  Construction  is  one  of 
the  early  believers.  For  a  San  Francisco-area 
shopping  mall,  DPR  used  it  to  plan  difficult 
logistical  challenges  such  as  getting  con- 
crete up  five  floors  inside  tight  quarters.  In 
the  end,  DPR  says  4D  helped  it  shave  three 
weeks  off  the  mall's  one-year  construction 
schedule,  ensuring  that  it  would  be  open 
by  Christmas.  At  a  Phoenix  hospital  where 
DPR  is  building  a  new  wing,  4D  alerted  con- 
tractors to  a  problem  you  don't  want  to 
spot  late:  The  mast  of  their  giant  crane 
would  interfere  with  the  flight  path  of  the 
hospital's  medical  evacuation  helicopter. 
Alerted  early,  the  hospital  filed  a  revised 
flight  plan  with  the  Federal  Aviation  Ad- 
ministration. "We  solved  that  problem  be- 
lt became  a  problem,"  says  Dean  Reed, 
i  >PR's  production  planning  manager. 
Disney  may  be  the  surprise  winner  over 
•  ndful  of  other  software  companies 


that  have  created  4-D  tj 
like  Bentiey  Systems  and 
tergraph.  What  sets 
technology    apart 
those  proprietary  too 
Schwegler,  is  that  "it' 
nostic."  It  doesn't  m 
which  3-D  computer 
guage  was  used  to  desi] 
project — they  all  blend  < 
ily  into  Disney's  4-D  sch 
uling  soup. 

That  was  Schwegll 
objective  back  in   1<| 
when  he  set  out  to  use 
technology  on  Califoi 
Screamin'.  He  contac 
Stanford  professor  Mat 
Fischer,  a  leading  researd 
in  the  field  of  4-D,  who'' 
signed  a  Ph.D.  student,  Kathleen  Liston 
help  Disney  out.  Schwegler  and  Lis) 
quickly  concluded  that  commercially  a« 
able  software  wouldn't  suit  Disney's  ne* 
they  would  have  to  develop  their  own,  v 
Disney  footing  the  bill. 

After  $1  million  and  three  and  a  1 
years  of  development,  the  tool  was  rea 
By  then  Liston  was  advocating  a  br» 
from  Disney.  In  March  2002  she  i 
Fischer  negotiated  with  Disney  to  spin 
the  software  into  a  new  company,  Cc 
mon  Point,  with  Liston  as  chief  execu 
and  owner  of  a  majority  stake.  Fisc 
owned  the  rest.  The  plan  was  that  if 
business  thrived  after  18  months,  Dis 
would  get  a  tidy  payout.  Instead,  Dis 
and  Common  Point  are  negotiatinj 
restructure  the  deal  in  a  way  that 
likely  extend  Disney's  rights  to  the 
software.  Liston's  original  stake,  me 
while,  has  shrunk  considerably, 
recently  merged  Common  Point  v 
another  startup  and  also  sold  an  un 
closed  equity  stake  to  a  large  contra 
that  uses  the  software. 

No  one  can  lay  claim  to  the  ide 
4-D  visualization,  says  Stanford's  Fisc 
After  all,  it's  what  most  of  us  do  in 
heads  every  day.  "The  nice  thing,"  he  i 
"is  that  it  makes  sure  that  what's  in 
your  head  looks  the  same  as  what's  in 
my  head."  Without  that  kind  of  colls 
ration,  a  construction  project  can 
really  scary. 
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CORPORATE    AND     INVESTMENT    BANKING? 


Success  requires  both  strength  and  imagination 


Today,  successful  competitors  are  increasingly  turning  to  financial  partners  who 
combine  the  expertise  and  insight  of  the  best  investment  banks  with  the  experience  and 
capital  of  leading  corporate  banks.  As  the  nation's  fifth  largest  financial  institution, 
Wachovia  Securities  is  uniquely  positioned  to  offer  both  the  imagination  and  the 
resources  to  make  things  happen.  Talk  to  us.  Together,  we  can  create  competitive  advantage. 
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Uncommon  Wisdom 
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Securities  is  the  trade  name  tot  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC  ("WCM").  member  NYSE,  NASD.  SIPC. 
Waciiovia  Corporation 


UNLESS  YOU'RE  A  PILOT,  AN  AVID 
hiker  or  hunter,  or  own  a  car 
with  a  navigation  system,  you 
may  not  have  noticed  that  one 
of  the  fastest-growing  sectors 
in  the  otherwise  chilly  technology  busi- 
ness is  gadgets  to  help  lost  people  figure 
out  where  they  are. 

Sales  of  Global  Positioning  System,  or 
GPS,  receivers — in  handheld  devices,  cars, 
planes  and  boats — will  reach  $4.7  billion 
in  North  America  tl  is  yeai  and  more 
double  by  2008,  according  to  research 
firm  Frost  &  Sullivan.  >egan  as  a 

way  for  missiles  and  tro>  peg  their 


locations  to  within  feet — American  tax- 
payers paid  the  $15  billion  bill  to  launch 
the  27  GPS  satellites  that  orbit  1 1,000  miles 
above  the  Earth  and  help  pinpoint  terres- 
trial locations — has  become  a  plaything 
for  the  leisure  class.  Civilian  GPS  users 
now  outnumber  military  ones  100-to- 1 . 

The  greatest  financial  beneficiaries 
of  this  giant  public  works  project  are 
two  folksy  engineers:  Gary  Burrell  and 
Min  Kao,  the  founders  of  Garmin  Ltd. 
of  Olathe,  Kans.  Garmin's  easy-to-use 
devices  are  the  closest  thing  the  GPS 
world  has  to  Windows.  And  Garmin's 
Burrell,  66,  now  retired,  and  Kao,  the 


54-year-old  chief  exi 
tive,  are  a  mini 
Allen  and  Bill  Gates: 
Both  made  it  < 
The  Forbes  400  for 
first  time  this  year,  thj 
to  Garmin's  remark 
growth  through  the : 
recession.  With  the  c 
pany's  market  value 
recent  $4.5  billion,  Kj 
worth  $970  million 
Burrell,  $810  mill 
Revenue  is  up  23%  ar 
ally  since  1996  to  i 
million  this  year.  Pro 
now  at  $142  million, 
kept  apace.  Together 
rell  and  Kao  control  1 
of  Garmin's  outstan< 
shares  (never  a  lic< 
venture  capital). 

Consumers  scoc 
up  some  2  million 
handhelds  in  2002,  r 
than  half  of  which 
Garmin-made.  Thous. 
more  bought  Garir 
dashboard-mountabl 
ceivers  for  their  car, 
or  plane.  Still  mor< 
placed    the    electrc 
of  their  private  pi 
with  the  "Garmin  sti 
a  $25,000  set  of  coo 
instruments  that  c 
bines    navigation 
communications  gea 
new  G1000  cockpit  sy 
replaces  all  those  ch 
gauges  and  indicators  with  sleek  flat-j 
displays. 

But  these  are  tricky  times  for 
Just  as  he  is  beginning  to  enjoy  a  tas 
the  mass  market,  he  has  to  begin  f 
ing  off  the  big  electronics  giants  su< 
Sony  and  Toshiba,  which  are  licking 
chops  at  Garmin's  58%  gross  mai 
and  imposing  market  share.  Price 
GPS  chips  have  dropped  from  $10( 
1 ,000  to  $20  in  the  past  five  years, 
has  a  GPS  receiver  built  into  its  Mer 
Stick,  aimed  at  users  of  its  Clie  h 
helds,  while  Toshiba  has  done  the  ; 
with  its  Secure  Digital  cards. 
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YOU  CAN  PAY  FOB  A 
BUSIIUI       SOLUTION. 
IF  YOU'D  LIKE. 


I  PREFER  ONE  THAT 
BASICALLY  PAYS 


FOR  ITSELF. 


Shrinking  budgets  present  you  with  difficult  challenges,  like  "How  on  earth  do  I  do  more  with  less?" 
Answer:  «  ith  new  pac  kaged  solutions  from  SAP.  Based  on  industry  best  practices  (and  our  30  years'  experience), 
these  preconfigured  solutions  address  specific  problem  areas  within  your  organization.  And  because 
implementation  is  simpler,  you  see  quicker  ROI.  Learn  more  about  our  new  packaged  solutions.  And  how 
affordable  the)  really  are.  Visit  sap.com/packaged  or  call  800  880  1727  for  more  details. 

THE  BEST-RUN  BUSINESSES  RUN  SAP 


0  2003  SAP  AG  SAP  and  the  SAP  logo  are  registered  trademarks  of  SAP  /  and  several  other  countries. 


Garmin 

Kao  dismisses  the  threat  of  the  big 
electronics  houses  taking  his  products 
down  to  commodity  status.  "The  GPS 
market  is  sizable,  but  it  is  made  of  niches, 
and  the  barriers  to  entry  are  rather  high. 
Getting  into  these  markets  takes  special- 
ized marketing  knowledge  and  a  combi- 
nation of  technology  like  software  and 
cartography  that  those  companies  don't 
have,"  says  Kao. 

He  should  be  more  worried  about 
his  main  rival,  Magellan,  since  2001  a 
brand  of  Thales  (pronounced  TAH-less), 


a    $10.5    billion-in-sales 
French  aerospace  concern. 
For  many  years  Magellan 
was  the  brand  of  choice  until 
it  was  passed  among  different 
owners,  and  Garmin  started 
winning  business  in  the  mid- 
1990s.  "Back  then  the  company 
was  focused  on  other  things," 
says  Dean  Senner,  chief  executive 
of  Thales  Navigation. 

Thales  is  going  after  Garmin's 
core  business.  It  has  a  line  of  hand- 
held GPS  receivers  with  color 
screens,  which  Garmin  doesn't.  And  it  is 
readying  a  launch  of  RoadMate,  an  after- 
market  automotive  GPS  receiver  that  will 
compete  head-on  with  Garmin's  popular 
StreetPilot. 

le  phone  makers  like 

>kia  have  started  putting 

;,  Kao  doesn't 

he  type  of 

to  avoid," 

Kao 

thos  ■  distincl  pro  lu< 

36oo  I  market  in  fuly  with  an 

integrated  U  id  Palm  operat- 
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The  founders:  Gary  Burrell  and  Kao. 
Left:  Garmin's  GI000,  a  cockpit  GPS 
that  goes  in  small  aircraft.  Below:  a  PDA 
called  the  iQue. 

ing  system.  The  PDA  can  load  detailed 
road  maps  and,  when  used  with  a  car  kit, 
can  give  spoken  driving  directions.  An 
impressive  start,  but  first  tries  are 
often  too  expensive  for  the 
masses.  At  $589  retail,  sales 
have  been  a  bit  slow,  says  IDC 
analyst  Alex  Slawsby.  Kao  says 
more  iQues  are  in  store  that 
will  include  wireless  net- 
working. Also  in  develop- 
ment are  less  expensive  GPS 
add-on  modules  for  exist- 
ing handhelds. 

Last  year  Garmin 
shook  up  the  market 
for  handheld  two-way 
radios  with  the  Rino,  a 
walkie-talkie  with  integrated  GPS  screen 
that  allows  its  users  to  share  their  loca- 
tions with  each  other.  "The  two-way- 
radio  market  was  in  decline  and  in  the 
midst  of  a  price  war  when  we  entered  it," 
Kao  says. 

Burrell  and  Kao  got  Garmin  off 
the  ground  in  1989  over  a  seemingly 
unremarkable  dinner  at  the  Olathe  Red 
Lobster.  Both  were  frustrated  that  their 
employer,  then  a  division  of  AlliedSignal, 
■as  squeezing  research  funds  for  GPS 
receivers.  Kao,  a  Taiwanese  engineer  who 
had  developed  the  first  GPS  receiver  cer- 
tified for  use  in  planes,  was  convinced  it 
•  big  deal.  Burrell  had  wanted  Allied 
to  pursue  GPS  for  the  marine  market,  but 


was  met  with  deaf  ears. 

"I  asked  Gary  if  he  had  ever  thougi 
about  starting  his  own  business,  andl 
said  he  hadn't,"  Kao  says.  "He  was  pro! 
ably  half-joking,  but  he  then  said  that! 
would  only  start  a  company  with  me. 

So  Kao  and  Burrell  left  Allied  with 
months  of  each  other  in  1989.  Wee 
later  they  were  on  a  plane  to  Taip. 
eventually  raising  $4  million  by  clean. 
out  their  savings  accounts,  and  tappi 
investment  bankers  and  Kao's  frien 
and  family. 

At  the  time  the  Pentagon  was  si 
building  the  GPS  system,  which  uses  t 
radio  signals  transmitted  by  the  satellr 
to  determine  the  position  of  a  recefc 
on  the  ground.  The  more  satellite 
receiver  detects  overhead,  the  more  aa 
rate  its  fix,  expressed  as  latitude  and  lc 
gitude.  The  signals  are  free  to  anyone 
the  world  who  wants  to  use  them. 

Kao  and  Burrell  hired  a  dozen  en 
neers  in  Lenexa,  Kans.  to  design  and  bi. 
their  first  prototype,  the  $2,500  GPS ' 
for  boaters.  It  was  a  hit  right  out  oft 
gate,  generating  a  5,000-unit  back 
soon  after  its  debut  at  a  trade  show. 

While  most  tech  companies  dc 
reveal  their  product  plans  until  tl 
wares  are  in  the  hands  of  retailers,  G 
min  would  stoke  demand  by  showing 
prototypes  months  before  they  w 
ready  for  sale.  They  could  do  t 
because,  unlike  most  electronics  fir ) 
which  outsource  everything,  Garmin  c 
sources  almost  nothing.  Its  factory  in'  J 
wan  produces  consumer  products,  w 
another  at  headquarters  produces  a 
tion  gear.  Gross  margins  have  risen  e 
year  since  the  mid-1990s. 

Garmin's  biggest  frustration 
been  in  wooing  automakers.  It  do 
nates  the  $170  million  global  busii 
for  aftermarket  GPS  receivers.  But  ai 
makers  are  building  receivers  into  d 
boards,  and  will  spend  $5  billion 
year  doing  it,  according  to  one  estir 
by  market  researcher  ABI,  none  of  i 
far,  with  Garmin. 

Be  patient,  Kao  says.  Garmin  s| 
a  decade  building  its  80%  share  oi 
civil  avionics  business.  "So  far  w 
been  in  the  automotive  aftermarket 
three  years." 


The  Speedmaster 
Legend  lives  on 


Speedmaster 
Broad  Arrow 


Broad  Arrow  was  the  name  given  to  the  hands  of  the  original  Omega 
Speedmaster  in  1957.  Since  then  it  has  become  a  legend  by  being  the  first 
and  only  watch  worn  on  the  moon.  The  legend  lives  on  with  the  exclusive 
Speedmaster  Broad  Arrow,  which  incorporates  a  column  wheel  mechanism, 
the  sign  of  a  truly  superior  chronograph. 
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The  Grafters 

Greater  Hollywood's  hot  new  architects  are  German. 


BY  DEBORAH  STEINBORN 

AT  FIRST  G I 
headqua 
what  you'd  e 
transcontinoi, 
firm  that  got 
ing  a  personal  studio  for  i.  . 

plain  hrown  prefabricated 
office-  still  looks  a  lot  like  1 1 
man  kindergarten  it  once  was:  a  st< 
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y  above  the  entrance,  orange  floors 
liild-size  toilets  inside,  a  playground 

ser  look  the  place  has  a  style  all 

;  ntique  trouve  table  lamps  that 

'.own  from  the  ceiling,  in 

the  kiddie  decor,  are  the 

artners'  conversion  of 

;  into  a  beach-volley- 


ball court  is  another. 

If  you  think  of  the  verb  from  whi 
took  its  name,  "graft"  fits  what  the 
does.  Since  1998  it  has  combined  ma ' 
als,  styles  and  even  cultures  that  con 
tionally  aren't  thought  to  go  together 

"We  aren't  looking  for  a  signa 
style,"  says  35-year-old  Tho' 
Willemeit,  one  of  the  firm's  three  j 
ners.  "Our  philosophy  is  to  bring  toge 
as  many  interesting,  different  approa : 
and  ideas  as  possible,  then  see  || 
comes  out  of  it,"  says  Willemeit. 

"That's  what  distinguishes  them  1 1 
other  young  architects  I  know,"  says 
ture  and  art  critic  Dave  C.  Hickey. 

So  far,  what's  come  of  Graft's  estl 


ft's  Thomas  Willemeit,  Wolfram  Putz 
Lars  Krueckeberg. 


Dach  is  an  unusual  mix  of  accounts, 
between  Europe  and  the  U.S.  In 
ion  to  architectural  projects  for  Hol- 
od  stars  and  production  companies 
le  U.S.  and  Europe,  Graft — which 
lias  an  office  in  Los  Angeles — has 
loped  sets  for  a  Will  Smith  music 
)  and  a  Dr  Pepper  TV  commercial  in 
eration  with  J.  P.  Flack,  a  Los  Angeles 
lirector.  It  designed  the  popular 
no  Cafe  on  Hollywood's  Highland 
ue,  as  well  as  "Glow:  Living  Lights," 
veling  science  exhibit  that  launched 
n  Diego  in  May. 

irt  critic  Hickey  chose  the  firm  to 
a  look  to  Santa  Fe's  International 
nial  Art  Exhibition  in  2001,  for 


which  he  was  curator.  At  Universal  Stu- 
dios' Panoply  Pictures,  executives  and 
clients  sit  on  funky  furniture  designed 
by  Graft.  In  Las  Vegas  a  Graft  design 
is  incorporated  into  condominiums 
under  construction  behind  the  Bellagio 
Hotel  &  Casino. 

Overseas  projects  include  a  design 
hotel  along  the  Ku'Damm  in  Berlin,  set  to 
open  in  spring  2004.  The  town  of  Scan- 
dicci,  next  to  Florence,  is  at  work  on  a  city 
park  designed  by  Graft. 

Though  the  firm  declines  to  discuss 
its  fees,  clients  say  Graft  saves  them  lots  of 
money.  Graft's  work  on  the  Glow  exhibit 
cost  less  than  $75,000,  maybe  a  fifth  of 
what  established  architects  would  have 
asked,  according  to  the  head  of  the  spon- 
soring group.  Meantime,  the  boss  of  Zeal 
Pictures  Europe  says  the  work  on  the  pro- 
duction company's  Berlin  offices  cost  a 
third  of  some  competing  bids. 

Willemeit  and  his  partners,  Lars 
Krueckeberg,  36,  and  Wolfram  Putz,  35, 
met  in  1989,  during  their  first  week  of 
classes  at  the  Technical  University  of 
Braunschweig,  a  Bauhaus-inspired  but 
unheralded  school  in  the  northern  Ger- 
man countryside.  They  studied  under 
Harmen  Thies,  a  professor  of  architec- 
tural history  who  believed  that  invention 
is  achieved  through  the  combination  of 
apparent  opposites. 

Several  years  later  Krueckeberg  and 
Putz  met  again — this  time  as  graduate 
students  at  the  experimental  Southern 
California  Institute  of  Architecture 


Aficionado: 

Brad  Pitt's 

studio. 


(SCI-Arc)  in  Los  Angeles.  They  hung 
around  L.A.  and,  before  reuniting  with 
Willemeit,  brought  in  another  ex-class- 
mate to  bid  work  out  of  a  shared  two- 
bedroom  apartment. 

One  of  their  first  projects  was  remod- 
eling Pitt's  studio  adjacent  to  his  main 
house;  later  they  worked  on  the  actor's 
beach  house  in  Santa  Barbara.  Pitt  has  an 
interest  in  experimental  architecture  and 
took  to  the  Germans'  ideas.  Word  of 
mouth  soon  gave  the  firm  an  edge  with 
other  Hollywood  projects. 

Graft's  partners  know  some  of  their 
ideas  might  be  viewed  as  outlandish — at 
least  at  first  glance.  But  they  don't  mind. 
"You  might  do  a  really  radical,  abstract 
design  for  a  competition  and  six  months 
later  get  two  contracts  for  hotels,"  says 
Krueckeberg.  "Any  project  could  be  the 
next  turning  point  in  your  career." 

Two  years  ago  the  firm  submitted 
designs  for  a  futuristic  house  to  a  weekly 
supplement  to  Germany's  national  news- 
paper Siiddeutsche  Zeitung.  Called  Knot 
House,  Graft's  proposed  house  was  raised 
on  translucent  concrete  structures.  Strips 
of  lawn  were  used  as  both  walls  and  floor- 
ing, creating  raised,  curved  and  planted 
rooms  within  the  house.  Elements  of  the 
design  are  now  part  of  a  proposal  for  a 
U.S.  hotel  developer. 

To  Krueckeberg,  splitting  time 
between  Germany  and  the  U.S.  is  a  fitting 
nod  to  the  firm's  origin.  "The  similarities 
and  the  differences  between  Berlin  and 
L.A.  still  fascinate  us,"  he  says.  F 
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Nature.  Toyota's  revolutionary  new  Hybrid  Synergy  Drive"  combines  a  gasoline  engine  with  a  powerful  electric  motor  that 
eeds  to  be  plugged  in.  The  result?  Super-efficient,  super-charged  performance.  This  groundbreaking  yet  affordable  technology 

roads  this  fall  in  the  next  generation  Prius.  Prius  achieves  nearly  2.5  times  the  average  fuel  efficiency  of  conventional  vehicles 
se  to  90%  fewer  smog-forming  emissions  -  all  while  accelerating  from  0  to  60  mph  in  20%  less  time  than  its  competitor.* 

Prius,  Hybrid  Synergy  Drive  will  be  available  in  more  and  more  Toyota  products  -  including  SUVs. 
ybnd  Synergy  Drive,  we're  helping  save  the  planet.  Faster. 
.com/tomorrow 

jrer"s  testing  (or  2004  est.  city  &  combined  mpg.  0-60  mph  for  comparison  only.  Obtained  with  prototype  vehicle  by  professional  using  special  procedures.  Do  not  attempt.  ©2003 
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Antiviral 

Drugs 

Antivirals  are  fast  ^^ 

becoming  the  drugs 
of  the  21st  century. 
In  the  race  to  develop 
them,  a  once-struggling 
biotech  stands  out. 

BY  KERRY  A.  DOLAN  AND  Z1NA  MOUKHEIBER 


OHN  MARTI  N  ; E  PAPARAZZI.  THE  CHIEF  EXECUTIVE  OF 
Gilead  Sciences  carries  a  <  lanon  Elph  pocket  camera  that  he  whips  out  to  capture 

Gilead  moments.  One  i  ai  a  Washington  restaurant.  Regulators 

had  just  dealt  a  big  setback  I  Jrug,  and  Martin  snapped  a  shot 

of  his  glum-looking  resear  i  ng.  Cut  to  October  2001  and  the 

same  restaurant:  Gilead  s  jusi  won  approval,  and  Martin 

focuses  again  on  his  top  s<  i  [ngi 

When  Martin  showed  the  ,  his  employees  at  the  party  cel- 
ebrating the  new  drug,  they  roared  ii                                            .  Qty,  Calif-based 
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Gilead  has  been  on  a  tear.  Viread  ma 
the  best  HIV  drug  on  the  market,  ai 
now  approaches  $600  million  a  ye< 
sales.  The  biotech  shop  has  celebrated 
more  drug  approvals,  one  for  hepati 
last  year  and  another  for  HIV,  cleare 
July.  Gilead  was  founded  in  198 
develop  an  entirely  new  generatio 


that  could  slay  viruses,  one  of  med- 
's  most  elusive  and  lethal  nemeses. 
Gilead  is  at  the  forefront  of  a  boom 
itivirus  drugs,  working  on  a  small 
lal  of  new  weapons  with  nine-digit 
»ue  potential.  "The  pace  of  scientific 
very  has  been  phenomenal,"  Martin 

"It's  a  burgeoning  field."  Adds 


William  Haseltine,  chairman  of  Human 
Genome  Sciences  and  an  expert  on 
viruses:  "We  are  entering  the  golden  age 
of  antivirals." 

This,  antiviral  push  is  bolder  than  it 
sounds.  Since  1928  doctors  have  used 
more  than  80  antibiotics  to  treat  bacterial 
infections  such  as  pneumonia,  ear  infec- 


tions and  tuberculosis.  But  antivirus 
drugs,  aimed  at  viral,  rather  than  bacter- 
ial, invaders — HIV,  herpes,  hepatitis,  flu, 
the  common  cold — have  been  harder  to 
come  by  because  viruses  are  harder  to 
outwit  and  tame. 

Bacteria  are  distinct  invader  cells  that 
are  easily  targeted  by  a  drug.  But  viruses 
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Antivirals 


Homing  in  on  nature's  tiny 

prey:  HIV  (below),  SARS 

(bottom),  Hepatitis  C  (right). 


aren't  distinct  organisms. 
They  are  parasitic,  rov 
ing  bits  of  genetic 
material  wrapped  in 
membrane-piercing 
proteins.  Hundreds  of  ' 
viruses  exist,  but  only  * 
some  cause  visible  symp- 
toms and  debilitating  dis- 
eases. To  thrive,  they  latch  onto 
a  healthy  host  cell  and  hijack  its  repro- 
ductive machinery,  cranking  out  copies  of 
themselves  and  spinning  off  mutant  ver- 
sions that  resist  any  one  drug.  That  makes 
it  tougher  to  target,  separate  out  and  kill 
viruses  without  also  killing  the  cells  they 
have  infiltrated. 

"It's  a  numbers  game,"  says  David 
Baltimore,  a  Nobel  laureate  and  codiscov- 
erer  of  an  enzyme  that  helps  HIV  repli- 
cate, who  heads  the  California  Institute  of 
Technology.  "Viruses  come  in  such  enor- 
mous numbers,  and  they  build  up  muta- 
tions of  every  possible  sort ." 

The  first  antiviral  didn't  emerge  until 
the  1960s,  and  only  four  won  approval  in 
the  next  25  years  or  so.  Then  ui  ■  AIDS 
pandemic  triggered  a  cascade  of  ant  ira) 
research,  spawning  23  HI\  drugs  in  '  5 


years.  That,  in  turn, 
boosted  understand- 
ing of  hepatitis  B 
and  C  and  still  other 
viruses.  And  the  map- 
ping of  the  genome 
let  scientists  decode 
the  genetic  blueprint  of 
new  viruses  like  SARS,  the 
virus  that  swept  China  in  the 
spring,  in  a  few  days. 

Forty-two  antivirals  have  been 
approved  by  the  Food  &  Drug 
Administration,  and  four  newcom- 
ers have  been  cleared  in  the  last  13 
months.  Another  60  antivirals  have 
begun  clinical  trials,  aimed  primar- 
ily at  HIV,  the  virus  that  can  lead  to 
AIDS,  and  hepatitis  B  and  C.  Also  in 
the  works:  an  oral  pill  to  prevent 
smallpox  (thereby  disabling  a  terror 
weapon)  and  a  drug  to  treat  SARS.  In  a 
decade  or  so  we  may  have  a  cure-all  for 
the  cold.  (Drugs  for  the  flu  already  are 
available.)  Sales  of  antivirals  will 
total  $10.6  billion  this  year,  less 
than  half  the  size  of  the  mar- 
ket for  antibiotics  ($24  bil- 
lion), but  antivirals  could 
approach  $14  billion  in 
three  years,  says  market 
research  firm  Business 
Communications. 
After  years  of  regulatory 
struggles  and  stops  and  starts, 
Gilead  is  reaping  the  rewards  of 
its  bet  on  viruses.  It  has  four  antivirals  in 
human  trials  and  at  least  another  two 
candidates  in  the  lab.  Its  annual  revenue 
is  up  480%  in  three  years,  to  about  $870 
million,  and  Gilead  turned  its  first  profit 
last  year  and  could  earn  over  $300  million 
in  2003.  Its  stock  has  tripled  since  January 
2000  to  $59,  giving  Gilead  a  market  capi- 
talization of  $12  billion  (a  daunting  31 
times  earnings,  but  hey,  it's  biotech). 

The  company  traces  its  roots  to  a  ven- 
ture capitalist  with  a  runny  nose.  H. 
DuBose  Montgomery  of  Menlo  Ventures 
gol  a  particularly  bad  cold — a  virus — in 
1987,  and  in  his  misery  he  wondered  why 
so  few  antivirals  existed  when  so  many 
antibiotics  were  in  use.  With  his  venture 
colleague  Michael  Riordan,  he  launched 
Gilead  in  1987.  Riordan.  a  doctor  with  a 


Harvard  M.B.A.,  set  out  to  use  a  f< 
technique  called  antisense  to  devi 
antiviral  drugs.  The  idea  never  mai 
past  the  test  tube,  but  Gilead  accum 
a  wealth  of  knowledge  on  nucleoti 
the  building  blocks  of  DNA  and  a 
attack  site.  It  needed  a  chief  scientist 
in  1990  Riordan  recruited  John 
who  rose  to  chief  executive  in  1996 

A  chemist  by  training,  Martin 
seasoned  virus-hunter.  In  the  early 
at  a  company  called  Syntex  (now 
Roche),  he  developed  Cytovene  to 
viral  infection  of  the  eye  that  can 
AIDS  patients  and  recipients  of  o 
transplants.  More  recently  he  had  J 
antiviral  research  at  Bristol-Myers,  hi 
ing  produce  the  second-ever  HIV  d 
(Videx,  in  1991),  and  the  HIV  drug  Zl 
But  Bristol-Myers  merged  with  Squibl 
1989  and  cut  back  on  HIV  spending.  M 
tin  quit,  leaving  behind  an  untapj 
trove  of  drugs  that  would  likely  nevef 
tested.  That's  okay;  he  would  return. 

At  Gilead,  Martin  redirected  I 
research  focus — and  abandoned  a 
sense.  "John  put  his  foot  down  and  i 
the  future  is  in  antivirals,"  recalls 
Milligan,  Gilead's  chief  financial  office* 
was  the  largest  unmet  medical  need  1 
to  cancer  ...  a  great  niche  to  get  into." 

At  the  time  Gilead  had  only 
employees  but  a  superstar  lineup,  inc 
ing  Norbert  Bischofberger,  an  Austr 
born  nucleotide  expert  who  had  joi 
from  Genentech;  William  Lee,  co-int 
tor  of  Roche's  immune-suppressive  c 
Cellcept,  and  John  (Jay)  Toole,  foun 
scientist  at  Genetics  Institute,  when 
led  the  team  that  won  a  patent  for  cloi 
a  human  coagulation  gene.  "Pound 
pound,  they  can  match  up  with  anyb 
in  academia  and  industry,"  Ed  C. ' 
mont,  director  of  the  division  of  AIDS 
unit  of  the  National  Institutes  of  He 
says  of  Gilead's  scientists  today. 

Martin's  number  one  target  was 
To  jump-start  Gilead's  efforts,  he  \ 
back  to  Bristol-Myers  to  take  car 
unfinished  business.  While  working  tl 
he  had  licensed  a  library  of  compoi 
from  two  European  scientists  whose  \ 
on  viruses  had  grabbed  his  attent 
Bristol-Myers  had  dumped  them  as 
of  its  cutbacks  after  the  Squibb  me 
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Martin  wanted  to  pick  up  those  scraps  for 
Gilead.  He  lined  up  the  two  scientists' 
support,  agreeing  to  pay  them  3%  of  any 
resulting  revenue.  Bristol-Myers  didn't 
get  a  dime. 

That  library  provided  three  Gilead 
drugs  that  made  it  to  market:  Viread  for 
HIV,  Vistide  for  AIDS  and  Hepsera  for 
hepatitis  B.  Their  combined  sales:  $645 
million  this  year. 

On  the  surface,  Viread  seemed  to 
work  like  AZ'I  and  Zerit,  but  underneath 
it  worked  bel  <  ind  Zerit  are  nucle- 

oside enptase  inhibitors — 

decoy  nucle  .  Tool  the  HIV  virus 

into  insei  I  nto  developing 

strands  oi  -   by  fouling  up 

replication.   Bui  a  structural 

weakness  (a  fl  ]  that  viral 

enzymes  can  i  hardier 

phosphate  chemis 

Although  prom  is  all  fest- 

tube  conjecture.  Tlu    !•  t 


Cooking  up  ground- 
breaking drugs  for 
hepatitis  B  and  C: 
Idenix  Chief  Executive 
Jean-Pierre  Sommadossi. 

nificant.  Because  it  was 
negatively  charged/the 
compound  that  would 
become  Viread  was  poor 
at  penetrating  cells — 
which  meant  it  could  not 
be  a  pill,  only  an  injec- 
tion, and  a  barrier  to 
treatment.  Scientists  also 
feared  it  could  damage 
kidneys,  a  fear  that  would 
prove  unfounded.  A 
Gilead  research  team  set 
out  in  1993  to  solve  the 
absorption  problem  by 
fiddling  with  the  com- 
pound to  make  it  more 
lipid-like.  It  took  four 
years  to  prepare  Viread 
for  trials. 

Meanwhile,  Gilead 
suffered  setbacks  else- 
where. It  had  high  hopes 
for  Vistide,  a  drug  to  treat 
herpes,  genital  warts  and 
a  retina-destroying  virus 
in  late-stage  AIDS 
patients.  But  in  animal  tests  in  1995  rats 
developed  tumors,  and  Martin  had  to  cut 
the  program.  He  carried  on  only  with  a 
treatment  for  eye  infection,  but  by  the 
time  Vistide  hit  the  market  in  1996,  HIV 
drugs  were  starting  to  prolong  the  lives  of 
patients  and  reduce  the  need  for  Gilead's 
drug.  Sales  never  amounted  to  more  than 
$10  million.  "We  felt  that  everything  was 


falling  apart,"  recalls  Milligan,  the  c 
financial  officer. 

In  1996  Martin  became  chief  exe 
tive,  replacing  Riordan,  who  retin 
Paris.  Then  came  another  letdo 
1999  an  advisory  panel  to  the  FDA  vj 
down  Gilead's  HIV  drug,  Preveon, 
also  came  from  Bristol-Myers'  li 
because  it  harmed  kidneys.  (Thi 
when  Martin  took  the  snapshot  of  a 
lay  Toole  in  the  Washington  restaur; 

Luckily,  the  company  had  e 
cash  to  keep  going.  In  1999  it  ac 
NeXstar  Pharmaceuticals  for  $55 
lion  in  stock,  gaining  $130  milli 
annual  sales  of  an  antifungal,  AmBi 
and  a  sales  force.  That  let  Gilead 
Viread's  trials  without  having  to  lind 
backing  from  a  big  drugmaker.  The  si 
year  Tamiflu,  an  influenza  drug  it! 
developed  with  marketing  partner  Rof 
got  FDA  approval. 

In  2001  Gilead  got  its  big  break  w 
Viread  (and  Martin  took  his  "afj 
photo  of  Toole).  The  data  on  Vireadl 
impressive.  Less  than  3%  of  patients  4 
took  the  drug  over  the  past  two  yl 
developed  the  drug's  signature  mutatl 
Only  1%  acquired  a  disturbing  disol 
that  causes  uneven  distribution  of  bj 
fat  and  can  lead  to  heart  disease;  12^ 
patients  on  Zerit  acquire  it. 

Viread  became  an  instant  hit  beca 
patients  need  take  it  only  once  a  day,  cfl 
pared  with  twice  a  day  for  rival  drugs.  1 
boosts  compliance  and  reduces  chafi 
that  HIV  can  spin  out  a  resistant  mutati 
Viread  is  now  gaining  share  at  the  expc 
of  Zerit,  the  drug  Martin  helped  deve 
at  Bristol-Myers.  Gilead,  lacking  a  big 
budget,  woos  doctors  by  putting  out  a  s 


Top-Selling  HIV  Drugs  in  the  U.S. 


Gilead's  drug  Viread  has  quickly  climbed  the  ranks  since  its  approval  in  October  20 
Giants  GlaxoSmithKline  and  Bristol-Myers  Squibb  still  dominate  the  HIV  market. 


Drug 

SALES  (SMIL) 

Company 

20031 

2002 

2001 

Combivir 

$352 

$606 

$636 

GlaxoSmithKline 

Trizivir 

248 

352 

177 

GlaxoSmithKline 

Kaletra 

240 

338 

213 

Abbott  Laboratories 

Sustiva 

219 

332 

281 

Bristol-Myers  Squibb 

Viread 

204 

181 

8 

Gilead  Sciences 

'Sales  figures  through  July.  Souice:  IMS  Health. 
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WE'VE  ALWAYS  KEPT  OUR  PROMISES.   WE'VE  ALWAYS  BEEN  A 
MUTUAL  COMPANY.   COINCIDENCE?   WE  DON'T  THINK  SO. 


We  believe  in  keeping  our  promises.  That's  why  we're  a  mutual  company.  Being  mutual 
means  we're  owned  by  our  policyholders,  not  stockholders.  Rather  than  focusing  on 
guarterly  results,  we  care  about  the  long  term.  After  you  buy  a  New  York  Life  policy,  you 
may  not  need  us  for  years,  or  even  decades.  But  when  you  do,  we'll  be  there.  To  us,  our 
policyholders  are  really  buying  a  promise  -  that  we'll  be  here  to  pay  a  claim,  fund  your 
retirement,  or  pay  for  nursing  home  costs.  That's  why  New  York  Life  focuses  on  what 
really  matters  in  the  long  term:  financial  strength  and  integrity.  You  can  trust  that  we'll 
keep  our  promises  to  you,  just  as  we  have  for  over  155  years. 


The  Company   You  Keep.® 

WWW.NEWY0RKLIFE.COM/MUTUALITY 

To  arrange  a  discussion  with  a  New  York  Life  agent,  call  1-888-963-7946. 


Antivirals 

of  data  showing  Viread  to  be 
more  effective  than  Zerit,  with 
fewer  nasty  side  effects. 

Now  Martin  hopes  to  get  a 
one-two  punch,  combining 
Viread  with  another  once-a-day 
drug  to  take  on  the  gold  standard 
in  HIV  treatment,  Combivir,  a 
combination  of  the  drugs  AZT 
and  3TC,  made  by  GlaxoSmith- 
Kline.  Combivir  had  U.S.  sales  of 
$606  million  last  year.  For  a  part- 
ner drug  to  Viread,  Gilead  ac- 
quired Triangle  Pharmaceuticals 
last  December  for  $464  million  in 
cash.  Martin  wanted  Triangle's 
drug  Emtriva,  an  HIV  drug  in  late 
trials.  Like  Viread,  Emtriva  blocks 
the  reverse  transcriptase  enzyme 
from  replicating. 

In  July  he  got  a  step  closer  to 
his  two-drug  punch  when  the 
FDA  approved  Emtriva.  By  2005 
he  hopes  to  win  FDA  blessing  for 
one  pill  combining  Viread  and  Emtriva, 
providing  an  alternative  to  Combivir, 
which  must  be  taken  two  times  a  day.  In 
August  Gilead  began  a  48-week  trial  pit- 
ting a  cocktail  of  Viread,  Emtriva  and  a 
third  drug,  Sustiva,  from  Bristol-Myers, 
against  a  Combivir- Sustiva  combo.  Martin 
concedes  this  is  driven  by  marketing.  "The 
AIDS  market  is  driven  by  data,"  he  says. 

But  Martin  admits  it  will  be  a  chal- 
lenge to  get  doctors  to  switch  Combivir 
patients  to  a  new  regimen.  Gilead,  mean- 
while, has  begun  trials  for  a  more  potent 
version  of  Viread.  It  also  is  developing  a 
protease  inhibitor  for  HIV  and  a  drug  for 
hepatitis  C. 

Glaxo  and  Bristol-Myers  are  fighting 

Promising  Pipeline 


Biggest  Viral  Epidemic  Outbreaks 
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Sources:  Professor  Kenrad  Nelson,  Johns  Hopkins; 
World  Health  Organization;  UN  Aids. 


back.  Glaxo  has  a  once-daily  combination 
of  HIV  drugs  Epivir  and  Ziagen  currently 
in  late-stage  trials,  and  Bristol-Myers  has 
won  approval  for  a  once-a-day  Zerit  pill. 
"We  have  a  lot  of  hope  with  that  fixed- 
dose  combination,"  says  Doug  Manion,  a 
vice  president  at  GlaxoSmithKline. 

Plenty  of  challenges  loom.  Each  year 
36,000  people  in  the  U.S.  die  from  in- 
fluenza. Strains  of  drug-resistant  HIV  are 
on  the  rise;  now  half  of  all  patients  experi- 
ence some  resistance.  For  hepatitis  C,  exist- 
ing drugs  work  on  only  half  of  all  patients. 

But  we  have  come  a  long  way  in  a 
short  time.  Giant  drugmakers  and 
biotech  boutiques  alike  are  developing 
new  classes  of  drugs  to  treat  the  largest  or 


An  intense  focus  on  HIV  drug  development  has  led  to  new  ways  to  attack  HIV  and 
hepatitis  B  and  C.  Below,  some  of  the  most  promising  novel  drugs  now  in  trials. 


Company 
Gilead 


type  of  drug  Disease  it  treats 
viread1   HIV 


Trial  stage 


bioequivalency  & 
stability  trials2 


Idenix 


Merck 


'epatitisB 


late 


HIV 


early 


Pfizer 
Schering-Ploi 


early 


h   ' 


early 


'Combination  pi! 


1 1'  already  ap 


phase  trials      -  not  required.  Source:  Company  reports. 


fastest-growing  virus  markets — HIV,  1 
pes,  hepatitis.  Trimeris,  a  Durham,  > 
biotech,  and  Roche  won  approval 
March  of  Fuzeon,  a  "fusion  inhibit,' 
that  blocks  the  HIV  virus  from  entei 
the  human  immune  cell.  It  is  the  first  n 
class  of  HIV  drugs  in  seven  years.  Ano1> 
new  class  of  HIV  drugs — called  O 
inhibitors — is  now  being  tested.  Merc 
working  on  an  HIV  vaccine,  sometb 
that  biotech  firm  VaxGen  pursued 
failed  in  trials  earlier  this  year. 

A  few  companies  are  making  head 
against  hepatitis  B  and  C,  diseases  i 
affect  520  million  people  globally  and 
cause  liver  cancer.  Cambridge,  Ma 
based  Idenix,  founded  by  French  pi 
macologist  Jean-Pierre  Sommadossi, 
a  novel  hepatitis  B  drug  in  late-stage 
als.  Novartis  was  so  impressed  v 
Idenix  that  it  spent  $255  million  f 
50%  stake  in  Idenix  in  March,  marl 
Novartis'  entrance  into  the  antiviral  £ 

For  Gilead  and  others,  the  elu 
nature  and  vehement  replication 
viruses  present  abundant  opportuni 
"We  need  to  be  ever  vigilant  to  the  er 
gence  and  reemergence  of  infectious 
eases,"  says  Human  Genome's  Hasell 
"There  will  be  a  perpetual  to  and 
between  humanity  and  viruses." 
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new  driver:  $280 


new  hard  drive:  $102 


keeping  business  and  pleasure  separate  (at  least  on  your  credit  card):  priceless 


for  more  ways  the  MasterCard  BusinessCard®  Can  help  keep  track  of 
small  business  expenses, go  to  mastercardworking.com  or  call  l-866-MCWORKING. 
there  are  some  things  money  can't  buy.  for  everything  else  there's  MasterCard.® 
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This  is  not  a  drill  A  recent  study  identified  financial  statistics,  R&D 
data,  strategic  plans  and  customer  lists  as  the  top  information  items  stolen 
om  companies.  Why?  Because  the  more  this  information  empowers 
he  more  valuable  it  becomes.  Unprotected,  it  makes  a  juicy  target, 
random  attacks  can  cost  you.  The  Radicati  Group  says  malicious 
ci  ■  ise  over  $57B  in  economic  damage  by  2006.  The  answer? 

Seci   itys      :  ions  that  work  in- ide,  outside  and  end  to  end. 


"Can  I  see  some  I 


* 

A  guide  to  the  on  demand  world:  Security 

How  to  tell  anyone 
anything  without  telling 
everyone  everything. 

It's  a  tightrope.  And  as  an  on  demand  business,  you're 
walking  it.  On  one  hand  you  need  to  be  responsive, 
flexible  and  welcoming.  On  the  other  you  need  to 
protect  the  vital  data  that  makes  such  flexibility  and 
responsiveness  possible.  Accessible  and  user-friendly 
but  still  secure.  Open  to  anyone.  But  not  everyone. 

Countless  suppliers,  vendors  and  partners  are  connected  to  your 
systems.  Some  on  the  periphery,  some  so  tightly  integrated  that 
they  have  direct  access  to  your  processes.  That  gives  you  the  power 
to  think  faster,  share  more  easily  and  react  together  as  one.  As  an 
on  demand  business,  it's  your  point  of  strength.  A  comprehensive 
security  strategy  can  stop  it  from  becoming  a  point  of  pain. 

)an  you  see  it?  It's  an  on  demand  world.  And  you  don't  have 
me  to  wrestle  with  multiple  security  systems.  Think  all-in-one. 
JM's  Security  Event  Management  solution  can  centrally  manage 
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y.  Backed  by  IBM's  thousands  of  industry  experts 
specialists,  it  protects  .the  bank,  without  breaking 
-ecurity.  Get  there  with  @  business  on  dem,'  ,d'u 

ibm.com/ondemand 

One  Hand  Giveth .. 

Too  many  trustees  of  tax-exempt  foundations  seem  to  have  trouble  keepinj 
their  hands  out  of  the  cookie  jar.  [ 


ne  reason:  No  one  is  watching. 


BY  TOMAS  KELLNER  AND  ROBERT  LENZNER 


DO  YOU  NEED  A  FAT  TAX  BREAK 
and  have  millions  on  hand? 
Here's  a  tip:  Establish  your  own 
charitable  foundation.  If  you 
need  the  money  later,  lid  the  foundation 
in  the  guise  of  draw  salary  as  a 

trustee.  It's  perfectly  lega  pi  for  the 

most  egregious,  abusive  cas<      Now  the 
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problem  is  drawing  attention  from  Con- 
gress, watchdog  groups  and  prosecutors, 
especially  in  California  and  New  York.  As 
William  Josephson,  an  assistant  attorney 
genera]  in  New  York,  puts  it:  "The  donors 
in  these  private  foundations  can't  distin- 
guish  between  their  own  money  and  the 
founda    >n's  money." 


Take  a  look  at  Gary  and  Carle 
Bielfeldt  of  Peoria,  111.  Gary  Bielfeldt 
it  big  in  the  bond  market  in  the  m 
1980s,  trading  as  much  as  $145  bill 
in  government  bonds  and  making  ! 
million  to  $53  million  a  year,  accord 
to  tax  court  documents.  His  trad 
prowess  was  cited  in  the  1989  b( 


YOl  KNOW  HOW  TO  SET 


ALARM  (LOCKS  FROM  AT  LEA 


DM  FERENT  MANUFACTURERS. 


LEVEN 


You're  a  seasoned  traveler,  able  to  effortlessly  configure  your  modem 
lor  both  H-  and  9~dialou1  hotel  phones.  You  are,  in  other  words, 
a  prime  candidate  for  Milton  HHonors?  As  an  HHonors  member, 
you'll  find  a  Hilton  family  hotel  waiting  for  you  wherever  you  go. 
HHonors  welcomes  you  with  rewards,  privileges  and  the  unmatched 
opportunity  to  Double  Dip  -to  earn  both  hotel  points  and  airline 
miles  lor  every  sta\  at  our  2,400-plus  hotels  worldwide.  To  make 
a  reservation,  visit  hiltonhhonors.com  (but  of  course,  you  already 
knew  that),  or  rail  1-800-HHONORS. 


Hilton  HHonors* 

Poinls&Miles- 


CONRAD 

■  Otll. 


DoubleTree- 
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TheHilton  Family 


ARE  YOU  IN  THE  KNOW? 


Hilton  HHonors  membership,  earning  of  Points  &  Miles;  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  ©2003  Hilton  HHonors  Worldwide. 


New  York  prosecutorl: 


and  donated  the  same  amount  of  mon 
each  year,  the  foundation  would  have  $i 
million  in  assets  today.  That  includes  pa 
ing  the  Bielfeldts  $2  million  in  total  ma 
agement  fees  (at  the  0.2%  rate  of  ■ 
guard's  S&P  500  fund). 

All  told,  the  family  paid  itself  81  cei 
for  every  dollar  it  gave  away.  The  Bielfeld 
probably  won't  pull  the  same  trick  agi 
Gary  lost  his  tax  appeals  all  the  way  tot 
U.S.  Supreme  Court  and  is  now  facinj 
$68  million  tax  lien. 

Gary  Bielfeldt  did  not  return  our ; 
peated  calls.  Neither  did  his  son  or  wife,w 
serves  as  the  foundation's  president,  nor 
lawyer.  Although  details  of  the  matter  w 
reported  in  September  in  the  Pea 
Journal  Star,  the  Illinois  attorney  gener. 
office,  which  regulates  charities,  will ! 
say  if  it  has  launched  an  investigation. 

The  Council  on  Foundations,  wh. 
represents  2,000  charities  with  a  ca 
bined  $300  billion  in  assets,  says  a  r&i 
survey  found  that  75%  of  foundations 
not  pay  their  trustees.  But  the  survey  I 
not  ask  about  other  types  of  trustee  fi 
and  regulators  say  that  the  Bielfeldt  ra 
ter  isn't  unique  among  foundatio 
Trustees,  says  Josephson,  the  New  Y< 
prosecutor,  "are  using  substarr 
amounts  of  money  to  enrich  themselvil 

The  purpose  of  a  private,  or  fam 
foundation  is  to  do  good  by  fund 


y  targets  self-dealing  foundation  trustee? 


Market  Wizards,  along  with  that  of 
people  like  Bruce  Kovner  and  Paul 
Tudor  Jones. 

In  1985  the  Bielfeldts  started  the 
Bielfeldt  Foundation  to  "benefit  Peoria," 
endowing  it  with  $30  million  in  cash. 
Through  the  year  2002  the  Bielfeldts  gave 
away  a  total  of  $24  million  to  Bradley 
University,  a  Peoria  museum,  zoo  and 
other  city  pro] 

No  question  some  good  was  done, 
but  it  turns  out  the  Bielfeldts  also  helped 
themselves  to  some  of  the  goodies.  An 
analysis  of  the  ords 

from  1985  to  200  : 

lotta  and  their  soi'  otal 

$21  million  in  a  n  the 

foundation.  All  tin 
tion  directors. 
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It  appears  the  foundation  pay  coin- 
cided with  troubles  at  Bielfeldt's  trading 
business.  For  the  first  four  years  they 
managed  the  foundation's  assets  for  free. 
However,  in  the  late  1980s  Gary's  busi- 
ness soured.  He  incurred  $172  million  in 
capital  losses,  a  tax  court  nixed  his  peti- 
tion for  an  $85  million  refund  and  the  IRS 
slapped  him  with  a  $45  million  bill  in 
back  taxes,  a  tax  court  ruling  shows.  Start- 
ing in  1990,  Gary  (and  later,  David) 
began  charging  for  managing  and  trading 
the  foundation's  assets. 

The  fees  could  certainly  not  be  con- 
sidered a  reward  for  good  performance. 
Between  the  end  of  1986  and  the  end  of 
last  year  die  $30  million  endowment  had 
shrunk  to  $13  million.  Had  die  Bielfeldts 
pul  the  $30  million  into  an  S&P  500  fund 


charitable  purposes,  such  as  sc 
kitchens  or  art  museums.  (A  public  fo 
dation  solicits  money  from  the  publ 
Foundations  have  to  distribute  59f 
assets  every  year  to  keep  their  tax-free 
tus.  That  figure  includes  administra 
expenses  required  to  run  the  foundati 
The  larger  foundations  usually  have  f 
fessional  managers,  but  all  are  require 
have  a  board  of  directors,  also  ca 
trustees.  They  are  often  corporate  m 
agers  or  family  members  who 
endowed  the  foundation  with  a  large  I 
of  money  and  used  the  donatior 
reduce,  say,  a  large  estate-tax  bill. 

To  prevent  double-dipping,  the  In 
nal  Revenue  Service's  tax  code  1 
wealthy  donors  and  family  members  fi 
being  paid  for  their  work  for  the  chari 


I 


eguet.   La   passion   laisse   des  traces. 

Stwatch  "Grande  Complication'-  in  18-carat  yellow  gold  Hand-wound  mechanical  movement.  Hour 
minute  dial  off-centred  B-shaped  small  seconds  hand  on  the  Tourbillon  shaft.  Silvered  gold  dial. 
d-engraved  on  a  rose  engine    Sapphire  case  back    Water-resistant. 


wartime 

extraordinary  watches  &  jewelry 

Westime:  Westside  Pavilion.  Tel:  888-9westime 
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However,  the  revenue  code  has 
a  big  loophole.  It  allows  payment  to 
a  trustee,  provided  it  is  "not  exces- 
sive," for  services  that  are  consid- 
ered "reasonable  and  necessary." 

What  is  "excessive"  and  what  is 
"reasonable"  is  any  lawyer's  opin- 
ion, however.  "The  standards  are 
highly  subjective,"  says  Ellen  Dadis- 
man,  a  vice  president  with  the 
Council  on  Foundations. 

The  feds  can  impose  a  5% 
excise  tax  on  a  self-dealing  transac- 
tion. But  it's  rare  that  they  do  that. 
In  2002  there  were  some  120  audits 
of  the  nation's  61,800  foundations, 
according  to  Marcus  Owens,  for- 


2001  (the  latest  filing)  from 
million  in  1990. 

Josephson's  office  began 
tigating  in  2000  after  it  learne 
the  board  owned  a  $200,000 1 
ment  in  Teaneck,  N.J.,  near  RoJ 
business  office.  "The  directors 
peatedly  breached  their  fidud 
duties  of  care  and  loyalty  tol 
Foundation,  acting  in  their  a 
interest  at  the  expense  of  the  Foj 
dation's  well-being,"  Josephso 
lawyers  charged  in  court  pap< 
Roux's  attorney  declined  commj 

Given  New  York's  statute  off 
itations,  Josephson  won't  be  abli 
recover  any  compensation  tal 


Cheers!  Liquor  distributor 


Michel  Roux: 


Living  well  at  a  charity's  expense? 


mer  director  of  the  Exempt  Organiza- 
tions Division  at  the  IRS.  It  can  also 
impose  a  5%  tax  on  "jeopardy  invest- 
ments" for  failing  to  "exercise  ordinary 
business  care  and  prudence." 

By  and  large  the  IRS  lets  the  foundations 
and  trustees  do  what  they  want,  says  Pablo 
Eisenberg,  senior  fellow  at  Georgetown 
University's  Public  Policy  Institute. 

That  leaves  enforcement  in  the 
hands  of  state  prosecutors.  Matters 
aren't  better  there.  The  states  lack 
money  and  people.  Some  37  states  have 
their  own  charities  bureaus,  with  New 
York's  the  most  robust.  Yet  Josephson's 
New  York  staff  has  only  19  lawyers  and  5 
accountants  to  comb  through  the  47,000 
private  charities  registered  with  the 
state.  He  believes  there  could  well  be 
another  20,000  or  so  that  just  don't 
bother  to  register. 

His  attorneys  are  currently 
investigating  35  New  York  founda- 
tions with  possibly  greedy  boards.  A 
typical  case:  A  couple  serving  as 
foundation  directors  who  made 
unsecured,  below-market  loans  to 
family  members  equal  to  half  the 
charity's  assets.  Josephson  is 
attempting  to  negotiate  tl 
and  won't  disclose  details. 

At  the  moment  he  is  in  court 
fighting  Michel  Roux,  who  made  a 
fortune-  running  liquor  distributor 
Can 


Marnier  and  Absolut  Vodka  in  the  United 
States.  Roux,  63,  a  Chevalier  de  la  Legion 
d'Honneur,  France's  most  distinguished 
honor,  says  he  lives  by  his  creed  "doing  well 
by  doing  good."  Some  of  Carillon's  profits 
endowed  the  Grand  Marnier  Foundation 
in  1984. 

It  turns  out,  though,  that  Roux  and 
five  other  board  members,  including 
Jacques  Marnier-Lapostolle,  the  grandson 
of  Grand  Marnier's  founder,  were  the 
charity's  greatest  beneficiaries.  In  1994 
the  directors  pocketed  $569,000  in  pay  for 
handing  out  $589,000  in  grants. 

Between  1990  and  1999,  the  six  paid 
themselves  $3.4  million  for  giving  away 
$6.5  million  in  grants  to  such  beneficia- 
ries as  Meals  on  Wheels  and  the  Friends 
of  the  Israel  Defense  Forces.  Their  char- 
ity's assets  atrophied  to  $5.7  million  in 


►  By  the  Numbers 


American  foundations  are  worth  hundreds  of 
billions  of  dollars  but  face  very  little  oversight. 


.-,•> 


1,800 


Number  of  foundations. 


$476.8  billion 


Total  assets  in  2001. 


billion  Total  assets  held  by  just  0.1% 
of  all  foundations. 


10.5  billion  Total 


grants  in  2001. 


tCenltr. 


prior  to  1996.  The  case  is  now  in  sei 
ment  talks.  Josephson  originally  askeds 
New  York  Supreme  Court  to  have 
directors  fired. 

In  1999  the  charities  bureau  brou 
a  case  against  Frank  W.  Getman  S, 
director  of  the  $11.7  million  De»i 
Foundation  in  Oneonta,  N.Y  GetiK 
had  caused  the  Dewar  Foundation, 
legacy  of  an  early  IBM  shareholder 
lend  $1.5  million  of  the  foundatu 
assets  to  Wheeler  Springs  Resorts 
risky  startup  venture  in  which  Geti 
already  had  a  personal  interest — witt 
disclosing  the  matter  to  the  rest  of 
board.  In  2002  Getman  agreed  to 
$500,000  to  the  foundation,  resign  a 
officer  and  director,  and  cover  $135 
of  his  $235,000  in  legal  fees  (the  foui 
tion  paid  the  rest). 

Congress  recently  took  a  sta 
the  problem.  The  Charitable  Gi 
Act  of  2003,  which  the  House  pa 
in  September,  raised  the  penalt 
self-dealing  from  5%  to  25%,  n 
first-class  and  business-class  air  t 
and  banned  wealthy  donors  and : 
ily  members  from  including  r 
than  $100,000  in  administratis 
penses  as  part  of  the  required 
charitable  distribution.  Problei 
the  Secretary  of  the  Treasury  stil 
to  define  what  "administratis 
pense"  means.  It  looks  like  die  ch 
game  will  go  on  for  some  time. 
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Bankseat  Driver  |  By  Jerry  Flint 

Rules  of  the  Game 


A  FORMER  CHIEF  EXECUTIVE  OF  A  BIG  THREE  COM- 
pany  once  wrote  me  to  recite  the  words  of  wisdom  he 
got  from  a  boss.  "As  a  young  man  I  had  the  good  for- 
tune to  work  for  a  very  mature  Vermonter,  who  by 
looks  and  words  fulfilled  the  vision  many  of  us  have 
of  a  true  Vermonter — few  words,  deep  thoughts. 

"He  used  to  say,  'Business  isn't  difficult — be  sure  the  incom- 
ings are  greater  than  outgoings.'  In  those  days,  long  ago,  I 
thought  that  was  a  rather  useless  idea — anybody  would  know 
that.  However,  I  never  forgot  those  words,  and  as  the  years  went 
by  I  began  to  understand  and  appreciate  the  depth  of  their 
meaning." 

I  have  a  few  more  rules 
like  that.  They  seem  too  obvi- 
ous to  need  saying.  But  they 
do  need  saying,  because  they 
are  sometimes  forgotten,  with 
catastrophic  results. 

One  rule  is  that  you 
should  seD  cars  to  people  who 
can  pay  for  them.  Too  obvi- 
ous? Not  to  the  executives 
who  have  inflated  their  top 
lines  with  sales  to  underquali- 
fied  buyers.  Yes,  success  can 
come  to  the  fellow  who  sells 
cars  without  down  payments, 
if  he  is  quickly  promoted  for 
his  sales  success.  When  the  bill 
comes  due,  he  can  fire  the 

person  who  took  his  place.  Otherwise,  selling  to  bad  credit  risks 
is  a  bummer. 

just  happened  with  Mitsubishi  in  America,  which  had 
great  [ling  cars  to  people  who  couldn't  pay.  Possibly 

you  ren  u  Mitsubishi  commercials:  loud  music,  young 

drive]  wheels  of  sporty  cars.  And  what  deals:  no  money 

down ,  no  ir  a  good  while.  Sales  kept  rising,  but  not 

thepayment  Mitsubishi  lost  hundreds  of  millions 

oi  dollai  s,  final  yet.  The  company  stopped  the 

giveaway!  ien1  and  canceled  its  U.S.  expan- 

sion plans.  Re<  ears.  But  I  know  that  in  a  few 

years  anothei    i  ;ame  thing. 

'•'he  com'!  really  don't  buy- 

lots  ol  new  cars,  i  for  now,  so  they  buy 

used  cars.  Thus,  desi  !,.  0ry  that  the 

young  will  buy  weird  iruLs:  The 

young  buyers  don't  have  nn  s  wjth 

money  usually  don't  like  we. 
was  .in  example  ol  such  a  tailii. 


When  you're 

behind,  good 

enough  is  not  good 

enough  to  catch  up. 

General  Motors' 

2004  Chevy  Malibu 

is  just  good  enough, 

not  better  than  the 

Accord  or  Camry. 


I 


boxlike  Scion  model  fits  h 
weird-looking  vehicle,  no 
(I05hp)  and  no  all- wheel 
The  bragging  of  early  su< 
will  soon  sputter  out. 

Another  rule:  Quality  r 
ters,  even  when  you  can't  s 
People  who  forget  this  r 
themselves  that  since  custi 
can't  see  the  engine  und 
hood  and  beneath  thosel 
plastic  covers,  they  won't 
the  difference  between  a  good  one  and  a  bad  one.  This  fool 
ness  is  a  good  part  of  the  reason  that  the  Japanese  and  Gern| 
have  run  wild  against  Detroit. 

Rule:  When  you're  behind  the  competition,  good  enouj 
not  good  enough  to  catch  up.  General  Motors'  2004  C 
Malibu  is  just  good  enough.  It's  not  better-looking  and  b 
performing  than  the  Honda  Accord  and  Toyota  Camry  it  c< 
petes  with. 

Rule:  Hire  a  chief  executive  who  knows  something — like 
products  and  the  customers — about  the  business  he  is 
Frankly,  there  have  been  too  many  M.B.A.s  at  the  top  j 
didn't  know  these  things  and,  worse,  wanted  to  be  surrouij 
by  other  M.B.A.S  who  didn't  know  them,  either. 

Rule:  Don't  try  to  imitate  the  competition.  No  one 
build  a  better  Japanese  car  than  the  Japanese  or  a  better  ( 
man  car  than  the  Germans.  Americans  must  build  prod 
that  shout  "U.S.A.!" 

Rule:  Don't  get  caught  up  in  fads  such  as  brand  mam 
ment,  robots,  globalism,  high  tech.  More  than  one  company 
been  distracted  into  disaster  by  chasing  fads.  Ford  got  caugh 
in  high  tech,  even  giving  free  computers  to  workers,  and  be 
that,  GM  thought  that  robots,  not  people,  improved  quality 
Rule:  Take  care  of  your  dealers.  Sooner  or  later  every  Dei 
automaker  (and  the  occasional  foreign  one,  too)  thinks  it 
bypass  the  dealers  with  company  stores  and  the  Internet 
save  all  that  retail  markup.  Huge  amounts  of  money  are  was 
bad  feelings  are  created,  and  then  the  idea  is  dropped.  Dei 
always  do  a  better  job  than  company  stores. 

Final  rule:  There's  no  place  like  home.  No  matter  how  e: 
ing  China  is,  no  matter  how  exciting  it  is  to  acquire  for 
companies,  the  heart  of  the  business  is  always  at  home.  He 
doesn't  protect  his  home  market  first  is  a  loser. 

You  thought  auto  execs  knew  these  things?  They  don 
everyone  knew  them,  the  U.S.  auto  industry — once  the  gre 
industry  on  earth — wouldn't  have  lost  40%  of  its  business. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  autort 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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Jy  Christopher  Johnston 
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City  of  Cleveland 

Jane  L  Campbell,  Mayor 


Office  of  the  Mayor 

Cleveland  City  Hall 

601  Lakeside  Avenue  Room  202 

Cleveland,  Ohio  441 14 

(216)  664-3990  ♦  Fax  (216)  420-7700 

www.city.cleveland.oh.us 


Greater  Cleveland  is  very  much  an  American  success  story.  Built  on  the 
riches  of  steel  and  automobile  manufacturing,  the  area  is  now  rocking  long- 
held  perceptions  and  emerging  as  a  leader  in  specialized  service  industries. 
We  are  organized  to  move  to  new  and  higher  levels  of  success  as  we  apply  our 
winning  formula  to  high  tech,  life  sciences,  commercialization  of  research 
and,  as  we  make  core  investments  in  basic  industries,  infrastructure,  and 
retail,  commercial  and  housing  development. 


The  City  of  Cleveland  is  the  center  of  a  dynamic  region  comprising  eight  counties  and  over  2  million 
people.  Northeast  Ohio  ranks  among  the  nation's  top  employment  centers  and  markets.  Cleveland 
boasts  world-class  health  care  facilities,  premier  banking  institutions,  and  investment,  legal  and  con- 
sulting firms.  The  City  of  Cleveland  is  proud  of  its  position  as  "core  city"  of  the  region  and  the  contri- 
butions it  makes. 


The  City  of  Cleveland's  master  plan  includes  major  initiatives  in  lakefront  development,  transportation 
improvement,  small-  and  medium-size  business  cultivation,  and  research  centers  and  university-based 
"centers  of  excellence"  that  will  spawn  and  support  emerging  opportunities  in  areas  such  as  biotechnol- 
ogy, life  sciences,  fuel  cells,  polymers  and  regenerative  medicine. 

Collectively,  Cleveland  and  Northeast  Ohio  have  the  incentives,  capital,  access,  technology  and 
expertise  to  help  businesses  of  all  kinds  and  sizes  to  prosper  and  succeed.  There  is  a  wide  range  of 
high-quality  housing  choices,  a  superb  array  of  major  league  sports,  arts  and  cultural  institutions, 
as  well  as  23  area  colleges  and  universities  from  which  to  train  and  recruit  talented  knowledge  workers. 
Time  &  Leisure  magazine  also  listed  Greater  Cleveland  as  a  top  ten  international  hot  spot. 

Businesses  will  find  an  environment  responsive  to  their  needs  and  where,  in  partnership  with  civic  and 
government  leaders,  optimism  prevails.  The  overall  approach  is  to  collaboratively  plan  investments  and 
set  community  priorities  to  best  ensure  economic  growth  in  the  region. 

As  mayor  of  the  City  of  Cleveland,  I  invite  you  to  become  a  partner  in  our  movement  to  firmly 
■  >lish  Cleveland  and  the  region  among  the  leading  economies  in  the  nation  —  one  that  is  rooted  in 
on,  eiureprcneurship  and  growth  opportunities. 


Mayor,  City  of  Cleveland 


Opportunity  Err; 


I  •-  ■■■ 


j  need  on-target  solutions,  but  your  banker 
eps  providing  off-the-shelf  ideas. 


The  Solution  is  Key. 


KeyBank 


Merchants  Mortgage  &  Trust  Corporation 

$25,000,000 

Revolving  Line  of  Credit 
June  2002 

Harnish  Group  Inc.  /  NC  Machinery 

$50,000,000 

Revolving  Credit  and 
Commercial  Paper  Facilities 

March  2003 

Polychem  Corporation 

$18,000,000 

Revolving  Lines  of  Credit 

Term  Loan 

Interest  Rate  Swap 

February  2003 

ISO  New  England 

$107,500,000 

Interest  Rate  Swap 

$44,500,000 

Lead  Agent  and  Lender 

Term  Loans 

March-June  2003 

If  "one-size-fits-all"  defines  the  thinking  of  your  current  bank,  then  look  to  KeyBank. 
We  see  your  business  from  a  more  focused  point  of  view,  with  products  and  services 
specifically  matched  to  your  company's  financial  needs.  And,  we  manage  it  all 
with  insight  that  comes  only  from  experience.  It's  the  fit  you've  been  looking  for. 
To  learn  more,  call  800-600-2680,  or  visit  Key.corn. 

Commercial  Banking 
Achieve  anything. 


Banking  products  and  services  are  offered  through  KeyBank  National  Association.  Securities-related 
products  and  services  are  offered  through  McDonald  Investments  Inc.,  member  NASD/NYSE/SIPC, 
by  its  licensed  securities  representatives  who  may  also  be  employees  of  KeyBank  National  Association. 
McDonald  Investments  Inc.  and  KeyBank  National  Association  are  KeyCorp  companies.  ©2003  KeyCorp. 
The  Solution  is  Key  is  a  federally  registered  service  mark  of  KeyCorp.  KeyBank  is  Member  FDIC. 
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Ready  for 
the  Next 
Generatioi 
of  Busine* 


Cleveland  is  a  city  of  bridges,  featuring  the  soaring  steel  and  concrete  structures 
that  punctuate  the  sky  above  the  Cuyahoga  River,  and  the  deep  figurative  connec- 
tions to  its  rich  ethnic  heritage  and  history  of  a  skilled  workforce  teaming  with 
dynamic  business  innovators  to  drive  world-class  industries.  Indeed,  Cleveland 
has  spent  the  past  200  years  building  the  perfect  bridges  to  its  shining  future. 


As  the  "core  city"  of  a  region 
that  encourages  innovation, 
promotes  education,  celebrates 
arts  and  culture,  and  values  the 
worth  of  every  citizen,  Cleveland  is  a 
great  place  to  raise  children  and  call 
home.  The  region  is  embarking  upon  a 
new  era  of  public-private  partnerships, 
driven  by  the  city  government's  new 
values  and  vision,  creating  a  more  con- 
ducive envii  which  to  build 
and  expand  buj  i  I 

A  Bold  Vision  for  the  Future 

Mayor    Jane    C   mj  and 

strategic  plan  foi 
its  resources  in  i 
is     called     the     Co- 
partnership. Two  prov. 
ness  and  education  leaci  .nip: 

KeyCorp  Chief  Executive  Ofi. 


Meyer  and  Cuyahoga  Community  College 
President  Dr.  Jerry  Sue  Thornton.  The 
plan  is  designed  to  enhance  the  capacity 
of  the  community  to  "get  things  done" 
and  to  help  the  city  partner  effectively 
with  the  many  groups  working  to 
improve  the  quality  of  life  in  the  area. 

All  sectors  are  proactively  engaged 
in  building  the  region's  future,  including 
major  corporations,  small  businesses, 
development  organizations,  public  enti- 
ties, colleges  and  universities,  neighbor- 
hood groups,  nonprofit  groups  and  faith 
communities.  "The  City  of  Cleveland  is 
acting  purposefully  to  build  competitive 
advantages  and  secure  opportunities  for 

continued  growth  and  prosperity," 
Steven  Sims,  the  city's  economic 
•>pment  director. 

The  Cleveland  500,000+  Partnership 
:   on   three   strategic   needs:    a 


stronger  economy,  a  smarter  wor 
and  safer,  healthier,  more  livable 
borhoods.  The  spirit  of  the  plan  is  t 
nect       leaders,       organizations 
resources.  Collaboration  is  importa 
only  within  the  city  limits  but  throi 
Northeast  Ohio,  since  Cleveland  is| 
a  larger  community  that  will  rise  a 
as  one  entity.  At  the  plan's  core 
charge  to  mobilize  and  focus  res(| 
—  both  within  and  outside  City  Hal 
move  key  priorities  forward  throui 
end  of  the  decade. 


Retooling  Through 
Advanced  Technology 

Investments  in  the  new  economy 
a  path  to  the  future,  but  building  o 
industries  is  necessary  for  proi 
jobs  today.  The  backbone  of  Nor 
Ohio's  economy  traditionally  rest 


NationalCity 

-2il3BHHI 
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Cleveland  and    National  City: 

■  an  ongoing  success  story. 

Much  has  changed  since  National  City 
opened  its  doors  here  in  1845.  But 
one  thing  has  not:  our  commitment 
to  doing  what's  right  for  our  customers 
and  our  communities.  We're  proud 
to  share  a  rich  past,  an  exciting 
present  and  a  promising  future  with 
the  people  of  Cleveland,  and  pledge 
our  continued  support  to  one  of 
America's  greatest  cities. 


National  City 


Member  PDK  '.  ©2003  Njtion.il  I. in  Cotporariort®. 
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It's  an  exciting  time  to 
work  in  the  Greater 
Cleveland  area,  and  an 
ideal  time  to  take  advan- 
tage of  the  region's  vibrant 
environment  for  entrepre- 
neurship  and  technology, 
along  with  its  superb  and 
affordable  quality  of  life. 

machine  tooling  and  heavy  manufactur- 
ing. Today,  there  are  more  than  110,000 
small  businesses  in  Greater  Cleveland 
employing  more  than  70%  of  Northeast 
Ohio  workers.  Hence  there  is  a  continu- 
ing focus  on  advanced  manufacturing 
methods  and  increased  integration  of 
technology  into  the  250,000  existing 
manufacturing  jobs  in  the  region. 

At  the  same  time,  the  region  has 
launched  increasingly  promising  technolo- 
gy initiatives  and  ventures  in  areas  includ- 
ing bioscience,  polymers,  fuel  cells  and 
other  emerging  industries.  Through  collab- 
orative investments,  local  business,  gov- 
ernment, and  colleges  and  universities  are 
also  laying  the  foundation  in  talent  and 
research  to  capitalize  on  fuel  cell  technol- 
ogy, estimated  to  become  a  $4.9  billion 
market  by  2005.  This  growing  technology 
has  the  potential  for  widespread  use  as  a 
power  source  in  electronic  equipment 
such  as  cell  phones  and  laptop  comput- 
ers. Northeast  Ohio  is  well  positioned  to 
drive  fuel  cell  commercialization  and  bring 
the  technology  to  market. 

Health  Care  Industry 
Collaborates  to  Advance 

With  mon  00  people  employed 

m     health  es     throughout 

Greater  Ck  ant  collaborative 

efforts  betv  i  ■      '  •  ivelai      Clinic, 

Case  Wester  University  'Case) 


and  University  Hospitals  of  Cleveland- 
have  created  a  foundation  for  leveraging 
these  institutions  toward  combined 
success  and  have  made  great  strides  in 
forming  alliances  to  create  critical  mass  in 
the  region. 

One  such  initiative,  known  as  the 
Center  for  Stem  Cell  Regenerative 
Medicine,  has  the  potential  to  position 
both  Northeast  Ohio  and  the  state  of  Ohio 
in  the  top  tier  of  bioscience  efforts.  This 
consortium  will  create  new  jobs  in 
Cleveland  for  decades  to  come  by  offering: 

•  World-class  scientific  recognition  and 
the  attraction  of  top  research  talent  to 
the  region 

•  Potentially  $100  million  plus  in  annual 
federal  funding 

•  An  attractive  environment  for  compa- 
nies conducting  research  in  the  field  of 
adult  stem  cells,  allowing  collaboration 
with  noted  researchers 

•  New  spin-off  companies  based  on  the 
R&D  that  comes  out  of  this  institute 
and  that  offers  commercial  potential. 

Another  promising  effort  is  the 
Industrial  Technology  Institute,  a  collab- 
orative effort  of  the  City  of  Cleveland, 
Cleveland  State  University,  NASA 
Glenn  Research,  and  CAMP  (Cleveland 
Advanced  Manufacturing  Program).  The 
institute's  goal  is  to  strengthen  the  tech- 
nology core  in  Greater  Cleveland  by  creat- 
ing products  based  on  patented  concepts 
from  research  labs  at  NASA  and  else- 
where; startups  can  then  market  these 
advanced  technologies.  It's  an  exciting 
time  to  work  in  the  Greater  Cleveland 
area,  and  an  ideal  time  to  take  advantage 
of  the  region's  vibrant  environment  for 
entrepreneurship  and  technology,  along 
with  its  superb  and  affordable  quality 
of  life.  America's  North  Coast  has 
long  boasted  of  its  status  as  the  "Best 
Location  in  the  Nation,"  with  easy  access 
to  more  than  half  of  the  nation's  popula- 
tion within  a  500-mile  radius.  The  region  is 
home  to  major  transportation  companies 
such  as  Roadway  Express  in  Akron,  Ohio. 


All  of  the  elements  are  in  pla 
allow  existing  companies  to  grow 
prosper  and  new  ventures  to  tak« 
and  flourish  well  into  the  new  cq 

A  Diverse  Region  With 
International  Business  Flair] 

As  the  region  looks  ahead,  it  will 
forget  the  hardworking  immigrants 
settled  here  a  century  ago 
powered  Cleveland's  industrial  erq 
strength  of  that  diverse  community 
longer  simply  a  matter  of  celebi 
history  and  heritage,  but  one  of  enl 
ing  entrepreneurial  spirit  and  econ 
development.  The  region  rep™ 
more  than  100  nationalities,! 
Cleveland  maintains  "Sister  City" 
tionships  with  22  cities  worldv 
"We're  trying  to  demonstrate  tha 
international  population  here  is  pro 
our  greatest  asset  for  globalizing," 
John  Lecky,  executive  director  o 
International  Community  Council.  ' 
offer  tremendous  links  to  their  I 
countries,  so  it's  great  for  establi 
business  as  well  as  cultural  and  e 
tional  connections." 

Northeast  Ohio  is  working  I 
capitalize   on    its   international   co 
nents.    "We    have   a   very   aggre 
schedule  with  many  heads  of  stat' 
ambassadors.   We're   proud   to   h< 
large  contingent  of  consuls  and  hoi 
consuls  based  here,  because  other 
of   the   world   recognize   the   str; 
importance  of  this  city  to  their  ecor 
cultural  and  educational  interests,' 
John  E.  Barnes,  Jr.,  the  city's  interr 
al  affairs  liaison. 

For  businesses  involved  in  ir 
tional  activities,  the  World  Trade  ( 
Cleveland  (WTCC)  provides  a  wide 
of  services,  from  providing  member 
expert  counsel  to  identify  opporti 
in  foreign  markets  and  guiding 
through  the  international  market  de 
ment  process  to  offering  access 
eign  distributors  and  suppliers,  up-t 


ADVERTISEMENT  7 


reports,  trade  statistics,  and 
;s  and  activities  that  turn  opportu- 
i  revenue.  One  of  63  world  trade 

in  the  U.S.,  the  organization 
ocally  as  the  international  depart- 
r  the  city  of  Cleveland,  Cuyahoga 

the  Cleveland-Cuyahoga  County 
thonty,  and  the  Greater  Cleveland 
Association. 

!  WTCC  pursues  increased  trade 
3stment  in  the  region  from  busi- 
in  other  countries.  Currently,  the 
ition  is  focusing  on  four:  China, 
irael  and  Canada.  "These  are  all 
developing  economies  that  need 
f  the  products  that  local  compa- 
re," says  David  Yen,  executive 

"We  certainly  want  to  make 
lat  Northeast  Ohio  companies 
e  opportunity  to  take  advantage 
jrowth." 

'orking  with  the  WTCC  has 
ed*  the  amount  of  customs  prob- 
lat  we've  had  and  helped  open 
wkets,"  says  Scott  Buchwalter, 
te  quality  systems  specialist  for 
ucts.  The  company  manufactures 
s  for  the  agricultural  industry, 
g  animal  feed,  vitamin  supple- 
ind  fat  supplements. 

dustries  Generate  Growth 

late  1990s,  the  region's  civic 
itions  identified  the  key  industry 
i  that  drive  Northeast  Ohio's 
ly.  The  first  cluster  comprised  the 
hed  industries  —  chemicals,  auto- 


motive, metalworking  and  polymers/ 
plastics,  and  advanced  materials.  A  second 
cluster  included  emerging  industries 
important  to  powering  the  region's 
economic  future  —  bioscience,  informa- 
tion technology,  fuel  cells  and  advanced 
electronics. 

"We've  taken  this  idea  of  clusters  and 
built  an  economic  development  strategy 
around  it,"  explains  Daniel  E.  Berry,  vice 
president  of  growth  strategies  and  ser- 
vices at  the  Greater  Cleveland  Growth 
Association.  The  Growth  Association  is  the 
city's  chamber  of  commerce  —  the  largest 
in  the  country,  with  more  than  17,000 
members.  "That  initiative  is  now  driving 
efforts  to  create  investment  funds  and 
technical  assistance  capacity  that 
supports  new  ventures  and  the  expansion 
of  existing  companies  in  those  industries," 
Berry  says. 

Berry  cites  BioEnterpnse,  Inc.,  as  an 
example  of  the  cluster  initiative's  first 
fruits.  This  organization's  board,  which 
comprises  some  of  the  city's  leading 
executives,  focuses  on  evaluating  bio- 
technology companies  and  attracting  them 
to  Cleveland.  It's  the  result  of  a  historic 
alliance  of  several  health  care  and 
bioscience  research  powers  in  the 
region:  Case,  which  has  the  fifth-ranked 
bioengineering  program  in  the  country; 
the  Cleveland  Clinic  Foundation;  and 
University  Hospitals  Health  System. 
"BioEnterprise  plays  a  lead  role  in  helping 
organize  community  resources,  including 
investment  capital  and  qualified  manage- 
ment professionals,  to  develop  bioscience 
start-ups,"  says  Matt  Jennings,  president. 

Earlier  this  year,  Case  and  University 
Hospitals  signed  a  50-year  partnership 
agreement  to  combine  research  efforts  in 
a  new  320,000-square-foot  facility  that 
houses  more  than  900  research  investiga- 
tors and  a  28,000-cage  vivarium,  or 
"mouse  house,"  where  cutting-edge 
research  will  translate  into  improved  clini- 
cal care.  Additionally,  Case  and  Cleveland 
State   University   recently   initiated   the 


VISION 

Case  Western  Reserve  University 
leverages  our  unique  heritage  with 
a  renewed  vigor  for  the  future  to 
achieve  our  vision  of  becoming 
the  most  powerful  learning 
environment  in  the  world. 

STRENGTH 

Distinguished  by  our  strengths  in 
education,  research,  and  service, 
Case  is  uniquely  positioned  to  be  a 
global  leader  in  the  advancement 
of  knowledge.  Case,  located 
minutes  from  downtown 
Cleveland,  is  an  environment 
where  faculty  and  students 
combine  the  cutting-edge 
scholarship  of  a  research 
institution  with  the  experiential 
learning  environment  of  an 
outstanding  liberal  arts  school. 

PROGRESS 

Case  supports  and  promotes  the 
advancement  of  knowledge  in  the 
service  of  humanity.  Our  research 
focuses  on  solutions  for  today's 
most  challenging  problems,  while 
we  build  the  bold  creative  leaders 
of  tomorrow.  Strong  values,  bold 
vision,  and  a  passion  for  progress 
confirm  Case's  identity  as  one  of 
the  world's  leading  universities. 
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Bob  Stull 

President 

Roadway  Express 

Roadway  Express  is  a  leading  trans- 
porter of  industrial,  commercial  and 
retail  goods  with  a  variety  of  inno- 
vative services  designed  to  meet 
customer  needs. 

An  ISO  9001 :2000  and  C-TPAT/PIP- 
certified  FAST  highway  carrier, 
Roadway  Express  provides  seam- 
less service  between  all  50  states, 
Canada  (with  domestic  Canadian 
services),  Mexico  and  Puerto  Rico. 
Roadway  Express  also  offers  export 
services  to  more  than  100  countries. 

Roadway  Express,  Inc.,  is  the 
principal  subsidiary  of  Roadway 
Corporation  (Nasdaq:ROAD),  a 
holding  company  dedicated  to 
leveraging  opportunities  to  expand 
the  transportation-related  service 
offerings  available  to  our  cus- 
tomers. We  accomplish  this  through 
the  extensive  Roadway  portfolio  of 
strategically  linked  transportation 
companies. 


For  additional  information, 

contact  Roadway  Express  at 

www.roadway.com. 


ROAD\ 


From  reconfigured 
automotive  and  steel 
industries  to  some  of  the 
finest,  fastest-growing 
health  care  facilities  in 
the  world,  the  region's 
burgeoning  new  economy 
will  depend  on  established 
business  sectors  to  launch 
emerging  industry  darlings 
successfully. 

process  of  creating  and  funding  an  R&D 
institute  to  further  opportunities  in  instru- 
ments, controls  and  electronics,  another 
vital  established  cluster  for  the  region,  and 
to  enhance  local  technology-commercial- 
ization capacity  in  these  fields.  The  part- 
nership will  also  involve  premier  corp- 
orations working  in  these  areas,  including 
North  American  Rockwell,  Keithley 
Instruments,  Eaton  and  Parker-Hannifin. 

New  Growth  Springs 
From  the  Old  Line 

From  reconfigured  automotive  and  steel 
industries  to  some  of  the  finest,  fastest- 
growing  health  care  facilities  in  the  world, 
the  region's  burgeoning  new  economy 
will  depend  on  established  business  sec- 
tors to  launch  emerging  industry  darlings 
successfully. 

Recent  success  stories  include  alu- 
minum industry  giant  Alcoa's  decision  to 
locate  its  Forge  Wheels  world  headquar- 
ters in  Cleveland.  The  company,  which  has 
had  a  presence  in  Cleveland  for  a  century, 
'made  its  sprawling  Cleveland  Works 
facility  the  world  headquarters  of  its 
recently  formed  Automotive,  Aerospace 
and  Commercial  Transportation  group.  The 
new  group  accounts  for  about  $5  billion  in 

ial  sales,  or  25%  of  Alcoa's  sales  of 


$20  billion   in   2002,   and  compris 
business   units  with   a   total   of 
employees,    including    1,300   locat 
Cleveland. 

Then  there  is  Jergens,  a  61-yeh 
family-owned  company  that  built  i' 
headquarters  on  a  long-abandoned 
railroad  yard,  sparking  additional  de 
ment  around  it.  Jergens  transformer, 
significantly  as  well.  For  more  tht 
decades,  the  company  basically  mdi 
tured  products  for  the  clamping  anr 
mg  markets.  Four  years  ago,  to  ■ 
ment  those  businesses,  Jergens  in! 
an  innovative  technological  proi 
developing  online  training  class' 
tooling  for  employees  and  custd 
The  response  was  so  overwho 
that  the  company  has  since  sfl 
the  program,  now  called  Toolin 
(www.toolingu.com),  into  a  separate 
pany.  "We've  got  about  100  class: 
and  running  now,"  relates  Jack  H.  S 
Jr.,  president.  "We  believe  it  H 
potential  to  be  bigger  than  the  pare 
poration  that  created  it." 

The  City  Lends  a  Hand 

The  city  recently  established  the  $: 
lion  Core  City  Development  Fund  ti 
port  business  development  for  larcl 
small  companies.  The  fund  will  bei 
to  encourage  the  commercializat 
technology,  the  start-up  of  new  bu; 
es  and  the  expansion  and  reloca' 
existing  companies  to  Cleveland.  T. 
offers     innovative,     flexible     fin. 
options  to  meet  the  needs  of  tech 
companies,  which  typically  require 
ing  capital  for  operating  expense 
R&D.  The  city  also  works  closely  v\ 
region's    major    financial    institi 
including   KeyBank,    National   City 
and  Third  Federal  Savings  &  Loan, 
port  businesses,  and  has  created 
working  system  to  put  companie 
move  to  the  city  in  front  of  potent 
tomers,  suppliers  and  partners  as  s 
they  open  their  doors. 


* 
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Ve  facilitate  the  networking  process 
if  you're  moving  somewhere 
xj're  basically  starting  from  scratch, 
networking  system  will  make  com- 

feel  like  they've  lived  and  worked 
)r  years,"  says  Tim  Moran,  senior 
ive  for  technology  development  for 
i.  "Essentially,  we're  making  it  easi- 

more  economically  friendly  to  do 
ss  in  Northeast  Ohio  than  in  other 
is,"  Moran  continues,  "sothatbusi- 
» will  be  more  profitable." 
implementing     efforts     to     help 

ventures  get  under  way,  the  new 
vn  Technology  Center,  currently  in 
lal  funding  stage,  will  also  benefit 
ing  cluster  industries.  Located  in 
vn  Cleveland,  the  center  will  feature 
K)  square  feet  of  rentable  space 
it-incubator  companies.  The  Midtown 
)logy  Center  is  an  initiative  of  the 
Empowerment  Zone,  an  area  desig- 
to  receive  federal,  city  and  county 
g  to  boost  business,  workforce  devel- 
lt  and  employment  opportunities. 

Workforce  Advantage 

iurse,  Northeast  Ohio  employers 
anefit  significantly  from  the  region's 
tional  higher  education  industry, 
merging  as  a  cluster  of  its  own. 
nly  the  region  has  23  colleges  and 
sities,  employing  28,000  people  on 
mpuses  and  managing  combined 
tional  budgets  of  $2.5  billion 
lly.  Approximately  160,000  stu- 
from  Ohio,  the  U.S.  and  around  the 

attend  these  institutions 
year  and  contribute  to  the 
iconomy. 

hese  colleges  and  universi- 
fer  a  diverse  range  of  under- 
ate   and   graduate   degree 

—  from  health  care,  engi- 
ig,  information  technology, 
ence/biomedical  and  poly- 
ciences  to  liberal  arts,  busi- 

advanced  manufacturing 
community    development. 


They  also  work  closely  with  regional 
inaustries  to  determine  their  required 
employee  skills  and  backgrounds  and  tai- 
lor curricula  not  only  to  meet  those 
needs,  but  which  can  evolve  with  the 
global  economy,  producing  a  highly  skilled 
workforce. 

As  companies  throughout  the  region 
grow  and  leverage  the  opportunities  avail- 
able through  strong  information  technolo- 
gy (IT)  systems,  they  benefit  from  the 
more  than  70,000  IT  professionals  in  the 
region.  These  individuals  primarily  imple- 
ment the  latest  technologies  in  traditional 
companies,  according  to  Jim  Cookinham, 
president  of  the  Northeast  Ohio  Software 
Association,  which  currently  has  more 
than  500  members  and  chapters  at  five 
universities.  "We  started  our  organization 
about  five  years  ago,  when  few  people 
realized  there  was  such  a  large  IT  industry 
here,  and  it's  grown  extremely  fast  since 
then,"  he  says. 

A  Mecca  for  Innovators 

Manufacturers  in  Northeast  Ohio  have  an 
exceptional  support  resource  to  call  on  in 
CAMP,  which  offers  a  variety  of  services 
to  established  and  emerging  companies. 
In  addition  to  assisting  startup  ventures  in 
its  business  incubator,  the  organization 
guides  companies  as  they  seek  to  reposi- 
tion themselves  in  the  market  through 
mergers  and  acquisitions.  Another  divi- 
sion works  on  product  innovation,  helping 
companies  develop  new  ideas  and  prod- 
ucts, from  designing  and  testing  proto- 


Marc  A.  Stefanski 

Chairman  &  Chief  Executive  Officer 

Third  Federal 
Savings  and  Loan 

Third  Federal  was  founded  as  a 
mutual  savings  and  loan  in  1938  in 
Cleveland,  Ohio,  by  Ben  Stefanski 
and  his  wife,  Gerome  R.  Stefanski. 
They  started  the  Association  with 
the  promise  of  helping  families 
achieve  the  dream  of  home  owner- 
ship and  financial  security. 

Under  the  visionary  leadership 
of  Marc  A.  Stefanski,  the  founders' 
son,  Third  Federal  still  is  delivering 
on  its  original  promise.  The  philoso- 
phy of  Third  Federal  is  to  create 
value  for  customers,  the  community 
and  associates. 

As  part  of  its  commitment  to 
the  community,  the  company  built 
its  new  corporate  campus  on  its 
original  site  in  a  Cleveland  neigh- 
borhood. That  neighborhood  now  is 
benefiting  from  nearly  $200  million 
in  redevelopment  led  by  Third 
Federal.  Projects  include  new  hous- 
ing and  apartments,  senior  citizen 
residences,  new  parks  and  athletic 
fields,  new  retail  businesses  and 
improvements  to  area  schools. 
The  City  of  Cleveland,  the  Cleveland 
Catholic  Diocese,  Slavic  Village 
Development  Corporation  and 
numerous  local  business  and  civic 
organizations  have  joined  Third 
Federal  in  this  revitaiization  effort. 

Bank  Smart.  Live  Better.® 

ThirdFederaf 

SAVINGS  &  LOAN 

www.thirdfederal.com 


With  the  headquarters 

.  for  Alcoa  Inc's  global 

Automotive,  Aerospace 

and  Commercial 

Transportation  Group  here, 

Alcoa  moves  Cleveland. 


/"/ 


ALCOA 

enter  for 

Transportation 

Products 

Alcoa  Moves  the  World. 
www.alcoa.com 


The  hottest  Broadway  musicals, 
popular  and  legendary  entertainers, 
top-quality  family  shows,  world- 
class  ballet  and  much  more,  all  can 
be  found  at  PLAYHOUSE  SQUARE 
CENTER,  America's  second-largest 
performing  arts  complex. 

The  Center's  five  magnificently 
restored  1920s-style  theaters  com- 
prise the  focal  point  of  Cleveland's 
vibrant  Theater  District,  an  urban 
landscape  project  that  has  garnered 
international  acclaim.  Great  restau- 
rants, art  galleries  and  soon,  a  state- 
of-the-art  Education  Center,  are  all 
more  reasons  to  visit. 

For  information,  call  216-241-6000  or  visit 
www.playhousesquare.com  online. 


PLAYHOl 
SQUARL 
CFNTFR 


P 
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types  through  determining  market  feass 
bility.  "We  think  product  innovation  is  the 
best  bet  for  our  region's  companies  to 
remain  strong  and  grow  in  today's  com- 
petitive markets,"  says  Fatima  Weathers, 
vice  president  of  product  innovation  and 
technical  services  for  CAMP. 

One  of  Cleveland's  premier  innova- 
tors, John  Nottingham,  copresident  of 
Nottingham-Spirk  Design,  which  special- 
izes in  designing,  developing  and  patent- 
ing inventions,  believes  strongly  in  this 
region's  ability  to  thrive  as  a  leader  in 
originating  new  businesses.  He  believes 
in  it  so  resolutely  that  his  firm  has  invest- 
ed significantly  in  Cleveland's  future  by 
renovating  50,000  square  feet  of  a  build- 
ing in  Cleveland's  University  Circle  area 
and  adding  7,000  square  feet  to  create 
the  Nottingham-Spirk  Innovation  Center. 
Slated  to  open  in  spring  2004,  the  facility 
—  the  first  of  its  kind  in  the  U.S.,  accord- 
ing to  Nottingham  —  will  incorporate 
invention,  design,  prototype  develop- 
ment, packaging,  merchandising  and 
focus  testing  all  in  one  building. 

Nottingham,  whose  firm  has  landed 
more  than  300  patents  over  the  past  30 
years  and  has  launched  a  dozen  startups 
since  1 997,  expects  the  center  to  spawn 
numerous  new  enterprises  —  and  jobs  — 
in  coming  years.  "The  center  will  be  pump- 
ing out  startup  companies  and  innovative 
products  that  we  can't  even  conceive  of 
right  now,"  he  says.  "Rather  than  think 
about  how  manufacturing  was  done  10 
years  ago,  we're  thinking  out  of  the  box  to 
put  a  different  spin  on  how  manufacturing 
will  be  done  10  years  from  now." 

Another  landmark  center  for  innova- 
tion and  new  technologies  in  the  region  is 
Case,  which  recently  debuted  the  largest 
public  wireless  service  in  the  U.S.,  provid- 
ing free  Internet  access  to  faculty,  stu- 
dents, staff  and  visitors  to  the  campus 
and  University  Circle.  Working  with  part- 
ners Cisco  Systems,  Inc.,  and  Sprint,  the 
system  features  a  network  approximately 
10  to  100  times  faster  than  those  of  most 


other  universities,  according  to 
Gonick,  Case's  vice  president  of  infj 
tion  technology  services  and  chief 
mation  officer.  "This  is  the  first  pha 
blanketing  Cleveland  with  free  wit 
Internet  access,  a  project  we 
OneCleveland,"  he  says. 

The  system  will  enhance  ecor 
opportunities  for  businesses  in 
University  Circle  neighborhood,  v 
the  university  is  located,  while  bene 
visitors  to  the  more  than  60  major  c 
al,  educational,  religious  and  health 
facilities  in  the  area,  including^ 
Cleveland  Clinic,  University  Hospit1 
Cleveland,  Cleveland  Museum  o' 
Cleveland  Museum  of  Natural  Hi- 
Cleveland  Botanical  Gardens 
Western  Reserve  Historical  Society) 

Case  recently  significantly  expa 
its  Technology  Transfer  Departme: 
better  manage  the  more  than  200  : 
tion  disclosures  it  produces  and  ap 
mately  $350  million  in  federal  res 
grants  it  receives  annually.  Mei 
Coticchia,  vice  president  for  researrj 
technology  management,  says  ha 
ferred  approach  to  implementing! 
transfer  differs  from  that  of  most  u 
sities.  While  they  might  typically 
intellectual-property  protection  or  t 
cal  merit,  he  emphasizes  identifying 
ket  potential  and  taking  advanta' 
great  business  opportunities  to  coi 
cialize  research  results. 

Aerospace  Research  Takes 

In  addition  to  enhancing  the  conne 
between  academic  and  ind 
research,  universities  and  compar 
the  region  work  closely  with  c 
the  nation's  epicenters  of  jet-< 
research:  the  NASA  Glenn  Re: 
Center,  staffed  by  more  than  1 ,200 
level  researchers  and  support  s' 
number  of  major  aerospace  and  a 
corporations  maintain  ongoing  rt 
ships  with  NASA  Glenn. 

Carol    Caruso,    vice    presid( 
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-nent  Advocacy  for  the  Gi  eater 
nd  Growth  Association,  says 
ilenn  Research  Center  represents 

economic  engine  for  Northeast 
\  lot  of  people  don't  realize  that  or 
alieve  it,"  she  says.  "But  NASA 
;s  more  for  our  economy  than  any 
itity  in  the  region." 
eople  also  don't  realize  that  more 
ts  are  let  by  NASA  Glenn  to  small 
>ses  than  to  large  businesses, 
terms  of  the  number  of  contracts 
i  total  dollar  value,"  Caruso  adds, 
any   years,    Fredon   Corporation, 

small-parts  manufacturer,  has 
I  for  several  engineering  firms 
sign  equipment  for  NASA  Glenn, 
definitely  have  a  big  impact 
ipanies  in  this  region,"  says  Roger 
ar,  Fredon  president.  "We've  also 
some  parts  that  have  gone  on  a 

the  space  shuttles,   and  that's 
exciting  to  see." 

der  in  the 
i  Movement 

closer     to     Earth, 

ist  Ohio  is  emerging 

ader  in  the  "green" 

I  industry.  This  move- 

las  manifested  itself 

forms:   First,   many 

lies  are  beginning  to 

rate  environmentally 

technology,  which  improves  air 

recycles  water  and  takes  advan- 

natural  light,  because  they  recog- 

Jt  it  is  better  for  the  community. 

icond,    many   companies    in   the 

are  starting  to  produce  construction 

lis  for  green  building,  such  as  super- 

■efficient  air-conditioners,  plumbing 

i/ith  low  emission  of  volatile  organic 

unds    and    green    roofs,    which 

solar  energy  components,  reflec- 

laterials   and   landscaping,   where 

'ees  can  enjoy  lunch  or  restaurants 

)w  vegetables  for  their  kitchens. 

Ve're  working  with  a  number  of 


manufacturers  who  are  going  green  or  are 
providing  green  products  to  the  industry," 
says  Sadhu  Johnston,  executive  director 
of  the  Green  Building  Coalition.  "We're 
also  working  closely  with  the  city  to 
attract  manufacturers,  because  Cleveland 
is  poised  to  be  a  global  manufacturing 
center  for  green  materials,"  he  adds. 

Proud  to  Call  It  Home 

Cleveland  has  aggressively  ratcheted  up 
its  housing  efforts  over  the  past  decade. 
Today,  it's  building  1,500  homes  a  year 
and  is  ranked  number  two  in  new  housing 
construction  and  single-family  home 
sales  in  a  nine-county  region. 

Indicative  of  the  success  of  the  city's 
attractive  new  developments  is  the  fact 
that  they  sell  out  before  construction  is 
even  completed,  and  draw  many  resi- 
dents back  into  the  city  from  the  suburbs. 

Residents     throughout     Northeast 


m     *    JIZM                 111" 

m  M    ^      y-*"" 

Ohio,  however,  have  a  diverse  range  of 
housing  choices,  from  distinctive  urban 
neighborhoods  to  tranquil  suburban  and 
rural  areas.  Public  and  private  schools 
throughout  the  region  also  offer  a  high- 
quality  selection  of  educational  choices  for 
families  with  children.  Of  course,  when  it 
comes  to  lifestyle  amenities,  Northeast 
Ohio's  abundant  menu  is  legendary  —  and 
one  of  the  reasons  it  remains  one  of  the 
top  tourist  destinations  in  the  U.S. 

In  the  areas  of  arts,  culture,  enter- 
tainment and  recreation,  there  are  more 
choices  than  anyone  could  ever  partici- 
pate   in    on   a    given    day.    For   outdoor 


David  Daberko 

Chairman  &  Chief  Executive  Officer 

National  City 

National  City,  one  of  the  nation's 
largest  financial  holding  companies, 
was  founded  in  1845  in  response  to 
the  Cleveland  community's  need  for 
a  safe  place  to  deposit  money  and 
secure  business  loans. 

Since  that  time,  National  City 
has  continued  to  grow  and  evolve 
to  meet  the  changing  needs  of  our 
customers  and  our  region.  Our  pri- 
mary businesses  include  commer- 
cial and  retail  banking,  consumer 
finance,  asset  management,  mort- 
gage financing  and  servicing,  and 
payment  processing.  National  City 
operates  through  an  extensive 
distribution  network  in  Illinois, 
Indiana,  Kentucky,  Michigan,  Ohio 
and  Pennsylvania,  and  employs 
more  than  33,000  individuals.  Since 
1965,  the  corporation's  net  assets 
have  increased  from  $1  billion  to 
more  than  $100  billion  today. 

National  City  is  recognized  for 
improving  the  communities  where 
we  do  business.  Through  financial 
contributions  and  employee  volun- 
teerism,  National  City  has  earned 
a  reputation  as  a  committed  and 
caring  corporate  citizen  in  the 
Northeast  Ohio  region  and  beyond. 

For  more  information,  visit 
NationalCity.com. 

National  City 
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Henry  L.  Meyer  III 

Chairman  &  Chief  Executive  Officer 

KeyCorp 

Cleveland-based  KeyCorp  is  one  of 
the  nation's  largest  banks,  with 
assets  of  approximately  $85  billion. 
Our  strong  relationship  orientation 
is  best  expressed  by  our  mission, 
"to  be  our  clients'  trusted  advisor." 

We  provide  investment  and  asset 
management,  retail  and  commercial 
banking,  consumer  finance  and 
investment  banking  services  to  indi- 
viduals and  companies  throughout 
the  U.S.  and,  for  certain  businesses, 
internationally.  We  deliver  these  ser- 
vices through  KeyCenters  and 
offices;  a  network  of  nearly  2,200 
ATMs;  telephone  banking  centers 
(1.800.KEY2YOU);  and  our  Website, 
Key.com,  which  provides  account 
access  and  financial  product  infor- 
mation 24  hours  a  day. 

Key  plays  a  leadership  role  in  the 
economic  development  of  Greater 
Cleveland.  In  addition  to  being  one 
of  the  area's  largest  employers,  we 
collaborate  with  municipalities, 
developers,  chambers  of  commerce 
and  community  development  cor- 
porations, among  others,  to  attract 
new  business  to  the  region.  We 
also  provide  substantial  support  to 
the  community  through  charitable 
financial  contributions  and  volun- 
teer efforts. 

Whatever  your  financial  goals, 
Key  can  help  you  achieve  them. 


A*:         e  anything 


Web  Address  Directory 


•  The  City  of  Cleveland 

www.cleveland.oh.us 

* 

•  Alcoa 

www.alcoa.com 

•  Case  Western  Reserve  University 

www.case.edu 

•  KeyBank 

www.key.com 


•  National  City  Bank 

www.nationalcity.com 

•  Playhouse  Square  Center 

www.playhousesquare.com 

•  Roadway  Express 

www.roadway.com 

•  Third  Federal  Savings  and  Loi 

www.thirdfederal.com 


recreation  fans,  the  historic  Cleveland 
Metroparks  Emerald  Necklace  —  an 
expansive  park  system  that  rings  the  city, 
consisting  of  20,000  acres  of  land,  100 
miles  of  connecting  parkways,  and  the 
Cleveland  Metroparks  Zoo  —  and  the 
Cuyahoga  Valley  National  Park  offer 
ample  activities.  Opportunities  for  fine 
dining  abound  throughout  Northeast 
Ohio,  with  the  region's  rich  ethnic  diversi- 
ty shining  through  in  the  culinary  arts. 


Cleveland  is  home  to  the  world- 
renowned  Rock  and  Roll  Hall  of  Fame  and 
Museum,  the  Great  Lakes  Science 
Center,  Major  League  baseball,  basketball 
and  football  teams,  the  Fourth  of  July 
CART  series  car  race,  the  Labor  Day 
weekend  National  Air  Show  and  the  site 
of  the  2002  and  2003  Gravity  Games 
extreme  sports  competitions. 

In  2003  alone,  the  Gravity  Games 
drew  a  record  crowd  of  more  than 
160,000  in  addition  to  the  millions  of  view- 
ers who  watched  live  and  taped  coverage 
on  NBC  In  July  2004,  Cleveland  will  host 
the  International  Children's  Games,  draw- 
ing participants  from  all  over  the  world  in 
the  first  event  of  its  kind  in  the  U.S. 

In  addition  :      vorld-class  museums 


and  cultural  attractions,  University  G 
also  the  address  of  Severance  Hall,  i 
of  the  world's  number-one  orchestn, 
Cleveland  Orchestra.  When  summff 
around,  the  group  moves  its  wet 
performances  to  one  of  the  most  bet 
outdoor  concert  venues  in  the  countrl 
Blossom  Music  Center.  Amusemen 
buffs  have  their  choice  of  Cedar  Po, 
the  number-one  roller  coaster  park 
world  —  or  Six  Flags  Ohio.  Footbal 
can  tour  the  NFL  Hall  of  Fame  in  C;1 
and  those  interested  in   invention 
visit  the  National  Inventors  Hall  of  Fa 
Akron.  Theatergoers  enjoy  a  wide  c 
too,  including  Playhouse  Square,  thi 
ond-largest  theater  complex  in  the 
With  more  than  8,000  artists  in  the  I 
the  creative  workforce  pays  more 
$20  million  in  federal  and  state  wit 
ing  taxes  and  earns  more  than  $84  I 
annually   in   aggregate   payroll.   Th<( 
industry  alone  has  pumped  over  $2 
lion  into  the  local  economy  during  tl 
four  years,  as  it  shot  five  feature 
wholly  or  partly  in  Cleveland. 

Building  Bridges  to  a 
Better  Lifestyle 

The  list  goes  on  and  on  for  people  tc 
the  activities  they  prefer.  Today,  the 
offers  all  of  the  education,  history  ai 
ture,  attractions  and  amenities  that  i 
an  enriching  and  fulfilling  lifestyle, 
important,  it  combines  a  high  quality  I 
with  a   proactive,   pro-business  en 
ment  that  companies  can  profit  fro 
way  that  will  carry  them  —  alont1 
Cleveland  and  Northeast  Ohio  — 
rewarding  future. 
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deas 

Vaiting  to 
lappen 

IARRY  NALEBUFF  AND  IAN  AYRES 


M  •■mit:  SOME  PEOPLE  CLAIM  THAT  THE 
i  ^^k  ^m  route  to  innovation  is  indescribable,  we 
I  m  B  ^m  believe  there's  often  a  simple,  recurrent 
\K^^^m  structure  to  creative  thinking.  Most  origi- 
IM  ^B^B  nal  ideas  aren't  completely  original,  but 
■  ■■  instead  are  the  result  of  two  basic  things: 
Wt  ^V  problems  in  search  of  solutions  and  solu- 
;  in  search  of  problems. 

k>th  approaches  have  their  advantages.  If  this  seems  odd, 
i  of  television  game  shows.  VV7io  Wants  to  Be  a  Millionaire 
s  for  the  right  answer,  while  Jeopardy!  starts  with  the  answer 
looks  for  the  right  question. 

)nce  a  problem  has  been  identified,  how  do  you  go  about 
mg*a  solution?  Watching  your  customers  is  a  fine  place  to 
.  Rather  than  invent  a  new  solution  from  scratch,  you  can 
the  imperfect,  often  Rube  Goldberg  solutions  that  people 
already  found  and  improve  on  them. 
Jut  consumer  watching  has  its  limits.  While  the  unexpected 
tion  of  consumers  often  signals  that  something  is  wrong 
i  a  product,  there  are  many  problems  customers  cannot 
:  on  their  own.  This  is  because  real-world  consumers  have 
ted  resources. 

>o  an  alternative  tool  is  to  ask  how  an  unconstrained  con- 
er  would  solve  the  problem.  We  call  this  approach  "What 
Jd  Croesus  do?"  as  a  shorthand  for  imagining  solutions 
re  price  is  no  object.  These  may  lead  you  to  a  solution  that 
fordable. 
n  his  day  Howard  Hughes  had  a  Croesus-like  flair  for 


spending  money  to  find 

solutions    to    problems. 

Imagine  that  it's  1966  and 

that   you're   Hughes.  You 

sometimes  have  a  hankering 

to  watch  old  Bogart  films. 

Unfortunately,  the  VCR  has 

yet  to  be  invented.  What  do 

you  do? 

Hughes  bought  a  Las  Vegas 
television  station  and  used  it  as 
his  private  VCR.  Whenever  he 
wanted,  he'd  call  up  the  sta- 
tion's general  manager  and  tell 
him  what  movie  to  put  on 
that  night.  We  understand  that 
the   station   played   a   lot   of 
Casablanca  and  The  Maltese 
Falcon. 

In  this  spirit,  our  "What 
would  Croesus  do?"  approach 
begins  by  imagining  a  cus- 
tomized and  very  expensive  solu- 
tion. We  don't  begin  with  a  view  that  the  solution  has  to  be  prac- 
tical. Instead,  we  ask:  Are  there  any  solutions  at  all? 

Problem:  Having  to  wait  on  hold  at  a  customer  service 
number.  Donald  Trump  or  Bill  Gates  wouldn't  spend  much 
time  on  hold.  They  would  have  an  assistant  stay  on  the  line 
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and  buzz  them  when  the  call  goes  through. 

Mere  mortals  can't  afford  personal  assistants.  Is  there  any 
way  ordinary  folks  could  emulate  this  "personal  assistant" 
strategy?  Well,  yes.  Instead  of  waiting  on  hold  to  speak  with 
an  airline  customer  representative,  why  not  have  the  air- 
line call  you  back?  With  caller  ID,  you  wouldn't  even 
have  to  enter  your  number.  Waiting  on  hold  is  not  only 
a  pain  for  the  caller,  but  also  expensive  for  the  com- 
pany if  it's  paying  for  a  toll-free  line. 

Huge  sums  are  being  spent  right  now  on  tech- 
nology to  move  telephone  support  centers  to  low- 
wage  countries.  We  invite  airlines  and  other  cor- 
porations to  think  about  applying  a  little 
technology  to  the  problem  of  making  your 


I? 

its 


customers  less  irate. 

Problem:  cash  management  for  the  household.  Your  check- 
ing account  earns  next  to  no  interest,  yet  you  may  be  paying  6% 
on  your  mortgage.  Why  don't  you  just  take  all  your  cash  and 
prepay  your  mortgage?  That  way  you  would  effectively  earn  an 
extra  6%  on  your  money.  Unfortunately,  this  proposal  is 
impractical.  You  need  to  have  some  cash  to  pay  bills  and  cover 
emergencies.  If  you  put  all  of  your  money  into  your  mortgage, 
you  couldn't  get  it  back  when  you  needed  it. 

A  modern  Croesus — or  any  sizable  corporation — could 
solve  the  liquidity  problem  by  employing  an  assistant  to  do 
sophisticated  cash  management,  using  money  market  funds  and 


itable  as  before  but  the  customer  is  still  happy  because  he  I 
been  spared  a  lot  of  paperwork? 

In  1997  Richard  Branson's  Virgin  teamed  up  with  AMP  a 
the  Royal  Bank  of  Scotland  to  offer  the  Virgin  One  accou 
which  nets  cash  balances  against  mortgage  debt.  Your  salar 
electronically  deposited  into  this  account.  Any  checks  you  w? 
or  credit  card  charges  you  incur  are  taken  out  of  the  accoi 
thereby  increasing  your  outstanding  mortgage. 

By  late  2001  Virgin  One  had  70,000  customers.  Today  it 
very  successful  mortgage  product  in  England.  This  creative  i 
was  worth  money.  The  Royal  Bank  of  Scodand  bought  out  Vir 
and  AMP's  combined  50%  share  for  $150  million  in  July  2001 
The  combo  account  has  come  at  long  last  to  these  sho 
Wells  Fargo  launched  a  similar  product  in  October  21 
and  claims  that  it  is  its  most  succesf 
product  launch. 

Sometimes  it  isn't  helpful  to  start 
problem-solving  process  by  identifyir; 
problem.  The  solution  has  to  come  fi 
Only  after  we've  discovered  a  better  way 
we  realize  in  retrospect  that  there  m 
problem  to  be  solved.  Take  an  exist 
solution  and  find  a  new  application. 

Solution:  round-the-clock  rental  s 
times.  Avis  rents  cars  24  hours  a  day,  st- 
ing any  time  of  the  day  (or  night).  Wk' 
the  new  application — that  is,  what  of 
rentals  should  be  flexible  with  the  star 
time?  Anyone  who's  landed  in  Europe 
an  overnight  flight  can  answer  this  question:  hotel  rooms, 
arrive  at  7:00  a.m.  and  want  to  shower  and  change,  but  it's 
hours  until  check-in  time. 

Hotels  would  have  to  make  an  effort  to  provide  this  coi 
nience.  Coordinating  room  cleaning  would  be  more  challeng 
And  reservations  would  have  to  include  a  check-in  time  to  en' 
that  a  room  would  be  available.  But  if  Avis  can  program  its  o. 
puters  to  handle  the  problem,  surely  Sheraton  can,  too.  Some 
port  hotels  have  begun  offering  this  service.  We  think  that  s< 
city  center  hotels  should  follow  suit,  perhaps  dedicating  one  f 
for  this  service. 

Solution:  inflation-indexed  bonds.  The  U.S.  Treasury  pro 


Great  ideas:  Richard 
Branson's  Virgin  One 
account;  the  spinning 
toothbrush;  a  tooth 
whitener  that  works 
(and  looks)  just  like  the 
stuff  that  corrects  typos 
on  paper. 


a  standby  credit  line.  Ordinary  folk  can  get  the  same  result  only    you  from  unanticipated  inflation  by  offering  TIPS,  or  Trea: 
b>' ■ :  an  inordinate  amount  of  time  shuffling  balances    Inflation-Protected  Securities.  What  else  could  be  indexed?  Mu 

it  what  if  the  bank  were  willing  to  help  out?    ipal  bonds.  This  has  been  done  only  a  handful  of  times.  1 
Wha  p  a  i  ombined  mortgage/checking  account    would  be  immensely  attractive  to  investors  who  worry  about  1 

that  chargi  homeowner  only  for  the  net  indebtedness?  A    inflation  and  taxes.  Right  now  investors  in  TIPS  still  face  the ri: 

person  with  tgage  and  a  $10,000  checking  bal-    uncertain  taxes  on  their  returns  because  federal  tax  is  due  on  I 

ance  would  I  interest  (inly  on  $190,000. 

"  you  an  ir  first  instinct  is  to  reject  the 

idea.Youi  pro  dn  number  of  cus- 

tomers with  idle  homeowner  an 

easy  means  to  sh  pay  high-rate 

mortgages?  But  t  tomers  squander 

right  now  trying  ton  ,       bepossibleto 

price  the  combo  accoin  bank  is  as  prof- 


the  real  return  (now  about  2%)  and  the  inflation  kicker.  If  infla 
hits  8%  and  the  bonds  start  paying  10%,  your  aftertax,  net 
inflation  return  will  be  in  the  neighborhood  of  negative  1 .5( 
state  offering  an  indexed  return  could  probably  offer  a  real  re 
not  much  more  than  1%  to  2%  and  still  get  a  lot  of  takers. 

Solution:  battery-operated  spinners.  The  Spin  Pop,  ir 
duced  in  1993,  was  one  of  the  most  successful  new  intera> 
candy  launches  ever.  More  than  85  million  of  these  motoi 
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BEFORE 
YOU  TRADE 


DO  THE  RESEARCH. 


AMERITRADE 
$10.99 

NO  MATTER  HOW  MANY 
SHARES  YOU  TRADE 

$10.99 

NO  MATTER  HOW  MANY 
SHARES  YOU  TRADE 

NONE 
NONE 

E-TRADE 

SCHWAB 

COMMISSION  FOR 
MARKET  ORDERS 

(Internet  equity  trades) 

$19.99 

OR  $9.99  BUT  ONLY 

if  you  trade  at  least  27 
times  per  quarter. 

$29.95 

for  up  to  30  trades  per  quarter  or 

$19.95 

for  31-60  qualifying  trades  per  quarter  or 

$14.95 

for  61+  qualifying  trades  per  quarter. 

COMMISSION  FOR 
LIMIT  ORDERS 

(Internet  equity  trades) 

$19.99 

OR  $9.99  BUT  ONLY 

it  you  trade  at  least  27 
times  per  quarter 

$29.95 

for  up  to  30  trades  per  quarter  or 

$19.95 

for  31-60  qualifying  trades  per  quarter  or 

$14.95 

for  61+  qualifying  trades  per  quarter. 

COMMISSION 
RESTRICTIONS 

For  listed  securities  orders  over  5,000 
shares,  add  $o.oi/share  to  entire  order. 
Will  apply  for  accounts  trading  less 
than  27  times  per  quarter. 

Trades  with  over  1,000  shares  get 
additional  charge: 

$o.o}/share  (for  1-30  trades  per  quarter) 
$o.02/share  (for  31-60  trades  per  quarter) 
$o.oi/share  or  $14.95,  whichever  is  greater 
(for  61+  trades  per  quarter). 

ECN  FEES  AND 

ORDER-HANDLING 

FEES 

$3  handling  fees  will  apply  for 
.accounts  trading  less  than  27  times 
per  quarter  So.oos/share  ECN  fees 
apply  to  all  after-hours  trades. 

Additional  $3  order-handling  fee 

for  basic  level  of  service. 

See  how  their  commission  stacks  up  to  ours  with  our  comparison  calculator.  With  fees,  order  charges  and  sliding-scale 
commissions,  a  volume  equity  trade  could  run  you  over  three  figures  at  some  online  brokers.  Not  at  Ameritrade.  With  our  straight- 
forward approach,  a  $10.99  Internet  equity  trade  is  the  same  whether  it's  for  one  share  or  thousands*  Before  you  trade  again, 
know  what  you're  paying.  Visit  www.ameritrade.com/compare/ 

AMERITRADE    A: 

What's  your  share? 


GET  15  COMMISSION-FREE  INTERNET  EQUITY  TRADES  AND  IF  YOU  QUALIFY  FOR  APEX, 
OUR  ACTIVE  TRADER  PROGRAM,  $100  CASH?*  CALL  866.680.5056  OR  VISIT  WWW.AMERITRADE.COM 


The  information  provided  here  is  believed  but  not  guaranteed,  to  be  true  and  does  not  account  for  different  levels  of  service  provided  Data  verified  as  of  8/28/03  Chart  does  not  show  all 
brokers  included  in  comparison  calculator  Market  volatility,  volume,  and  system  availability  may  delay  account  access  and  trade  executions  'Orders  executed  in  multiple  lots  on  the  same 
trading  day  are  charged  a  single  commission  Orders  partially  executed  over  multiple  trading  days  are  subject  to  commission  charges  for  each  trading  day  "Offer  valid  for  new  Individual 
and  Joint  accounts  opened  and  funded  with  at  least  $1,000  through  1/6/04  rthei  limitations  apply  This  is  not  an  offer  or  solicitation  in  any  jurisdiction  where  we  ate  not  authorized  to  do 
is.  Ameritrade,  Division  of  Ameritrade.  Inc.,  member  NASD/SIPC  Ameritrade  and  Ameritrade  logos  are  trademarks  or  registered  trademarks  of  Ameritrade  IP  Company,  Inc. 
®20oj  Ameritrade  IP  Company,  inc.  All  rights  reserved.  Used  with  permission 
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lollipop  holders  have  been  sold  worldwide.  Hold  your  tongue 
steady  and  spin  the  candy  against  it.  Now,  what  other  question 
does  the  Spin  Pop  answer?  After  roaming  the  aisles  of  Wal-Mart, 
the  Spin  Pop  creators  found  the  right  question: 
how  to  drive  down  the  price  of  the  electric 
toothbrush.  Spin  Pop  gave  birth  to  Spin- 
Brush.  In  a  little  under  four  years  John 
Osher  and  others  turned  a  $1.5  mil- 
lion investment  into  a  $475  million 
payout  when  Procter  &  Gamble 
bought  them  out. 

Sometimes  flipping  things 
around  provides  a  useful  solu- 
tion to  a  different  problem. 
What  we  call  symmetry  takes  an 
existing  solution  in  a  given  con- 
text and  turns  it  around  to  get  a 
new  perspective. 

Inflation-indexed  bonds  are  a 
great  idea.  Turn  this  around.  Would  it 
also  work  to  borrow  at  an  inflation- 
indexed  rate?  This  flip  leads  us  to 
the  inflation-indexed  mortgage. 
Each  year  your  payments  go  up 
with  the  rate  of  inflation.  In  coun- 
tries with  high  inflation,  such 
loans  are  standard.  Even  with  low 
inflation,  such  as  the  2%  in  the 
U.S.,  these  loans  would  allow  peo- 
ple to  borrow  up  to  50%  more  or  to 
start  off  with  payments  that  are  a 
third  less.  Young  families  could  sud- 
denly afford  to  buy  a  lot  bigger  house 

For  the  most  part,  people  find  an 
answer  that  works  and  don't  get  in  the 
habit  of  looking  for  an  even  better  solu- 
tion. Or  we  think  there  is  some  natural 
way  of  doing  things  and  stop  looking  for 
alternatives. 

Take  the  ketchup  bottle.  Did  you  ever 
store  one  upside  down  in  order  to  make  it 
flow  faster?  How  long  did  it  take  for  Hunt's 
and  H.J.  Heinz  to  figure  out  they  could  turn  the  label 
upside  down?  According  to  Heinz's  Casey  Keller,  the  change 
was  no  small  matter:  "We  believe  this  is  probably  the  biggest 
idea  in  ketchup  since  the  invention  of  the  plastic  squeeze  bot- 
tle." In  the  old  days  Heinz  used  Carly  Simon's  "Anticipation"  ' 


in 


its  marketing.  The  updated  campaign  is  "No  wait.  No  mes 
anticipation."  Ketchup  is  not  the  only  product  to  take  a(j 
tage  of  this  insight:  Toothpaste,  shampoo  and  even  sour  d 
are  now  available  upside  down. 

Coming  up  with  a  great  idea  is  onl 
beginning  of  the  battle.  If  you  really 
to  change  your  company  or  the  w 
you  need  to  sell  the  idea  and  you 
others  to  buy  in.  In  pitching 
try  to  make  it  familiar.  It' 
enough  for  listeners  to  ab 
radically  new  idea.  Don't 
them  also  absorb  a  new 
Colgate  has  applied  this  r 
liantly  with  its  new  Simply 
tooth-whitening  gel.  The  ho 
use  tooth  whitener  is  an  unfa 
iar  product.  Yet  the  Colgate  p 
uct  evokes  a  strong  deja  vul 
packaging  bears  a  powerful  res 
blance  to  that  for  Wite-Outy 
familiar  typo  corrector. 

Got  a  good  idea?  Don't 
carried  away  with  secrecy.  Ill 
can't  make  money  on  it  yoim 
share  it.  The  open-source  mi 
ment  in  software  develops 
shows  that  a  dispersed  com 
nity  of  code  writers  can  sufl 
in  developing  interlocking  p 
ucts  that  are  free  to  the  world 
We  propose  an  open-so 
movement  for  everyday  ingenii 
you  generate  valuable  ideas,  even 
that  seem  to  speak  for  themselvesf 
are  likely  to  be  in  demand  to  herjj 
them  into  practice.  Being  known  as  an 
person  tends  to  pay  big  rewards  in  our 
ety.  Instead  of  hoarding  ideas  in  hopes 
killer  payoff,  put  the  ideas  out  there  an 
what  happens. 

Join  us  in  cyberspace  at  www.forbes/wr. 
Add  your  ideas,  come  for  inspiration  and  come  to 
to  other  people's  ideas.  We'll  write  about  the  best  submissio 
our  FORBES  column.  We'll  also  challenge  industry  leaders  1 
spond  to  your  ideas:  Why  haven't  they  already  put  these  idea 
practice,  or  why  won't  they? 


i 


eone  else  hits  on  a  hold  marketing  idea,  a  novel  product  or  a  clever  way  of  doing  business,  and  you  ask' 

V\  hy  didn  1 1  think  ol  that?  There's  no  magic  formula  for  being  innovative,  but  there  are  ways  to  predi 

lell  to  it.  In  a  periodic  column  in  FORBES,  two  Yale  professors,  Barry  Nalebuff  of  the  business  school  an 

Ayr  IU  school,  look  .it  ere  itive  business  ideas  and  where  they  come  from.  The  preceding  is  adapted 

■ ' '  to  Solve  Problems  Big  and  Small,  a  book  soon  to  be  published  by  the 

varcl 
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Is  there  a  doctor  in  the  house?  Maybe.  Fact  is,  home  equity 

loans  from  CIT  help  finance  all  kinds  of  big  dreams.  College, 

for  instance.  Learn  more  at  CIT.com.  We  see  what  you  see. 
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Going  Private 


WHILE  REGULATORS  PONDER  HOW  TO  PROMOTE 
new  investment  in  the  grid,  I'm  wishing  I 
could  pay  my  utility  hard  cash  to  bury  50  yards 
of  overhead  power  line  feeding  my  home  in 
the  suburbs  of  Washington,  D.C.  The  house  is 
in  a  built-up  area — a  stone's  throw  from  apartment  com- 
plexes, a  high-rise  hotel  and  a  subway  station.  But  it  took  our 
utility  (Pepco)  a  full  eight  days  to  restore  power  to  our  home 
after  September's  visit  from  hurricane  Isabel.  This  right  on 
the  heels  of  some  unexceptional  storms  that  moved  through 
the  area  on  Aug.  26  and  27 — those  left  us  without  power  for 


Transmission  lines 

extend  deep  into 

urban  areas. 

Why  not  let 

entrepreneurs  bury 

the  cables  and  sell 

the  real  estate? 


five  days.  Ice  storms  blacked 
us  out  for  five  days  as  well  in 
1999.  This  year  will  set  a 
truly  dismal  record,  but  the 
fact  is,  we're  in  the  dark  for 
an  hour  or  more  at  least  five 
days  every  year,  and  I  can't 
remember  a  year  when  we 
didn't  have  at  least  a  couple 
of  blackouts  that  lasted  a  lot 
longer  than  that. 

The  source  of  the  prob- 
lem is  plain  enough:  the 
beautiful  old  trees  that  line 

our  street.  Weather  brings  branches  down  on  the  lines,  and 
if  the  branches  don't  bring  down  the  lines  themselves,  short 
circuits  blow  the  fuses  that  protect  the  pole-mounted  trans- 
formers. That  cuts  off  power  to  the  small  clusters  of  homes 
served  by  each  unit.  Whenever  a  storm  causes  any  wide- 
spread outage,  the  utility  works  on  all  the  bigger  problems 
first,  before  getting  around  to  the  ten-minute  job  of  replac- 
ing the  fuse  to  relight  the  last  three  houses  on  our  particular 
street.  Burying  the  wires  would  solve  the  problem — but  that 
costs  money. 

It's  reasonable  enough  for  my  utility  to  set  priorities  in  its 
restoration  efforts;  what  makes  no  sense  is  that  however  will- 
ing my  neighbors  and  I  might  be  to  pay  extra  for  a  slightly 
better  grid,  we  can't.  This  is  very  egalitarian,  but  it  is  also 
very  stupid.  Affluence  is  always  unfair,  but  the  more  the  af- 
fluent spend  on  their  end  o(  the  grid,  the  better  it  is  for  the 
less  well  off— my  utility  could  replace  fuses  faster  in  other 
neighborhoods  if  it  didn't  have  to  replace  them  at  all  in  mine. 

Businesses,  !  .  •!  .j,ua  centers  already 

pay  more  for  better  powe  their  own  private 

grids  and  backup  gent  ral  s  can  buy  genera- 

tors, too,  bin  -  Ten  grand 

will  get  you  an  8-kilow; 
standby  generatoi    vitl 
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automatic  transfer  switel 
plenty  of  power  for  home 
sentials.  But  you  and  19  nei 
bors  can't  spend  $1,000  e 
to  bury  a  short  stretch  of 
overhead  line,  even  thod 
that  would  be  a  more  econd 
ical  (and  cleaner,  energy-ej 
cient)  way  to  accomplish 
same  result. 

A  bottom-up  approach 
grid  improvement  could 
long  way.  A  few  hundred  small  businesses  and  homes  def 
a  1 -megawatt  load,  which  is  big  enough  to  justify  an  effici 
low-emission  backup  generator.  The  tail  end  of  the  grid  it! 
already  wires  such  clusters  together  and  switches  can  rea( 
be  deployed  to  permit  local-area  power  grids  to  draw  e 
tricity  from  the  big  power  plants  when  the  utility's  e 
ment  is  up  and  running  and  to  operate  a  backup  system 
it  isn't.  Utilities  could  do  such  things  themselves,  but  regtl 
tors  won't  let  them  customize  either  their  prices  or  the  q« 
ity  of  service  they  provide. 

How  much  further  might  a  creeping  privatization  of  I 
grid  be  pushed?  Privatizing  big  transmission  lines  that  1 
across  hundreds  of  miles  of  open  countryside  would  set 
to  be  infeasible,  but  why  not  at  least  stay  open  to  the  pol 
bility  of  facilitating  such  schemes  in,  say,  10-mile  stretchl 
Many  of  those  lines  extend  deep  into  urban  areas,  across  w 
valuable  real  estate.  And  new  technologies — like  superci 
ducting  cables — -are  now  at  hand.  Offered  the  opportune 
entrepreneurs  might  indeed  step  in  to  bury  cables  in  1 
change  for  the  right  to  make  better  use  of  the  real  estate 
the  surface. 

Same  with  the  tennis-court-size  "substations"  that  trai 
form  and  switch  power.  These  are  all  over  the  place,  ml 
of  them  on  prime  land  in  urban  and  suburban  neighhj 
hoods.  Upgrade  the  often  antiquated  hardware  with  mj 
ern  technology  and  you  free  up  a  lot  of  real  estate,  which  < 
be  used — among  other  things — to  deploy  backup  general 
stations  or  solar  cells,  fuel  cells  or  other  technologies 
communities  ready  to  pay  a  premium  to  feel  greener  ab| 
their  power. 

The  grid  is  so  familiar,  essential  and  dauntingly  huge  t 
even  the  most  free-market-oriented  pundits  rarely  prop 
taking  it  apart  and  placing  the  pieces  under  truly  private  o 
trol.  An  incremental,  bottom-up  strategy  for  doing  just  t 
should,  nevertheless,  be  given  serious  consideration. 

Peter  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environ 
the  Environmentalists.  Visit  his  home  page  at  www.forbes.com/huber. 
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Northern 
Exposure 


Why  have  U.S.  companies  beer 
going  to  Canada  to  convert  to 
income  trusts?  Quick,  someon 

call  the  IRS.  by  nathan  vardi 


DAVID  EVANS,  CHAIRMAN  OF 
Chicago  private-equity  firm 
Glencoe  Capital,  needed  an  exit 
strategy.  His  firm  held  a  con- 
trolling interest  in  Premium 
Foods,  an  amalgam  of  meat  producers — 
like  Nathan's  (franks),  Fischer's  (hacon) 
and  Mosey's  (corned  beef) — he  had 
lashed  together.  With  few  prospects  for 
internal  growth,  Premium  which  earned 
$4  million  on  sales  ol  $238  million  for  the 
nine  months  ended  Sept.  28,  2002,  had  a 
slim  chance  of  a  public  offering.  The  cold 
merger  market  made  finding  a  strategic 
buyer  equally  tough. 
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Instead,  Evans  renamed  his  investment 
Specialty  Foods  Group  and  went  north  to 
Canada,  where  his  business  could  avoid 
paying  U.S.  income  taxes  by  morphing 
into  something  called  an  income  trust  and 
where  he  could  sell  out  for  a  high  multiple 
of  pretax  income.  Evans,  who  did  not 
return  phone  calls,  isn't  the  only  one 
pulling  off  such  tax  dodges. 

From  time  immemorial,  owners  of 
companies  have  labored  ingeniously  to 
make  business  profits  look  like  interest, 
rather  than  return  on  equity,  in  order  to 
avoid  double  taxation.  Michael  Milken 
played  the  game  by  loading  up  companies 


with  debt.  Another  way:  reclassil 
equity  as  debt.  Congress  created  am 
exemption — real  estate  investment  t: 
which  allow  most  of  the  profits  to 
through  to  shareholders,  who  are  1 
just  once.  Trouble  is  that  Congress  lii 
such  advantages  to  REITs  and  occas 
energy  trusts.  Most  operating  comp 
need  not  apply.  But  up  in  Canada,  th( 
are  much  looser:  You  can  convert  al 
any  business  into  a  tax-advantaged  ti 
Not  since  the  War  of  1812  have  / 
icans  thrown  themselves  with  such  pu 
across  the  49th  parallel.  In  the  last  ye; 
companies,  either  U.S.-based  or  with 


reach 


AVAyA 


a  higher  plane 
of  communication 


ACTION  is  what  Jenny  Craig  had  in  everywhere  from  local  centres  to  corporate       the  future."  No  wonder  small  and  medium- 

More  and  more,  Jenny  Craig's  clients     offices.  Well,  no  sweat.  In  the  state  of  Avaya,     sized  businesses  in  the  U.S.  have  made 


d  to  talk  to  weight  loss  consultants 
lere,  anytime.  To  serve  them  all,  a 
lunications  system  was  needed  that 
ependable,  expandable,  simple  to 
I  and  manage.  Plus,  it  had  to  go 


our  IP  Office  solution  ships  pre-configured 
to  every  location's  needs.  So  everything 
works  and  everyone  saves  time.  All  while 
getting  a  solution  Jenny  Craig  says  "will 
work  for  us  today  while  positioning  us  for 


Avaya  solutions  the  #1  choice  for 
communications  systems.  Ask  about  our 
0%  financing  and  customer  rebates  on 
selected  products.  Call  866-279-0720 
or  go  to  avaya.com/jc2. 
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Unified    Communication 
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Jenny  Craig  beeame  a 

LEAN  MACHINE 

with  Avaya  voice  &  data  &y&tem&  that  run 

RIGHT  OUT  OF  THE  BOX. 
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Tax  Dodges 


of  their  revenues  coming  from  the  States, 
have  raised  upwards  of  $1  billion  by  selling 
units  in  Canadian  trusts.  U.S.  companies 
are  essentially  combining  some  of  the  ways 
owners  have  traditionally  reduced  their  tax 
bills — piling  on  the  debt  and  filtering  erst- 
while dividends  through  trusts.  In  Canada 
the  income  generated  by  a  trust  is  passed 
along  to  the  unitholders  without  being 
taxed  at  the  corporate  level — no  questions 
asked.  But  the  underlying  U.S.  company 
needs  to  reduce  its  tax  liability,  too.  So  it 
characterizes  most  of  its  payments  to  the 
Canadian  entity  as  tax-deductible  interest. 
Little  surprise  that  American  firms  have 
been  lining  up  at  the  border,  ready  to  raise 
hundreds  of  millions  more,  even  though 
the  Bush  Administration  slashed  dividend 
taxes  earlier  this  year. 

One  small  problem:  These  trusts  might 
not  stand.  They're  okay  only  if  the  Internal 
Revenue  Service  determines  that  the  notes 
being  used  to  make  tax-deductible  pay- 
ments should  be  regarded  as  debt.  But  even 


Deloitte  &  Touche  and  KPMG  are  also  tak- 
ing a  closer  look  at  their  clients.  Their 
angst  has  forced  potential  trust  converts  to 
put  their  deals  on  hold  indefinitely. 

What's  driving  this  racket?  The  hunger 
for  new  fees  led  bankers  to  match 
investors'  search  for  high  yields  with 
mature,  slow-growth  companies  and  their 
owners,  who  were  desperate  to  unload 
them.  The  market  capitalization  of  these 
tax-sheltered  income  trusts  has  nearly 
quadrupled  in  four  years  to  $42  billion, 
7%  of  the  entire  Toronto  Stock  Exchange. 

Investment  firms  have  been  feasting  on 
this  formula.  Kohlberg  Kravis  Roberts 
arranged  a  $2  billion  leveraged  buyout  for 
Bell  Canada's  phone  directories  business 
last  year,  investing  $350  million  for  a  60% 
stake,  later  converting  it  into  an  income 
trust.  Miraculously,  it  thereby  achieved  a 
return  of  240%  in  six  months.  How?  The 
conversion  raised  $740  million,  which  KKR 
used  to  pay  down  the  debt  incurred  in  buy- 
ing out  the  company,  and  left  KKR  with  a 


If  calcined  petroleum  coke  can  command 
a  premium,  why  not  mattresses,  bleach, 
sardines,  peat  moss  or  processed  meats? 


the  companies  admit  there's  a  chance  the 
IRS  will  regard  the  notes  as  equity — mean- 
ing lower  deductions  and  higher  taxable  in- 
come for  the  operating  company  and  mak- 
ing it  impossible  for  it  to  make  planned 
payouts.  "U.S.  companies  are  deducting  in- 
come and  paying  all  of  their  profits  to 
Canadians  who  will  be  taxed  on  them,"  says 
Leslie  Lundquist,  manager  of  the  Bissett  In- 
come Fund,  who  has  refused  to  buy  Cana- 
dian trusts  built  on  U.S.  companies  in  her 
$400  million  portfolio.  "The  IRS  isn't  going 
to  have  a  problem  with  this?" 

Not  yet,  anyway.  "We  are  aware  of 
these  types  of  transactions,  and  are  con- 
sidering the  issues  they  raise,"  says  an 
agencv  spokesman.  But  accounting  firms, 
even  oni  s  that  have  signed  off  on  such 
deals,  ing  away,  feai  :ng  the  wrath 

of  the  li  month  Pricewaterhouse- 

Coopcrs  niptly  is  Specialty 

Foods' audito  nov       iminingits 

other  income  I  underly- 

ing companies .,  merican. 


42%  stake  worth  $1.2  billion.  Private- 
equity  firm  American  Industrial  Partners 
achieved  a  similar  miracle.  It  converted 
New  York-based  Great  Lakes  Carbon,  the 
world's  largest  producer  of  calcined  petro- 
leum coke  used  to  process  aluminum,  into 
a  Canadian  income  trust,  raising  $133  mil- 
lion and  receiving  securities  convertible 
into  units  worth  $150  million,  or  2.3  times 
what  American  Industrial  bought  Great 
Lakes  Carbon  for  five  years  earlier  in  1998. 
If  calcined  petroleum  coke  could  com- 
mand a  premium,  why  not  mattresses, 
bleach,  sardines  or  processed  meats?  In 
March,  Crestview  Hills,  Ky. -based  Spe- 
cialty Foods  listed  on  the  Toronto  Stock 
Exchange,  ultimately  selling  45%  of  its 
equity  through  a  trust  for  $133  million, 
luring  investors  with  a  14%  yield  paid 
with  pretax  income.  The  only  problem, 
Specialty  Foods  conceded  in  its  offering 
prospectus,  was  that  "there  can  be  no 
assurance  that  position  would  be  sus- 
tained if  challenged  by  the  IRS." 


An  undisclosed  amount  of  the  pr< 
ceeds  from  the  sale  went  into  Glencoe 
pockets.  According  to  reported  financial 
Specialty  Foods,  during  its  first  quarter; 
a  trust  (ended  June  28),  ran  an  income  fc 
rate  of  4%,  way  less  than  the  30%  or ! 
that's  typically  applied  to  corporations : 
the  U.S.  The  company's  free  cash  flow  i 
$6.3  million  (cash  flow  from  operatioi 
minus  capital  expenditures)  was  ju 
enough  to  cover  its  $4.6  million  quarter 
payout  to  trust  unitholders. 

But  something  was  amiss.  Last  monl 
only  six  months  after  the  offering,  Pric 
waterhouse  resigned,  leaving  Special 
Foods  without  an  auditor  and  promptr 
the  price  of  its  income  trust's  units  to  sit 
15%  below  the  offering  price.  While  Pric 
waterhouse  gave  no  reason  for  its  sudd 
departure,  Specialty  Foods  says  t 
accounting  firm  got  cold  feet  about  t 
interest  deductions  the  company  was  fc 
ing  on  its  payouts  to  unitholders. 

There's  cause  for  suspicion.  The  coi 
pany  offered  investors  an  eye-searing  14 
yield,  which  looks  dubious  since  Speck 
Foods  is  paying  only  6.5%  on  its  ba 
loans.  "The  problem  is,  the  yield  is  so  h? 
it  makes  you  look  like  you're  trying 
avoid  taxes,"  says  Maria  Rabiasz,  a  St. 
dard  &  Poor's  analyst. 

Those  high  yields  are  proving  tough 
meet.  Specialty  Foods  last  month  s 
pended  its  quarterly  payout  to  its  origi 
investors,  citing  high  beef  prices.  Sun  ( 
Horticulture  Income  Fund,  whose  unc 
lying  company  harvests  peat  moss 
Canada  and  sells  80%  of  it  in  the  U.S., 
its  payout  by  14%  in  June  after  hig 
energy  prices  ate  into  its  profits.  Tl 
there  is  the  Atlas  Cold  Storage  Inco 
Fund  (whose  underlying  firm  is  a  w; 
house  operator  generating  most  of  its  i 
enue  in  the  U.S.),  which  suspendec 
third-quarter  payout  last  month  a 
admitting  it  had  goosed  prior  profit: 
capitalizing  some  expenses  as  assets. 

Wall  Street  is  taking  a  closer  k 
Lehman  Brothers  tax  expert  Robert A 
lens  notes  the  courts  have  generally  ok; 
such  deductibility  as  long  as  it  appears  I 
sonable  that  the  "debt"  will  be  repaid, 
why  bother?  With  the  Bush  tax  cut  br  ] 
ing  the  dividend  rate  down  to  15%  mi 
it's  better  to  pay  the  damn  tax. 
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Not  everyone  has  the  same  career  goals.  But  practically  everybody  can  turn  to  the  same  company  to  realize  their  potential. 
State  Farm1  With  opportunities  for  people  who  are  ready  to  lead  and  feel  challenged.  Are  you  one  of  those  people? 


LIKE  A  GOOD  NEIGHBOR 


STATE    FARM 


INSURANCE 

® 


STATE  FARM  IS  THERE.1 


For  more  information,  visit  statefarm.com'1' or  emailjobopps.corpsouth@statejarm.com. 

State  Farm  •  Home  Offices:  Bloomington,  Illinois  •  An  Equal  Opportunity  Employer 
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IBM  recommends  Microsoft 
Windows  XP  Professional 
for  Business 
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What  if  your  data  was  locked  down 
and  mobile  at  the  same  time? 

What  if  you  could  combine  the  safety  of  a  locked  office 
wiih  the  freedom  of  no  office  at  all?  This  ThinkPad*  T40  is 
equipped  with  wireless  Inter  Centrino'"  Mobile  Technology, 
data  encryption  and  embedded  security1  making  it  the 
most  secure  wireless  notebook  in  the  industry? 
So  your  work  can  stay  protected  behind  closed  doors. 
And  you  don't  have  to  be. 

ThinkPad. 

Where  the  world's  most  innovative  people  choose  to  think. 
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ThinkPad  T40 
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A  This  secuiily  provides  an  extra  layer  of  protection  lor  your  passwords  and  documents.  No  one  offe-i 
loss  PC.  IBM  product  names  are  trademarks  or  registered  trademarks  ot  International  Business  Machines  Co 
Centrino  logo,  and  the  Intel  Inside  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  su 
A  All  other  company  names  are  trademarks  of  their  respective  companies,  i  2003  IBM  Corp  All  rights 


200  Up  &  Comers 


BY  CECILY  J.  FLUKE  AND  LESLEY  KUMP 

SHARE  PRICKS  OF  THIS  YEAR'S  LIST  OF  200  ENTREPRENEURIAL  COMPANIES  ARE  UP  AN  AVERAGE  OF  58%  OVER  THE 
past  12  months,  compared  with  36%  for  the  Russell  2000  Index.  Hot  Shots,  indeed.  During  that  same  period, 
earnings  per  share  increased  19%,  and  return  on  equity  rose  15%,  with  scant  leverage.  Our  tables  offer  a  snap- 
shot of  a  company's  recent  performance.  Instead  of  a  number  for  revenue  and  EPS  growth  over  the  last  12 
months,  we've  provided  arrows  to  signify  when  those  latest  results  are  over  10%  higher  or  lower  than  the  five-year 
growth  numbers.  Don't  see  an  arrow  next  to  the  number?  This  means  growth  over  the  past  year  was  between  0%  and  10% 
greater  or  less  than  in  the  earlier  period. 

Sixty-eight  companies  fell  off  the  list  this  year,  34  are  first-timers  and  34  have  rejoined  after  being  dropped.  Such  are 
the  vicissitudes  of  small  caps. 

Our  Hot  Shots  mirror  larger  trends  in  America.  With  health  care  a  swelling  component  of  the  GDP,  for  instance,  it's  no 
surprise  to  find  50  medical-related  companies  on  our  list — from  drug  development  and  managed-care  services  to  surgical 
equipment.  Among  them:  Synovis  Life  Technologies,  debuting  on  our  list  (rank  19).  Revenues  are  up  54%  over  the  last  12 
months,  thanks  to  its  Peri-Strips,  used  to  reinforce  staple  lines  in  gastric  bypass  surgery. 

Many  Hot  Shots  have  exploited  the  war  on  terrorism  in  various  ways.  CPI  Aerostructures  (rank  10),  which  makes  sub- 
assemblies for  military  aircraft,  is  a  newcomer  to  the  list.  So  is  Fargo  Electronics  (rank  51), 
which  develops  desktop  systems  that  make  identification  cards  for  government  agencies, 
schools,  hospitals  and  sports  arenas. 

Our  tough  selection  process  starts  with  a  screen  from  Los  Angeles-based  William 
O'Neil  &  Co.'s  database  of  more  than  3,500  companies  whose  latest  12-month  sales 
were  $5  million  to  $600  million.  To  cull  solidly  profitable  candidates,  we  tossed  out 
those  with  a  net  margin  (excluding  nonrecurring  and  extraordinary  items)  or  five-year 
average  ROE  below  5%.  Liquidity  was  also  a  must:  Shares  had  to  be  trading  above  $5 
by  the  end  of  September.  Out,  too,  went  banks,  utilities,  real  estate  investment  trusts 
and  limited  partnerships  whose  financial  structures  are  too  different  from  most  oper- 
ating companies. 

From  there  we  dove  into  the  footnotes  of  financial  statements  for  at  least  the  past 
two  years,  excluding  any  outfit  that  went  public  after  Jan.  1,  2001.  We  poked  to  find 
examples  of  major  litigation  that  could  adversely  affect  a  company's  finances  or  of  sig- 
nificant management  shuffles.  For  the  final  ranking,  equal  weight  was  given  to  growth 
in  sales,  earnings  and  ROE  for  the  past  five  years  and  the  latest  12  months.  For 
additional  information,  features  and  performance  data,  visit  our  Web  site  at 
www.forbes.com/hotshots.  F 
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Hot  Shots  900  Up  &  Comers 


Ground 


Amnon  Landan  learned  to  create  his  own  luck  as  an  Israeli 
commando.  Now  he  is  pushing  Mercury  Interactive  to  find  new 
challenges— and  to  climb  into  the  top  ranks  of  the  software  business. 


BY  BRUCE  UPBIN 
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AMNON  LANDAN  HAS  RISEN 
a  bit  in  the  world  since  the 
morning  he  first  woke  up 
in  Silicon  Valley.  Then — it 
was  1981 — he  was  rattling 
across  North  America  with 
his  girlfriend  (and  now  wife 
of  20  years)  Yael  in  a  rusted-out  Chevy 
Vega.  The  two  slept  on  a  mattress  where  the 
backseats  used  to  be.  Not  that  Landan 
cared.  The  22-year-old  had  just  spent  four 
years  hunting  terrorists  in  Lebanon  with 
the  Israel  Defense  Forces.  The  night  he 
pulled  into  the  Bay  Area  he  found  that  the 
closest  campground  to  the  city  was  in  Red- 
wood Shores.  "A  stone's  throw  from  Ora- 
cle's future  headquarters,"  he  jokes. 

Twenty-three  years  and  five  round-trip 
moves  between  Israel  and  the  U.S.  later, 
Landan  has  more  than  arrived.  The  com- 
pany he  leads — Mercury  Interactive,  in 
Sunnyvale,  Calif. — is  one  of  the  hottest 
software  firms  in  the  world.  Its  tools  catch 
glitches  in  software  projects,  make  crucial 
Web  and  business  programs  run  smoothly 
and  help  automate  the  job  of  running 
information  technology  departments. 

Revenue  is  up  36%  annually  since 
1997  and  24%  in  the  past  year  (the  com- 
pany ranks  15  on  our  list).  Sales  should 
reach  $500  million  for  2003,  with  $85  mil- 
lion in  net  profit  and  more  than  $  1  billion 
in  the  bank.  Landan  can  afford  better 
wheels  now.  He  has  sold  some  $50  million 
in  shares  over  the  years  and  has  vested 
options  worth  another  $25  million. 

But  compared  with  software  titans 
such  as  Microsoft,  Oracle,  IBM  and  SAP, 
Mercury  is  still,  relatively  speaking,  small- 
time. Just  don't  tell  Landan  that.  "Small"  is 
a  curse  word  in  Silicon  Valley  these  days.  If 
you're  small,  corporate  buyers  don't 
answer  your  calls.  Bigger  companies  either 
buy  you  out  on  their  terms  or  let  you  melt 
into  slow,  excruciating  liquidation. 

"There  is  no  advantage  to  being  the 
biggest  dwarf,"  says  Landan.  He's  con- 
vinced his  troops  they're  already  a  big  com- 
pany. In  separate  conversations,  four  of  his 
top  guys  cited  the  same  goal:  Break  the  cir- 
cle of  the  leading  five  software  companies. 
A  long  shot,  perhaps,  but  dreams  are 
powerful  goads,  and  corporate  tech  buyers 
always  need  the  kind  of  software  Mercury 
sells.  It  has  galloped  right  through  the  head 
winds  of  the  worst  tech  recession  in  history. 
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Landan's  latest  sales  pitch  is  like  a 
Bloody  Mary  for  hungover  masses.  Still 
emerging  from  the  e-bacchanalia  of  1998 
to  2000,  chief  information  officers  are  only 
now  wresding  with  how  to  make  the  stuff 
they  bought  (and  people  they  kept)  work 
better.  The  typical  big  company  spends 
half  its  capital  budget  on  IT  but  wastes 
20%  of  it. 

That  misery  is  Mercury's  meal  ticket. 
It  has  half  of  the  world  market  for  tools 
that  automate  the  testing  of  new  applica- 
tions before  they're  ready  to  run.  Most  big 
firms  run  between  500  and  1,000  applica- 
tions automating  crucial  functions  such  as 
sales,  financials,  network  management  and 
manufacturing.  Nine  out  of  ten  of  these  IT 
projects  are  delivered  late,  so  only  25%  of 
new  software  apps  are  thoroughly  stress- 
tested  before  they're  put  to  work.  As  a 
result,  four  of  ten  software  projects  fail  to 
meet  their  business  objectives. 

Since  1999  Mercury  has  branched  into 
tools  to  keep  applications  in  tune  after 
they're  in  place.  Last  May  it  paid  $225  mil- 
lion in  stock  and  cash  for  Kintana,  whose 
software  tracks  global  IT  projects  and  re- 
sources so  buyers  and  planners  don't 
screw  up  again.  Mercury's  7,500 
customers  include  Cisco  Sys- 
tems, GE  Medical,  Dow  Chem- 
ical and  Charles  Schwab. 

The  Bay  Area  is  littered 
with  companies  that  blew  up 
trying  to  get  from  $500  million 
in  sales  to  the  billion-dollar 
mark — Lotus,  Novell  and  Word 
Perfect  all  got  mugged  in  that 
neighborhood.  While  Mercury  is 
trying  to  set  an  agenda  for  how  to  do 
IT  well,  so  are  IBM  (with  $81  billion  in 
revenue),  Hi'  ($56  billion  revenue), 
Siebel  Systems,  Oracle  and  Com- 
puter Associ;' 

Still,  tnve  oked    S 

beyond  whatever  i  Lsks  Mercur) 
is  facing.  Thoug 
70%  off  their  2000  hig 
at  a  bubblelike  multip]  .  this 

year's  estimated  profits. 

And,  with  each  new  | 
hungrily  hauls  itself  lip  th 
chain.  Its  rivals  are  no  longer  tii 
have  heard  of,  but  the    'ggesl  infra 
software  companies.  "\\i   ised  to  i 

142      I    O  R  B  B  S  ■ 


the  two  guys  running  quality  assurance; 
now  we're  meeting  with  chief  information 
officers  and  CEOs,"  says  Landan. 

Getting  there  took  a  combination  of  tal-  - 
ent,  connections  and  the  gumption  to 
squeeze  the  juice  out  of  every  opportunity 
that  came  along.  Landan  grew  up  in  a 
middle-class  family  outside  of  Tel  Aviv.  His 
father  was  a  role  model:  an  engineer  and  ca- 
reer officer  with  the  Israel  Defense  Forces.  As 
is  required  of  all  18-year-olds,  Amnon  en- 
tered the  army  in  1976  as  a  paratrooper,  sta- 
tioned primarily  in  the  buffer  zone  Israel 
carved  out  of  southern  Lebanon. 

It  was  business  school  in  uniform.  At 
age  20  he  was  leading  a  platoon  of  25;  at 
age  21,  a  company  of  65.  They  slept  in  the 
same  tent  and  went  on  nightiy  helicopter 
drops  hunting  for  terrorists.  Though  he 
says  he  was  fired  upon  during  these  covert 
missions,  he  claims  never  to  have  been 
shot  and  never  to  have  lost  a  man.  As  far  as 
he  knows  he  killed  no  one. 

The  experience  of  being  young,  in 


charge  and  under  fire  taught  Land; 
many  other  Israelis  how  to  run  fast- 
ing companies  (see  p.  144):  Assert  yo 
thority  when  necessary — "There's  n 
fusion  that  I  run  the  show" — bu 
lieutenants  wide  operating  freedom, 
dan  has  no  weekly  or  monthly  me 
with  his  seven  direct  reports.  He 
maximum  price  for  the  Kintana  a 
tion,  but  let  Vice  President  David 
work  out  all  the  details.  "If  som 
comes  to  me  with  an  issue,  that  means] 
already  failed  at  solving  it,"  says  Lam 

Running  covert  ops  taught  hi 
essential  goal  of  creating  your  own  lm 
learned  that  when  someone  is  shooi 
you,  you  have  a  choice,"  says  Landan 
can  stay  behind  a  rock  and  you  wonl 
shot,  but  you  won't  get  anywhere,  eiti 
you  jump  from  one  rock  to  anothe 
risk  getting  killed,  but  you'll  also  get  s 
where,  maybe  a  better  look  at  the  en 

Hopping   rocks  became   Land 
operating  principle.  After  his  discn 


Swai 


Three  firms  clean  up  bu 
IT  with  Mercury's  softwj 

increase  in  on-time,  on-bu 
IT  projects  since  early  2003  (Xcel  Enen 


tickets  sold  per  hour  by 
airline  that  ran  five  "tuning"  sess 
over  ten  days  to  unglitch  its  e-ticki 
Web  site  and  hit  its  sales 

canceled  six-figure  comf 

hardware  order  after  a  hotel  c 

debottlenecked  its  Web  reservation  sys 
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and  road  trip  across  America,  he  returned 
to  Israel  for  a  bachelor's  degree  in  com- 
puter science  at  the  Technion-Israel  Insti- 
tute of  Technology,  Israel's  equivalent  of 
MIT.  He  worked  part  time  as  a  program- 
mer to  make  tuition.  When  he  got  out  in 
1985,  Landan  took  a  low- level  engineering 
management  job  with  the  Israeli  research 
staff  of  Daisy  Systems.  Based  in  Mountain 
View,  Calif.,  Daisy  was  a  darling  of  its  day, 
founded  by  the  revered  Israeli  entrepre- 
neur Aryeh  Finegold,  who  realized  he 
could  tailor  computer  workstations  to 
enable  the  swift  design  and  testing  of  chip 
circuitry.  Daisy  shot  from  zero  to  $122 
million  in  sales  from  1980  to  1985.  Soon 
after  his  hiring,  Landan  was  sent  to  Silicon 
Valley  to  work  with  Daisy's  stateside 
research  team.  He  wistfully  recalls  those 
days:  "I  raised  two  kids  and  golfed." 

But  Daisy's  sales  reversed  a  year  later 


after  its  technology  lagged.  Shares  plopped 
from  $37  to  $5  in  mid- 1986,  and  the 
board  ousted  Finegold.  He  landed  the  top 
job  at  a  new  startup  called  Ready  Systems, 
and  colleagues  there  advised  him  to  hire  a 
programmer  named  Amnon  Landan.. 


Hardly.  Landan  bumped  into  Fine; 
at  Daisy's  1989  annual  meeting.  Hard  i 
ings  had  ebbed,  and  Finegold  needed 
ent  for  his  new  idea,  which  morphed 
Mercury  Interactive.  He  had  already  ra 
$5.5  million  on  the  strength  of  a  busi 


"I  figured  that  was  one  guy  I'd 
never  do  business  with  again." 


That  first  encounter  didn't  go  so  well. 
Landan  signed  with  Ready  but,  after  a 
quick  trip  home  to  Israel  to  be  with  his 
dying  father,  Landan  changed  his  mind 
and  told  Finegold  he  wasn't  coming  back. 
"I  figured  that  was  one  guy  I'd  never  do 
business  with  [again],"  says  Landan. 


Commandos-in-Chief 


The  Israel  Defense  Forces  are  all  the  B-school  an  Israeli  needs.  Precocious 
teens  are  vetted  for  coveted  slots  in  the  Air  Force,  Intelligence  Corps  and  com- 
munications units.  They  go  on  to  populate  the  country's  vibrant  tech  sector.  See 
also:  Gil  Shwed  of  Check  Point  and  Comverse's  Kobi  Alexander.  -Lea  Goldman 


YOSSI  VAROI,  61,  VENTURE 
CAPITALIST.  FIRST  SERG 
AIR  FORCE.  1961-64. 


"In  the  business  world  there 
disconnect  between  techn 
cal  skills  and  managerial  skills 
The  Army  closes  this  gap.  What 
you  get  in  the  Ivy  League .  vou 
get  in  our  technology  units 
Kids  are  given  multimillion- 
dollar  projects  and  leeway  to 
make  big  decisions.  Used  to  be 
you  went  on  to  study  law.  Now 
i  lothers  want  their  kids  to  drop 
out  and  join  a  startup." 


SOY  2ISAPEL,  32.  CHIEF  OF 
HADWARE.  INTELLIGENCE 
°S.  1383-94. 

'mentality  here  is  very  dif- 
ferent. We're  a  young  country, 
we  have  to  take  risks,  be  ag- 
-ive.  We're  still  fighting  for 
'al.  And  because 
ill  country,  we  think 
Oay  One.  It's 
va  a  local 
pen  sub- 
But  we  keep 

the 
ig  talent." 


SHABTAI  ADLERSBERG,  50, 
CHIEF  OF  AUDIOCODES.  MAJOR, 
COMMUNICATIONS.  1974-83. 

"When  you're  in  the  Army  you 
are  in  a  greenhouse.  You  don't 
face  the  same  issues  as  you  do 
in  the  startup  world  because  in 
the  Army  you're  getting  a  pro- 
found education  in  technology 
and  using  the  most  advanced 
technological  equipment . . . 
But  they  are  similar,  because 
there's  always  a  limited  budget 
and  you're  always  working 
on  deadline." 


plan  to  produce  a  software  product 
would  automate  one  of  the  most  ted 
aspects  of  Unix  application  developm 
a  process  called  regression  testing.  S 
ware  engineers  have  to  retest  newly  m 
fied  code  after  each  change  to  make  su 
still  complies  with  specified  requirem 
and  that  the  good  code  is 
untouched. 

Finegold  tapped  Landa 

run  one  of  the  two  developr 

groups  in  Israel  and  instillec 

customer-love  practices 

Mercury  still  lives  by  to 

"R&D  guys  are  the  smai 

group  in  any  company,"  he 

"But  their  logic  is  often  wi 

for  customers.  And  they  w 

listen  to  product  marketing  , 

no  matter  how  much  they  t 

He  rotated  R&D  folks  thrc 

stints  on  the  customer  hot  | 

to  hear  complaints  and  i 

pitches.  "Now  they  fight  to  t 

the  most  commercially  sue 

ful  product,  not  the  most  tec 

cally  advanced  project." 

Mercury  turned  its  first  { 
in  1993,  with  half  its  then  J 
million  in  venture  capital  stil 
spent.  That  year  Fine 
brought  Landan  back  to  Si 
Valley  to  run  operations 
thought  he'd  stay  a  coup 
years  and  then  move  bac 
Israel,  so,  over  the  next  six ) 
as  he  and  Finegold  built  the  i 
pany  together,  he  refused  to 
home  in  California  (probab 
worst  financial  decision). 
In   1995   Landan  be< 
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e  things  are  best  When  they  have  a  numerous  market  rotations.  This  perspective  allows  them  to 

irise  inside.   Not  your  investments.  keep  our  funds  on  course  for  the  long  term.  To  learn  more, 


please  call  your  advisor  or  visit  www.americancentury.com. 


you  choose  a  value  fund,  you  expect  it  to  perform  like 
>  fund.  Which  is  why  our  funds  are  managed  to  ensure 
©nsistency.  They  let  you  build  a  balanced  portfolio 
onfidence.  Our  seasoned  managers  have  been  through 


You'll  find  the  way  we 
manage  our  value  funds 
says  a  lot  about  our 
values  as  a  company. 
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Equity 
Income 

(TWEIX) 

S&P  500 

1  Year 

4.84% 

0.25% 

3  Years 

11.92% 

-11.20% 

5  Years 
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-1.61% 

Life  of  Fund 
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(8/1/94) 

las  of 6/30/03) 

10.75% 

(7/31/94) 
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president,  with  responsibility  for  world- 
wide sales.  Mercury  jumped  quickly  onto 
every  technology  wave  that  came  along. 
Enterprise  resource  planning?  Its  products 
were  certified  as  standard  tests  for  all  the 
big  packages  from  SAP,  PeopleSoft  and 
Oracle.  It  was  milking  the  millennium  bug 
in  early  1998  with  a  product  called  Test- 
Suite2000.  It  met  Web  mania  with  e-com- 
merce  app-testing  products.  Within  just 
nine  months  in  1999  Web-based  business 
went  from  10%  of  sales  to  70%.  Sales 
would  zoom  from  $76  million  in  1997  to 
$300  million  in  2000. 

Landan,  who  took  over  as  chief  execu- 
tive when  Finegold  left  in  1999,  was  forced 
to  keep  things  real  during  the  bubble.  Mer- 
cury's market  value  hit  $12  billion  in  Sep- 
tember 2000  and,  he  says,  "I  had  to  con- 
stantly throw  cold  water  on  things."  At  one 
employee  gathering  Landan  stood  up  and 
said,  "If  someone  here  thinks  they  can  just 
sit  and  vest  on  their  overpriced  options, 
they  won't  be  here  to  vest." 

He  has  adamantly  rejected  the  trap- 
pings of  new  tech  wealth.  He  doesn't  hob- 
nob with  the  Sand  H01  Road  venture  capi- 
tal crowd  and  lives  in  upscale  Los  Altos, 


not  the  ridiculously  elite  burbs  of  Atherton 
or  Woodside.  His  sends  his  kids  to  public 
high  school  and  shuns  the  exclusive  golf 
courses,  opting  to  play  at  dawn  at  a  munic-  - 
ipal  course  built  on  a  landfill  in  Mountain 
View.  His  usual  foursome  didn't  e.ven 
know  he  was  a  software  multimillionaire 
until  months  after  meeting  him.  "I  don't 
like  the  idea  of  kissing  people's  asses  just  so 
they  would  recommend  me  for  member- 
ship at  a  better  course,"  he  says. 

In  the  midst  of  the  fool's  gold  rush 
Landan  made  the  rare  decision  to  take 
profits  and  reinvest  them  in  a  new  growth 
engine:  software  to  measure  performance 
of  applications  after  they're  up  and  run- 
ning, the  so-called  production  phase.  "I 
told  him,  'Good  luck.'  These  are  different 
buyers  and  different  technologies,"  says 
Theresa  Lanowitz,  who  follows  Mercury 
for  Gartner.  "We  said,  'Trust  us,'  the  chasm 
between  development  and  production  is 
going  to  close,"  says  Landan.  And  it  has. 
Topaz  and  ActiveWatch,  performance- 
monitoring  products  that  cost  $150  million 
to  develop,  are  now  its  fastest-growing  seg- 
ments. "So  few  companies  were  willing  to 
drive  big  changes  in  the  bubble,  which  was 


The  Power  of  Technohype 

Last  year  Mercury  unveiled  its  next  big  thing— a  sweep  of  new  products 
stitched  together  with  its  existing  ones  organized  under  a  jargony  term 
called  business  technology  optimization,  or  BTO.  (In  Silicon  Valley,  you're 
nothing  without  a  snazzy  acronym.)  BTO  boils  down  to  helping  IT  grow  up:  Soft- 
ware projects  have  to  sail  smoothly  from  development  to  deployment;  the  pile  of 
technology  assets  has  to  do  what  the  business  folks  need  it  to  do  and  no  more. 

Before  BTO,  Mercury's  products  were  marketed  more  or  less  separately. 
Now  there's  an  ambitious,  unifying  message.  Mercury's  latest  products  can 
tell  IT  departments  they're  spending  too  much  money  on  long-shot  dreams, 
that  it's  taking  three  seconds  longer  than  usual  for  Greg  and  Dave  in  Wichita 
to  access  the  PeopleSoft  accounts  receivable  program,  that  Europe  doesn't 
need  half  the  number  of  e-mail  servers  it  currently  uses. 

Companies  Mercury's  size  (let's  face  it,  it  isn't  big)  have  little  business 
trying  to  set  the  technology  agenda,  but  Landan  needed  little  convincing  that 
the  time  was  right  to  give  it  a  shot.  "So  few  companies  are  doing  anything 
bold  out  there,"  he  says.  When  Mercury's  Chief  Marketing  Officer  Christo- 
pher Lochhead  was  going  over  the  finer  points  of  BTO  with  the  boss  late  last 
year,  Landan  stopped  him  minute  nitothe  PowerPoint.  "You  mean  if  we  do 
this  s we'll  sell  more  software?" 

Lochhead  said,  "Uh,  yeah." 

"So  we  do  it,"  said  La.  Jan.  —B.U. 


1 


; 


the  best  time  to  do  it!"  says  Landan. 

Mercury  has  used  its  cash  to  b 
missing  technologies  needed  to  play 
software  big  leagues.  Two  months  aft< 
May  deal  for  Kintana,  it  signed  a  $15 
lion  licensing  deal  with  Motive  Comj 
nications  to  help  automate  problem-i 
ing  when  applications  run  slow.  As  d 
the  deal  got  done  on  Mercury  hyperl 
It  was  approved  on  a  Thursday  a: 
Monday  a  team  from  Israel  had 
parachuted  in. 

Customers  love  that  martial  effr 
MasterCard  has  used  Mercury  tools 
in  the  last  five  years  in  spending  $160 
lion  to  replace  seven  core  applicatil 
One  Mercury  test  simulated  65  mil 
daily  transactions,  MasterCard's  peaki 
load,  to  make  sure  its  new  clearing  syi 
met  the  handful  of  daily  cutoff  deadli 

Enzo  Micali,  chief  technology  offict 
1 -800-Flowers.com,  relies  on  Mercij 
tools  to  run  100,000  performance  it 
surements  per  day  on  his  Web  store,  k 
ing  at  up  to  15  different  customer  ad 
ties.  "It  takes  a  few  seconds  for  someorj 
Albany  to  search  for  roses,"  says  Mb 
Applying  this  data  to  fine-tune  the  e-d 
merce  operation,  he  was  able  to  pro} 
970,000  orders  last  Mother's  DayJ 
more  than  the  year  before,  without 
significant  new  hardware  investment. 

AutoOne  Insurance,  which  co 
high-risk  drivers  in  New  York  State, 
conceived  in  2001  by  its  parent,  W 
Mountains  Insurance  Group.  Pushed  t< 
up  and  running  by  the  state's  (am 
deadline  or  miss  an  entire  year  of  busii 
it  licensed  Mercury's  software,  on  a  th 
month  subscription  basis,  to  test  its  5 
ware  for  issuing  policies  and  servii 
agents.  AutoOne  had  no  idea  if  the  ] 
gram  could  handle  the  goal  of  sen 
thousands  of  simultaneous  users.  In  its 
simulated  run,  it  topped  out  at  100  con 
rent  users  without  any  tuning.  But ; 
three  months  of  testing  with  Merer, 
software,  which  looks  for  memory  uti 
tion,  inefficient  programming  and  in 
quate  network  topology  (which  hipbo 
connected  to  which  thighbone),  the 
gram  was  able  to  handle  1 ,000  at  a  timi 
would  have  taken  us  12  months  to  get  t 
if  we  didn't  have  these  tools,"  says  Virj 
1  inick,  AutoOne's  vice  president  of  IT. 
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Earn  points  with  every  stay  at: 

.Warnott 

HOTELS  &  RESORTS 


JW  MARRIOTT, 

HOTELS  &  RESORTS 

RENAISSANCE, 

HOTELS  &  RESORTS 


COURTYARD 

AVirrioll 


m 
Residence 

Inn 


SprincHill 


TownePlace 

SUITES 

A\arnoll 


Fairfield 

INN 

AVarnoll 


Harriott   mb-  m. 
VACATION  CLUB 

INTERNATIONAL 


it  a  Marriott  Rewards  Visa  card  and  get  to  the 
aces  you  dream  of  even  faster. 

You'll  earn  15,000  Marriott  Rewards  points  with  your  first  purchase.  Then  you'll  earn  3  points  per 
$1  charged  on  the  card  at  2,300  participating  Marriott  hotels,  plus  1  point  per  $1  spent  everywhere 

l    else.  The  Marriott  Rewards  Visa  card  speeds  up  the  rewards  program  that's  already  30%  faster 
than  other  leading  hotel  programs*  And  with  more  resorts,  golf,  and  spa  destinations  than 
others  to  choose  from,  there  are  more  reasons  than  you  could  dream  of  to  apply. 

ply  by  calling  1-888-691-2301. 


Harriott 

REWARDS 


on  seven  nights  at  Starwood.  Hilton.  Intercontinental  Hotels  Group  and  Hyatt  fuli-service  hotels  of  similar  quality  and  points  earned  on  dollars  spent. 
es  standard  award  offerings  for  base  level  members.  All  comparisons  are  as  of  08/03.  ©  Marriott  International,  Inc.  2003 


Hot  Shots  900  I  Jp  A  Corners 


Mercury's  success  is  double-edged.  If  it 
keeps  growing  15%  a  year  or  more,  the 
likes  of  CA,  HP  and  IBM  will  move  quicker 
than  usual  to  undercut  its  pricing  or  out- 
spend  it  in  R&D  and  marketing.  In  Febru- 
ary IBM  paid  $2  billion  for  Rational  Soft- 
ware, a  big  rival  to  Mercury  in  application 
development  and  testing.  IBM  already 
owns  Tivoli,  which  is  muscling  into  Mer- 
cury's new  business  of  application-perfor- 
mance management.  "We're  bringing 
more  spending  in  these  areas  than  the 
competition  has  revenue,"  says  Michael 
Devlin,  general  manager  of  IBM  Rational. 

"Spending  two  or  three  times  more  on 
R&D  won't  do  me  any  good,"  says  Landan, 
who  already  invests  $37  million  a  year.  He 
claims  to  get  the  same  intellectual  talent  in 


Israel  for  half  the  price  of  a  Silicon  Valley 
engineer.  And  he  considers  as  R&D  the 
$250  million  spent  on  recent  acquisitions. 

Some  analysts  have  questioned  the 
company's  earnings  quality,  an  accusation 
Landan  staunchly  rejects.  Mercury  nar- 
rowly lost  a  shareholder  vote  this  year  that 
sought  to  review  the  impact  of  expensing 
stock  options;  the  board  is  looking  at  the 
idea.  If  Mercury  had  done  so,  it  would  have 
reported  a  $30  million  loss  for  the  first  half 
of  2003,  instead  of  a  $37  million  profit. 

Two  years  ago  Mercury  began  coaxing 
customers  away  from  buying  perpetual 
licenses  to  signing  one-  to  three-year  sub- 
scriptions. Nearly  40%  of  its  new  bookings 
are  now  subscription-based.  Customers 
can  take  smaller  bites  of  the  product  and 


walk  away  after  the  contract  is  up,  anc 
can  expense  their  purchase  over  time, 
cury  gets  all  the  cash  up  front — its  av< 
deal  is  $130,000— but  books  a  defe 
revenue  liability  on  its  balance  sheet.  A 
tion  of  each  customer's  cash  flows  thn 
the  income  statement  each  quarter. 

Which  doesn't  sit  well  with  some 
lysts,  who  wonder  whether  the  defe 
stash  muddies  true  results  or  can  ev 
rate  suddenly.  Firms  such  as  Verisign 
Computer  Associates  have  also  picke 
on  the  subscription  model.  "We've  be 
public  ten  years  and  have  one  of  the  ] 
reputations  on  Wall  Street,"  says  Land 

But  with  a  market  valuation  of ! 
lion,  it's  not  yet  clear  that  it  will  jou 
giants  rather  than  be  bought  by  one. 


Where  Are  They  Now? 

It's  been  a  tough  slog  for  former  Entrepreneurs  of  the  Year.  That's  the  nature  of  the  game.] 


BYTATIANA  SERAFIN 

CHARLES  RIVER  LABS  INTERNATIONAL-2002 

DESPITE  ANNUAL  GAINS  IN  SALES  (14%)  AND  EPS  (11%),  THE 
Wilmington,  Mass.  drug  researcher  slipped  in  our  ranking  to  57 
from  26  last  year;  its  stock  is  down  16%  to  $30.  Chief  James  Fos- 
ter says  his  biotech  and  pharma  client  base,  source  of  some  80% 
of  his  total  revenue,  has  been  squeezed.  His  solution:  Diversify 
service  offerings.  Charles  River  acquired  two  drug-safety  testing 
companies  last  year  and  branched  into  studying  proteins  for 
pharmaceutical  companies  this  year.  He  has  also  tightened  his 
organization  by  centralizing  management  and  creating  a  dedi- 
cated sales  force.  Next  year,  he  thinks,  will  bring  a  sharp  upturn  in 
the  business  oi  his  clients — and  his  own. 
GREEN  MOUNTAIN  COFFEE-2001 

SALES  ARE  UP  12%  OVER  THE  LAST  YEAR  TO  $1 1 1  MILLION  AT  THE 
Waterbury,  Vt.  roaster — which  is  something  of  a  surprise  given  the 
downturn  in  the  office  market,  22%  of  total  sales.  More  worrisome: 
Earnings  are  down  8%,  pinched  by  losses  from  coffee-machine 
maker  Keurig,  in  which  the  o  ,-,  losses  caused 

by  rising  costs  of  development  and  marketing.  As  a  result,  Green 
Mountain's  share  price  g  jn  the  $20  range  for  the 

past  two  years— a  dism.  )a ,  e(j  ^th  rivals 

Starbucks  and  Feet's  Coffee  i  doubled.  Green 

Mountain  moves  to  70  on  oui  Jown  from  62 

last  year,  and  16  when  (  ,1vcr 

CARRIER  ACCESS-200L 
THIS  BOULDER,  COLO.  PRO\ 
imploded  along  with  the  rest  ,veen 
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year-end  2000  and  2002  sales  dove  66%  and  \oi 
approached  $53  million.  After  goodwill  and  restructuri 
charges  last  year,  Carrier's  share  price  dropped  to  30  cent! 
October  2002.  Cofounders  Roger  Koening  and  Nancy  Pie 
let  200  people  go — half  the  work  force — and  shifted  its  <j| 
tomer  base  from  competitive  local  exchange  carriers  (do 
from  80%  of  sales  to  30%)  to  government  contracts  (chit 
the  Pentagon)  and  partnerships  with  the  likes  of  Alcatel  a 
Fujitsu.  Initial  results:  Carrier  has  been  in  the  black  the  p 
two  quarters.  Shares  now  trade  around  $4.50,  down  6; 
from  three  years  ago.  Says  Pierce,  "I  wish  people  would) 
get  over  it." 
BEBE-1999 

IT'S  BEEN  A  ROCKY  YEAR  FOR  WOMEN'S  CONTEMPOR7 
apparel  and  accessory  retailer  Bebe,  which  eked  out  a  2%  si 
gain  in  a  generally  weak  retail  sector.  But  analysts  say  the  cc 
pany's  problems  have  been  self-inflicted,  suggesting  that  B 
walked  away  from  its  young  urban  professional  clientele  to  fo 
on  distractions  like  logo  products — T  shirts,  bags,  sunglas 
Sales  per  square  foot  dropped  30%  over  three  years  to  $( 
Earnings  have  been  hit  as  a  result,  declining  31%  over  the  las 
months  as  depreciation  costs  from  Bebe's  growing  store  b 
offset  gains.  Four  years  ago  the  company  relied  on  TV  stars 
Calista  Flockhart  (Ally  McBeal)  and  Brooke  Shields  (SucicL 
Susan)  to  flog  its  brands.  Today  it  has  no  celebrity  endorser;  s 
like  Jennifer  Lopez  and  Sean  (P.  Diddy)  Combs  are  desigr 
their  own  collections. 
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I'd  rather  have  a 
cleaner  environment, 
but  I  can't  imagine 
me  without  my  car. 


Steph  Willen/lndependent  Film  Producer 


// 


We  shouldn't  have  to  choose.  We  voluntarily 
introduced  cleaner  burning  low-sulfur  fuels,  six 
years  before  E.P.A.  mandates.  These  fuels  help 
reduce  ozone  pollution  and  are  now  available 
in  over  40  U.S.  cities. 

It's  a  start. 


beyond  petroleum" 


bp.com 


Hot  Shots  900  I 


•IM  D.  BLICKENSTAFF 
dwells  among  disbelievers.  Since  co- 
founding  Bit.  in  Diego  medical- 
diagnostic  company,  in   1988,  he  has 
wrestled  with  doomsayers  from  the 
financial  and  sci( 
nothing  of  much  largi 
What  sweet  vind 
March  2002  meeting  ol 
College  of  Cardiology  in 
where  the  results  of  a  clinic 
Biosite's  15-minute,  $20  blo< 
congestive    heart    failure    \ 


nounced.  They  showed  that  measuring 
levels  of  BNP  (B-type  natriuretic  pep- 
tide) was  the  single  most  accurate  indi- 
cator of  the  disease. 

Biosite  had  invested  five  years  and 

$5  million  in  the  project.  Blickenstaff  had 

plunged  Biosite  into  the  project  at  a  time 

when  there  was  no  clear  association 

een  heart  failure  and  BNP,  a  naturally 

ring  hormone  that  improves  car- 

(  iormance,  and  no  discernible 

diagnostic.  But  the  51- 

Blickenstaff,  who  holds  an 


M.B.A.  from  Loyola  University,  too 
idea  to  emergency  room  doctors,  car 
ogists  and  lab  technicians.  He  lea 
that  an  estimated  5  million  people  a 
showed  up  in  ERs  with  such  telling  s; 
toms  as  shortness  of  breath  or  sw 
legs  and  that  congestive  heart  failur> 
manageable  if  caught  early  enough. 
The  meeting  in  Adanta  proved  a 
ing  point  for  Biosite.  The  compam 
already  received  approval  from  the 
&  Drug  Administration,  which  dem< 
proof  only  that  the  test  would  dete> 


150 


FORBES*  Octobei 


.  _  .Vital 

l  Signs 


Kim  Blickenstaff  and  company  have 
rescued  Biosite  from  cash  shortages  and 
skeptics  of  every  variety.  He  hasn't 

fought  off  the  last  of  the  short-sellers. 


BY  LUISA  KROLL 


ice  of  claimed  substances.  But  it  was 
linical  study  connecting  the  hor- 
i  to  congestive  heart  failure  that 
ed  the  test  would  be  useful.  Soon 
its  BNP  test  was  adopted  in  1,000 
taJs  around  the  country  (today  it's  in 
),  and  Biosite  ended  up  selling  some 
nillion  worth  of  the  kits  last  year, 
was  on  top  of  its  other  point-of-care 
ostic  tests — for  illicit  drug  use,  para- 
md  bacterial  infection,  and  heart 
c — which  typically  give  a  readout 
i  15  minutes  on  a  handheld  fluores- 


cent meter  that  Biosite  sells  for  $4,500.  For 
the  latest  12  months,  the  company's  rev- 
enue rose  88%  to  $146  million  and  the 
net  is  up  173%  to  $22  million.  Its  growth 
and  return  on  equity  are  good  enough  to 
put  it  in  the  number  13  slot  on  our  list. 

But  not  good  enough  to  bring  secu- 
rity to  a  tiny  company  in  the  $35-billion- 
a-year  (U.S.)  diagnostics  industry.  Its  pio- 
neering" venture  has  invited  much  bigger 
players.  Bayer  AG,  which  introduced  its 
own  BNP  test  to  run  on  large  automated 
machines,  entered  the  market  in  July  and 


has  already  snatched  away  an  estimated 
15%  market  share,  faster  than  Biosite 
expected.  "Bayer  had  such  an  easy  entry 
because  of  the  thorough  clinical  research 
Biosite  had  done  to  convince  hospitals  it 
needed  the  test,"  says  Theodore  Huber,  an 
analyst  at  Wachovia  Securities  who  issued 
a  warning  to  investors  in  late  September 
that  Biosite's  earnings  would  disappoint. 
Within  days  of  his  report,  Biosite  lowered 
its  sights,  estimating  sales  growth  will  be 
in  the  range  of  60%  to  65%,  down  from 
65%  to  80%,  and  earnings  growth  of  75% 
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to  90%,  rather  than  90%  to  105%.  As  a 
result,  the  share  price  fell  40%  in  a  little 
over  a  week  last  month.  Bears  have  sold 
short  6.8  million  shares,  or  47%  of  out- 
standing shares.  Seven  of  the  eight  ana- 
lysts who  cover  Biosite  rate  the  stock  a 
hold  or  underperform. 

Blickenstaff  affects  nonchalance.  "It's 
vital  I  stay  calm,"  he  says — helped,  per- 
haps, by  the  fact  that  his  1.9%  stake  is  still 
worth  $8.2  million.  (He's  cashed  out 
another  SI 3.8  million  in  stock.)  During 
that  disastrous  week  he  canceled  his  fly- 
fishing vacation  with  cofounder  and 
lunchtime  running  partner  Kenneth  F. 
Buechler,  and  joked  with  executives  after 
Huber's  downbeat  report  that  they 
should  all  eat  crow — and  downloaded  a 
recipe  for  crow  stew.  He  also  sent  a  letter 
to  employees  reminding  them  it  was  just 
one  more  bump  in  the  road.  After  all,  the 
company  had  survived  more  bruising 
near-death  experiences — a  brush  with 
bankruptcy,  a  multitude  of  lawsuits  by 
larger  rivals  and  a  manufacturing  fiasco 
soon  after  going  public.  "I  have  lived  with 
naysayers  for  15  years,"  says  Blickenstaff, 
Biosite's  chief  executive.  "I  am  not  gloat- 
ing. But  we  are  survivors." 

Survivors  of  more  than   Biosite. 


Blickenstaff  and  his  three  cofounders — 
Buechler,  Gunars  E.  Valkirs  and  Richard 
Anderson,  Ph.D.  scientists  all — are  veter- 
ans of  Hybritech,  one  of  the  first  biotech- 
nology outfits  in  San  Diego.  Each  was  a 
member  of  a  fast-track  project,  headed 
by  Blickenstaff,  to  bring  the  first  color- 


Com 
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"I've  lived  with 
naysayers 
for  15  years. 
But  we  are 
survivors." 


change-membrane  pregnancy  test  to 
market.  Invented  by  Valkirs,  it  was  the 
precursor  to  today's  over-the-counter 
kits  and  pulled  in  sales  of  S30  million 
within  three  years.  "That  was  a  lot  of 
fun,"  says  Blickenstaff.  "We  saw  that  we 
could  compete  if  we  were  fast  and  could 
outthink  our  competitors." 

Not  for  long.  Within  months  of  Eli 


Lilly's  1986  purchase  of  Hybritech,  Blici 
enstaff  was  itching  for  the  faster  pace  an 
freer  air  of  a  small  company.  He  ran  in: 
Valkirs  and  suggested  they  start  a  coc 
pany — joining  a  massive  exodus  of  tan 
(Lilly  sold  the  company  and  pulled  oiti 
San  Diego  a  decade  later.)  Their  in! 
idea  was  to  develop  another  color-chai 
diagnostic  kit,  but  for  drug-testing  in  it 
emergency  room.  Getting  $600,00B 
seed  money  was  easy — a  matter  of  shot 
ing  up  at  the  offices  of  their  for» 
Hybritech  bosses  and  mentors,  Timdl 
Wollaeger  and  Howard  Greene  Jr.,  wt 
were  then  venture  capitalists  at  Bio* 
Partners. 

During  the  first  year  the  for 
founders  crammed  into  a  400-squaa 
foot  office.  The  partnership  worked  w 
in  part  because  no  one  understood  wr 
the  others  were  doing.  "Gunars  belies 
what  I  told  him  about  marketing,  am 
believed  what  he  told  me  about  the  tec 
nology,"  Blickenstaff  laughs. 

But  the  business  almost  didn't  rea 
its  first  anniversary.  Out  of  money  a 
with  little  to  show  but  a  technology  still 
early  development,  Blickenstaff  met  v» 
more  than  40  VCs.  None  would  inv 
after  one  of  them,  who  knew  sometbi 


Easy  In,  Easy  Out 


Biosite's  diagnostic  kits— for  drug  abuse,  heart  attack,  parasitic  and 
bacterial  infection,  and  congestive  heart  failure— have  gained  wide 
acceptance  in  the  ER  because  of  their  simplicity  and  quick  results. 


3  The  test  chip  is 
inserted  into  the 
Triage  MeterPlus. 


1  A  blood  sample  is 
taken  and  dropped  cm 
test-chip  opening.  I 
separates  blood  cells 
from  plasma,  which  thci 
passes  through  into  a 
reaction  chamber. 


The  plasma  combines 
with  reagents  (anti- 
bodies bound  to 
fluorescent  particles)  to 
action  mixture, 
which  incubates  before 
flowing  into  a  diagnostic 
lane.  Steps  1  and 
2  take  approximately 
12  minutes. 
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xperience  ■  independence  ■  discipline 


INVESTMENT  MANAGEMENT  EXCELLENCE 


Highly  rated  funds  without  high  costs, 

rhat's  the  T.  Rowe  Price  difference. 


Mutual  fund  fees  and  expenses  have  been  getting 
more  and  more  attention  lately.  AtT.  Rowe  Price,  we 
aelieve  that  you  shouldn't  have  to  choose  between 
ow  expenses  and  strong  risk-adjusted  performance. 
Ne  offer  funds  with  both. 

rhe  following  T.  Rowe  Price  funds  are  just  a  few  that 
lave  received  four  or  five  stars  for  risk-adjusted 
aerformance,  while  still  keeping  expenses  low— 
J5%  below  their  peer  averages.      Past  performance 
:an't  guarantee  future  results,  and  all  funds  are  sub- 
ect  to  market  risk. These  funds  have  been  affected 
jy  market  volatility,  and  results  are  negative  for 
certain  periods. 


T.  Rowe  Price  offers  a  broad  range 
of  low-cost,  highly  rated  funds: 


T.  Rowe  Price  Fund 

Blue  Chip  Growth 

Equity  Income 

Equity  Index  500 

Growth  Stock 

International  Growth  &  Income 

Short-Term  Bond 

Spectrum  Income 

Value 


Overall 
Morningstar 
Rating™* 

ft  ft  ft  ft 

ft  ft  ft  ft 

ft  ft  ft  ft  ft 

ft  ft  ft  ft 

ft  ft  ft  ft 

ft  ft  ft  ft 

ft  ft  ft  ft  ft 


i/isit  our  Web  site  or  call  our  Investment  Guidance 
Specialists.  AIIT  Rowe  Price  retail  funds  have 
jxpense  ratios  below  their  Lipper  averages,  so  we 
:an  help  find  a  low-cost  fund  that's  right  for  you.1" 


TROWEPRICE.COM/MUTUALFUNDS 


1  -800-541  -1  846 


Funds  were  rated  against  the  following  numbers  ol  funds  in  U.S.  domiciled  categories  lor 
the  overall  rating  and  the  3 , 5-,  and  1 0-year  (if  applicable)  periods  as  of  8/31103.  Blue 
Chip  Growth  and  Growth  Stock  were  rated  among  933, 933. 603,  and  1 90  large  growth 
funds.  Equity  Income  was  rated  among  645. 645, 507,  and  180  large  value  funds.  Value 
was  rated  among  645. 645,  and  507  large  value  funds.  Equity  Index  500  was  rated 
among  1,060;  1,060;  740;  and  233  large  blend  funds.  International  Growth  &  Income 
was  rated  among  693  and  693  foreign  stock  funds.  Short-Term  Bond  was  rated  among 
192, 1 92, 1 66,  and  75  short-term  bond  funds.  Spectrum  Income  was  rated  among  1 36, 
136,  III.  and  36  mulliseclor  bond  funds. 


T.RoweRice 


® 


INVEST    WITH    CONFIDENCE 


■  more  information,  including  risks,  fees,  and  expenses,  request  a  fund  profile  or  prospectus;  read  it  carefully  belore  investing. 

'For  funds  with  at  least  a  3-year  history,  a  Morningstar  Rating™  is  based  on  a  risk-adjusted  return  measure  (including  the  effects  of  sales  charges,  loads,  and  redemption  fees)  with  emphasis  on  downward 
variations  and  consistent  performance.  The  fop  10%  ol  lunds  in  each  category  receive  5  stars,  the  next  22.5%  4  stars,  the  next  35%  3  stars,  the  next  22.5%  2  stars,  and  the  bottom  10%  I  star.  Each  share 
:lass  is  counted  as  a  fraction  of  one  fund  within  this  scale  and  rated  separately.  The  Overall  Morningstar  Rating™  is  derived  from  a  weighted  average  of  the  performance  figures  associated  with  a  fund's 
3-.  5-  and  10-year  (if  applicable)  Morningstar  Rating™  metrics.  Morningstar  Rating™  is  for  the  retail  share  class  only,-  other  classes  may  have  different  performance  characteristics.  Blue  Chip  Growth 
■eceived  4  4  and  5  stars  lor  the  3-.  5-.  and  10-year  periods,  respectively.  Equity  Income  received  4, 4,  and  5  stars  for  the  3-,  5-,  and  10-year  periods,  respectively.  Equity  Index  500  received  3, 3,  and 
\  stars  for  the  3-.  5-,  and  10-year  periods,  respectively.  Growth  Stock  received  5, 4,  and  5  stars  for  the  3-,  5-,  and  10-year  periods,  respectively.  Value  received  4  and  5  stars  for  the  3-  and  5-year  periods, 
respectively.  International  Growth  &  Income  received  4  stars  lor  the  3-year  period.  Short-Term  Bond  received  4, 4,  and  3  stars  for  the  3-,  5-,  and  1 0-year  periods,  respecfively.  Spectrum  Income  received 
4  stars  lor  the  3-.  5-,  and  1 0-year  periods. 

*  *  As  of  6/30/03,  the  funds'  total  expense  ratios  versus  their  Lipper  category  averages  for  retail  funds  were:  0,76%  and  0.96%  for  Growth  Slock  and  Blue  Chip  Growth  versus  1 .80%  for  the  large-cap 
rjrowth  lunds  category.  0.78%  lor  Equity  Income  versus  1.57%  for  the  equity  income  lunds  category;  0.35%  for  Equity  Index  500  versus  0.85%  for  the  S&P  500  index  objective  funds  category,- 1.25%  for 
International  Growth  &  Income  versus  1.96%  for  the  internafional  funds  category;  0  94%  for  Value  versus  1.63%  for  the  multi-cap  value  funds  category.  0.79%  for  Spectrum  Income  versus  1.43%  for 
the  general  bond  funds  category,-  and  0,55%  for  Short-Term  Bond  versus  0.96%  for  the  short  investment-grade  debt  funds  category.  tAII  funds,  including  separate  share  classes,  more  than  six  months 
old  as  of  6/30/03,  are  included  in  this  study.  (Source  for  Lipper  expense  data;  Lipper  Inc.)  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  MPLOW0678I 2 
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hen  you've  built  one  of  the 
'  world's  leading  hotel  brands  and 
offer  demanding  travelers  a  choice  of 
more  than  450  hotels  and  resorts  in  60 
countries,  what  do  you  do  for  an  encore? 

If  you're  Radisson  Hotels  &  Resorts®, 
you  work  to  get  even  better. 

"Guests  are  more  demanding  and 
sophisticated  than  ever.  Their  expecta- 
tions are  very  high,  and  Radisson  under- 
stands their  desire  to  be  more  in  control 
of  their  ■stay,"  explains  Bjorn  Gullaksen, 
executive  vice  president/brand  leader  of 
Radisson  Hotels  &  Resorts.  "Each  guest 
can  have  different  needs  every  time  they 
visit,  and  you  must  be  ready  to  meet 
these  needs  each  and  every  time." 

Radisson's  campaign  to  build  a 
better  hotel  starts  with  the  customer. 
During  eight  months  of  intensive 
research,  Radisson  gathered  feedback 
from  business  and  leisure  travelers,  as 
well  as  from  travel  agents  and  corpo- 
rate travel  managers. 

"The  better  job  you  do  of  under- 
standing the  customers'  needs  and 
preferences,  the  better  job  you  can  do 
of  delivering  on  their  expectations," 
says  Yvonne  La  Penotiere,  executive 
vice  president  of  brand  marketing  for 
Carlson  Hotels  Worldwide,  Radisson's 
parent  company.  "We 
know  that  Radiss''  nd  that 

will  stay  current  with 
needs,  whether  the- 
hard,  relax  or  balance  tl  • 

To  better  serve  the  guests 
into  Radisson's  more  than         .000 
guest  rooms,  the  company  recen 


Buildr^ 

a  Better 
Radisson 

The  worldwide  Kate, 
brand  is  moving  to  meet 
and  exceed  the;  varied 
expectations  of  a  new 
breed  of  sophisticated 
and  demanding  guest. 


updated  its  "Yes,  I  Can!®"  program,  one 
of  the  hotel  industry's  most  dynamic 
guest-relations  initiatives.  First  intro- 
duced at  Radisson  hotels  in  the  U.S., 
Yes  I  Can!  was  expanded  to  the  global 
network.  Every  Radisson  employee  in 
the  world,  from  the  chief  executive  to 
the  bell  captains,  participates. 

The  goal  of  Yes  I  Can ! :  Anticipate  the 
hotel  guest's  needs,  respond  promptly 
to  all  guest  requests,  give  individual 
care  and  attention  to  every  guest,  and 
do  it  all  in  a  courteous,  friendly  and  wel- 
coming way. 

Or,  as  Gullaksen  says,  "When  employ- 
ees are  at  their  best,  guests  are  pleased 
with  and  value  their  hotel  choice." 

The  training  and  dedication  are  also 
backed  up  with  Radisson's  worldwide 
guarantee  of  100%  guest  satisfaction. 
If  something  is  not  right,  the  hotel 
makes  it  right.  If  guests  are  not  totally 
satisfied,  they  don't  pay. 

Radisson  also  has  developed  a  five- 

ir  plan  to  refine  its  image  and  to 

better  meet  the  customer's  needs, 

ays  La  Penotiere.  "Our  intent  is  to 
tighten  our  standards  and  consistency, 
etter  job  of  delivering  on  the 
guest's  expectat: 


■/> 


Radisson's  focus  on  service  and 
sistency  is  buttressed  by  its  globa 
work  of  properties  and  enhances! 
guest's  ability  to  view  the  group 
trusted  worldwide  travel  partner.  ^ 
are  full-service  Radisson  hotels  in 
ing  cities  in  the  U.S.,  Canada,  II 
America,  Europe,  Asia,  Africa  and 
Middle  East.  There  are  also  dozen 
Radisson  hotels  at  key  airports.  Thq 
work  also  includes  upscale  reso 
some  of  the  world's  best  vacation  sp 
All  participate  in  the  Radisson  ( 
Rewards®  frequent-guest  plan,  on 
the  most  innovative  loyalty  progranj 
the  travel  industry. 

Gold  Rewards  members  earn 
Points®  and  redeem  the  points  f' 
night  stays,  airline  miles,  luxury 
es,  merchandise,  meals  and 
more.  Radisson  Gold  Rewards 
partner  of  the  Gold  Points  Revi 
NetworkSM,  the  nation's  largest  cj 
tion  loyalty  plan.  It  operates  at  nl 
than     2,000    II 
tions,  including 
T.G.I.  Friday's®* 
of  restaurants,  I 
Plaza®  Hotels  &  Resorts,  Countryl 
&   Suites    By   Carlson®,    Park 
hotels   and    Radisson    Seven   S 
Cruises®.  Other  major  national  p 
ners  include  Thrifty  Car  Rental® 
The  Food  Emporium®. 

For  more  information  and  reservat 
at  Radisson  Hotels  &  Resorts  wi 
wide,  visit  online  at  www.radisson. 
or  call  800-333-3333. 


S  T  A  y  F I E  E  F  A  S  T  E  8 .  Now  through  1/1 5/04,  you  can  earn  thousands  of  bonus  Gold  Points* 
per  night.  Register  at  www.stavrewarded.radisson.com.  Terms  and  conditions  apply. 
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about  the  field  of  drug-testing,  spread  the 
word  that  the  idea  couldn't  possibly 
work:  Based  on  conversations  with  toxi- 
cologists  (not  ER  doctors),  he  claimed 
that  there  was  no  need  for  a  faster, 
cheaper  test  for  illegal  drugs,  that  there 
was  no  way  Biosite  would  be  able  to  com- 
pete with  market  leader  Abbott  Laborato- 
ries and  that  the  technology  was  scientifi- 
cally unfeasible.  Up  until  then  most  tests 
ran  separately  because  no  one  had  figured 
out  how  to  analyze  more  than  one  drug 
at  a  time. 

Their  only  chance  was  Frederick 
Dotzler,  a  partner  at  Medicus  Venture 
Partners,  who  was  on  the  fence.  "What 
they  were  telling  me  about  market  oppor- 
tunity was  not  what  I  was  hearing  from 
doctors,"  he  says.  So  Biosite  spent  its  last 
$35,000  and  borrowed  another  $35,000 
to  pay  for  market  research.  "If  we  were 
wrong,  the  company  was  dead,"  says 
Blickenstaff. 

The  study  proved  Biosite's  salvation, 
with  75%  of  the  responding  ER  doctors 
and  pathologists  saying  they  would 
probably  or  definitely  buy  the  test.  Con- 
vinced, Dotzler  rounded  up  $3.5  million 
from  a  group  that  included  Kleiner 
Perkins  Caufield  &  Byers  (though  part- 
ner Brook  Byers  initially  urged  that 
Blickenstaff  be  replaced).  The  research 
also  provided  valuable  information  on 
how  to  price  and  market  the  test.  The 
first  kit,  which  cost  $25  and  screened 
urine  for  seven  different  illicit  sub- 
stances in  ten  minutes,  was  shipped  in 
February  1992.  It  took  12  months  to 
catch  on  and  18  months  for  Biosite  to 
break  even. 

Still,  no  respite  for  this  little  com- 
pany. In  May  1994  Abbott  Labs  sued  for 
patent  infringement,  alleging  that  Biosite 
had  stolen  a  color-change  technology  it 
had  licensed.  "We  had  such  a  sense  of 
injustice,"  Blickenstaff  recalls.  "Wc 
couldn't  imagine  how  you  could  read 
their  patent  and  get  our  product."  But  it 
was  enough  to  scare  off  investment 
bankers  who'd  expressed  interest  in  tak- 
ing the  company  public  than  two 
years  later,  weary  of  ex|  ition 
and  eager  to  go  public,  Biosite 
settle  with  Abbott,  paying  $5.3  milli  >n, 
along  with  a  promise  of  future 
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to  license  the  disputed  technology. 

In  the  meantime  Blickenstaff  went 
overseas  to  raise  more  money.  In 
exchange  for  exclusive  distribution  rights 
to  a  cardiac  test  Biosite  was  putting 
together,  Merck  KGaA,  a  German  phar- 
maceuticals company  (no  relation  to- the 
U.S.  giant),  and  Arkray  KDK,  a  Japanese 
diagnostic  company,  agreed  to  help  cover 
the  $10  million  development  costs. 

By  the  time  it  went  public  in  Febru- 
ary 1997,  raising  $30  million,  Biosite 
seemed  to  have  its  act  together.  Then  all 
hell  broke  loose.  Germany's  Behring 
Diagnostics  hit  the  company  with  a 
patent-infringement  suit  against  its 
drug-abuse  test.  Worse,  manufacturing 
problems  plagued  its  newest  device,  a 
blood  test  to  detect  a  heart  attack  from  a 


"How  could 
you  read 
their  patent 
and  get  our 
product?" 


blocked  coronary.  Half  of  all  the  dispos- 
able test  devices  were  rejected  on  the 
assembly  line.  As  a  result,  the  company 
was  late  to  market  by  nearly  two  years, 
and  missed  its  earnings  and  revenue  tar- 
gets twice.  Biosite's  shares,  $12  at  the  ini- 
tial offering,  were  down  to  $4.50  by 
October  1998.  Blaming  the  events  on 
growing  pains,  Blickenstaff  overhauled 
manufacturing,  replaced  some  executives 
and  split  the  plant  into  two  product 
groups  to  bring  production  back  in  line. 
Today  the  cardiac  test  represents  18% 
of  sales. 

If  Blickenstaff  has  learned  anything 
from  all  the  tumult,  it's  that  his  little 
company  can't  go  it  entirely  alone. 
that's  true  of  its  attempts  to  outbid 
'  diagnostic  companies  for  exclu- 
icenses  to  protein  markers  devel- 
oped  In  therapeutic  companies.  It's  also 
true  ol  its  homegrown  research.  Valkirs 


has  developed  intriguing  leads  int 
ating  antibodies  by  means  of  phag 
play  technology,  a  complex  but  timi 
ing  method  of  reconstituting  a  di 
population  of  antibodies  on  the  surfa 
of  viral  particles — a  sort  of  microb> 
logical  library  from  which  the  mostll 
ful  antibodies  can  be  selected.  Buech 
has  come  up  with  novel  dyes  that  all 
better  detection  of  proteins  in  bio 
samples.  But  to  find  practical  applii 
tions    Biosite    has    teamed   up   w 
research  institutions  like  Johns  Hopk 
Hospital  and  Duke  University.  It  1 
even  cut  deals  to  swap  antibodies  fori 
rights  to  others'  protein  markers.  Itl 
such  deals  with  Amgen,  Eli  Lilly  ■  I 
Medlmmune. 

Thanks  to  such  partnerships,  Biotl 
is  building  a  pipeline  of  potent* 
high-impact  diagnostics.  In  the  wA 
are  more  tests  for  heart  problems  a 
one  for  bacterial  sepsis  in  the  bloi 
Early  next  year  it's  introducing  a  test 
help  identify  the  cause  of  shortness 
breath.  One  potentially  huge  mar! 
that  the  company  is  chasing:  a  tesl 
discern  if  someone  has  had  an  ischen 
stroke  (caused  by  blood  clots).  If  d( 
tors  in  emergency  rooms  knew  for  sif  | 
they  could  treat  an  ischemic  stroke  v 
tim  with  a  clot  dissolver  in  time  to  I 
cue  brain  cells.  As  it  is,  they  may  be  b 
itant  to  treat  a  stroke  victim,  since  a  q 
dissolver  would  likely  kill  someone* 
fering  from  hemorrhagic  stroke.  Biol 
has  identified  five  proteins  that  I 
markers  for  ischemic  stroke.  It  plans 
begin  trials  this  year  to  see  if  its  test  f 
reliably  make  the  distinction. 

Naysayers  be  damned.  On  a  p 
turesque  hilltop,  Biosite  is  building  a J 
million  headquarters  that  will  acca 
modate  its  needs  until  it  reaches  $1 J 
lion  in  sales.  Blickenstaff  has  no  dou 
about  getting  there,  or  second  thoug 
about  his  rule-breaking  managemi' 
style.  He  allows  Valkirs  to  work  80% 
the  time  and  lets  Buechler  throw 
occasional  afternoon  scotch  parties 
the  research  department.  "At  some  1 
companies,  they'd  be  worried  about ' 
liability,"  says  Blickenstaff.  "I  am  bui 
ing  Ken  a  balcony  for  the  parties  at  < 
new  headquarters." 
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ie  Gateway'  995  Quad-Processor  Server  controls  the  functions  of  your  entire  office,  from 
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For  more  about  what  Humanology  can  do  for  you  and  the  Gateway'  995  Rackmount  server  featuring  the 
Intel   Xeon    processor,  call  888-888-0497.  www.gateway.com/work 
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THERE'S  NO  GETTING  RID  OF 
Martin  Franklin.  So  the 
members  of  the  board  of 
Alltrista,  a  spinoff  of  pack- 
aging firm  Ball  Corp.,  dis- 
covered during  a  July  2001 
showdown  with  the 
British-born  dealmaker.  After  amassing  a 
9.9%  stake  with  several  partners,  Franklin 
had  already  made  two  bids  to  buy  the 
company,  and  though  the  board  had 
rebuffed  him  twice — firmly — he  wasn't 
going  away.  Franklin  started  calling  indi- 
vidual board  members.  Loyal  to  Alltrista's 
existing  management,  which  presided 
over  a  70%  slide  in  the  share  price,  they 
ignored  him.  But  they 
couldn't  ignore  his  demand 
for  a  couple  of  board  seats, 
reluctantly  agreeing  because 
they  figured  that  with  his  stake 
he  would  probably  win  them 
in  a  proxy  fight  anyway.  "We 
assumed  that  with  only  two 
seats  on  the  board  he  would 
be  reasonably  manageable," 
says  Robert  Wood,  a  divisional 
president  of  Dow  Chemical 
who  still  sits  on  the  board. 
"We  miscalculated." 

Franklin  flew  to  Indi- 
anapolis for  his  first  board 
meeting  armed  for  battle.  He 
sat  politely  through  a  presen- 
tation by  management  of  the 
company's  underperforming 
thermoforming  plastics  divi- 
sion. Then  Franklin  stood  up 
and  told  the  board  the  figures 
were  mathematically  impos- 
sible. "I  had  intended  to  be 
well  behaved,"  he  sighs.  "But 
it  was  such  manifest  non- 
sense, I  couldn't  sit  quiet." 
Using  his  own  numbers  and 
sharing  feedback  from  cus- 
tomers he'd  met  with,  he 
claimed  the  company  in  its 
current  form  was  in  d< 
peril.  "I  told  them  wh 
was  me  or  someone  else, 
management  had  to  change," 
he  recalls.  Two  months  later    s 

z 

the  board  voted  unanimously    S 
to    oust    management    and    1 
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n  Franklin  is  making  millions  from  kitchen  matches,  twine  and  canning  jars,  by  leigh  Gallagher 
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hand  the  top  spots  to  Franklin,  38. 

He  had  been  on  the  hunt  for  a  new 
opportunity  after  a  roll-up  in  the  eye  care 
industry,  selling  the  last  of  its  parts  in 
2000.  In  Alltrista,  Franklin  saw  a  company 
with  established,  high-margin  brands — 
Ball  home  canning  jars  had  an  80%-plus 
market  share  and  a  gross  margin  of 
50% — and  the  opportunity  to  build  a 
portfolio  around  it  by  acquiring  similar 
niche  household  goods. 

But  Alltrista  needed  work.  Franklin 
shuttered  the  Indianapolis  headquarters 
and  shed  the  moneylosing  plastics  busi- 
ness (confident  he  would  win  the  com- 
pany, he  had  already  located  a  buyer, 
flown  to  see  him  and  arranged  a  hand  - 
shake  deal).  Within  six  months  he  had  a 
letter  of  intent  for  his  first  acquisition: 
Tilia,  the  San  Francisco-based  maker  of 
the  FoodSaver  household  vacuum -pack- 
aging machine.  In  February  he  acquired 
Diamond  Brands,  maker  of  toothpicks, 
kitchen  matches  and  plastic  cutlery;  in 
September  he  picked  up  Lehigh  Con- 
sumer Products,  a  Macungie,  Pa.-based 
vendor  of  rope,  cord  and  twine. 

Don't  recognize  the  names?  That's 
okay  by  Franklin.  "I'm  not  going  to  bang 
heads  with  Clorox  or  P&G,"  he  says.  "I 
like  things  that  if  you  walk  around  the 
house  you  say,  'Jesus,  I  didn't  know  peo- 
ple still  made  those.'  But  they're  in  every 
home,  and  you  buy 
them  over  and  over." 
Indeed  we  do:  Over  the 
last  12  months  sales 
jumped  49%  to  $444 


Head  of  the 
household: 
Franklin  seals 
deals— and 
leftovers, 


million;  the  company  netted  $35  million, 
compared  with  a  $75  million  loss  a  year 
earlier,  earning  it  the  47th  spot  on  our 
list.  Shareholders  in  Jarden — Franklin 
renamed  the  company  in  2002 — have 
been  rewarded:  Since  he  took  over,  the 
split-adjusted  stock  price  has  risen  more 
than  sixfold  to  a  recent  $37.  Franklin's 
7.7%  stake  is  worth  $42  million,  includ- 
ing options. 

Just  what  is  Franklin  building?  An 
oddball  collection  of  category  leaders — 
steady  (if  dull)  businesses  that  can  be  had 
for  less  than  six  times  operating  income 
(earnings  before  interest,  taxes,  deprecia- 
tion and  amortization)  and  that  produce 
operating  margins  of  15%  and  north- 
ward. Synergies  among  the  companies  are 
few;  each  subsidiary  pretty  much  operates 
on  its  own.  Franklin  and  his  group  of 
three  executives  work  on  strategy  and 
acquisitions  from  a  spartan  suite  in  an 
office  park  in  suburban  Rye,  N.Y. 

Dealmaking  is  in  Franklin's  blood. 
His  father,  Roland,  spent  25  years  as  a 
partner  to  British  corporate  raider  Sir 
James  Goldsmith.  The  duo  helped  usher 
in  the  era  of  the  hostile  takeover,  buying 
and  breaking  apart  conglomerates  like 
Crown  Zelierbach  and  Diamond  Inter- 
national, as  Martin,  the  youngest  of  six 
Franklins,  looked  on.  After  a  stint  at 
Rothschild,  in  New  York,  he  joined  his 
father  in  one  last  deal:  a  $1.3  billion 
leveraged  buyout  of  British  paper  and 
packaging  conglomerate  DRG.  Then  24, 
Martin  spent  two  years  breaking  it  up 
and  selling  it  off.  In  the  end  it  didn't 
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yield  its  expected  return.  "It  wasn't  a  dis- 
aster, but  it  wasn't  a  successful  deal,"  he 
says.  Still,  he  adds  without  regret,  "I  did 
more  deals  in  two  years  than  most 
investment  bankers  will  probably  do  in  a 
lifetime." 

That  experience  helped  him  slap 
together  a  mini-empire  in  vision  wear. 
Along  with  fellow  Brit  Ian  Ashken  (who 
is  now  Jarden's  chief  financial  officer), 
he  bought  a  small  chain  of  eye  care 
stores  owned  by  General  Electric's  pen- 
sion fund  for  $2.3  million,  merged  it 
with  a  shell  company  on  the  American 
Stock  Exchange  and  used  the  newly  pub- 
lic Benson  Eyecare  to  execute  a  basic 
roll-up  of  the  optical  products  business. 
He  sold  Benson  in  1996  for  $300  mil- 
lion, delivering  a  23-fold  return  to  his 
earliest  investors — not  including  two 
separate  spinoffs,  Lumen  Technologies,  a 


manufacturer  of  specialized  short-arc 
lamps,  which  was  sold  for  $250  million 
two  years  later,  arid  Bolle,  a  branded  eye- 
wear business  sold  in  early  2000  for 
$96  million,  on  an  original  investment  of 
$83  million. 

Franklin  has  modesty — or  feign's-it 
reasonably  well.  "I  don't  have  any  qualifi- 
cations to  do  anything,  frankly,"  he  says. 
"I  have  no  [business]  degree.  I  was  a 
political  science  major  [at  the  University 
of  Pennsylvania].  I  got  an  F  in  account- 
ing. But  I  can  tell  you  on  the  back  of  an 
envelope  what  we  should  pay  for  a  com- 
pany." And  he  can  be  persuasive. 

His  ability  to  lay  on  the  charm  has 
come  to  his  rescue  more  than  once. 
When  he  took  over,  Jarden's  molded- 
plastics  business  had  a  chilly  relation- 
ship with  its  second-largest  customer,  a 
manufacturer  in  the  South.  The  com- 


What  Manner  of  Beast? 

Jarden  is  something  of  a  mini-conglomerate,  with  lots  of  disparate  parts  that 
don't  really  fit  together.  Its  four  main  divisions  are:  branded  consumables,  from 
Diamond  matches  to  Ball  jars;  home  vacuum  packaging,  which  includes  ma- 
chines to  seal  leftovers  and  other  food-storage  products;  plastic  consumables 
(fasteners,  packaging,  refrigerator  door  liners);  and  a  zinc  unit  that  makes 
everything  from  penny  blanks  to  plumbing,  construction  and  automotive  parts. 


Among  the  parts: 
Clothespins 
Glass  jars 
Plastic  utensils 
Rope 

Kitchen  matches 
Twine 

•  Canisters 

-  Wine  stoppers 
Penny  blanks 

•  Coffee  stirrers 

•  Twist  caps 
Nozzles 
Syringes 
Suture  trays 
Wooden  skewers 


• 
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plaint:  that  Jarden  had  not  been  forth 
coming  about  certain  cost  issues;  soib 
angry  e-mails  traveled  back  and  fort) 
Franklin  flew  to  the  customer's  heac 
quarters  and  sat  down  with  the  buye 
"I  took  a  lot  of  abuse,"  he  says;  but! 
listened,  and  then  gently  told  the  buy. 
that,  given  the  specific  machinery  tl 
customer  required,  it  would  be  diffici) 
and  time-consuming  to  find  a  ne 
manufacturer.  He  pledged  personally 
resolve  the  issues,  promising  that  by  tl 
end  of  the  year  the  management  at  tl 
company  would  be  gone.  He  kept  h 
word.  This  year  Jarden  won  the  cod 
pany's  supplier-of-the-year  award. 

Franklin's  bedside  manner  al 
helped  him  land  Lehigh,  the  rope  ai 
twine  maker.  By  the  time  he  approach 
the  company,  it  was  on  the  block  ai 
had  received  bids  from  several  leve 
aged-buyout  firms.  Franklin  arranged 
meeting  to  derail  them:  He  told  Lehigl 
owners  he  could  have  a  signed  agre 
ment  before  the  LBO  firms  could  put : 
their  second  round  of  bids;  his  deal, 
promised,  wouldn't  even  require  Jard 
to  secure  additional  financing.  1 
brought  in  executives  from  other  coi 
panies  he'd  acquired  to  attest  to  I 
word.  Franklin  won  the  deal  i 
$155  million,  less  than  some  existi 
bids,  plus  a  $25  million  earnout  ft 
"Sometimes  it  comes  down  to  going 
see  someone  in  their  office  and  havinj 
straight  conversation,"  he  says.  An  a 
cash  offer  didn't  hurt,  either. 

But  charm  alone  won't  make  t 
company  bigger.  The  consumer-produ 
business  is  a  slow-growth  affair.  A 
acquisitions  that  meet  Franklin's  ba: 
lines  may  be  harder  to  come  by.  C 
recently  passed  on  Woodstream,  mal 
of  the  Victor  mousetrap,  because  t 
price  was  too  high.)  Dealing  with  kno< 
off  manufacturers  is  becoming 
expensive  hassle. 

Then,  again,  this  is  a  guy  who  co 
petes  in  triathlons  in  his  spare  time.  H. 
said  to  be  just  as  competitive  behind ' 
wheel.  "Have  you  ever  seen  him  driv 
asks  Gary  Kiedaisch,  who  worked 
Franklin  as  president  of  Bolle,  when  M 
tin  drove  an  Aston  Martin  DB7.  "\ 
don't  want  to  be  in  his  way." 
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If  benign  prostatic  hyperplasia  (BPH)  isn't  on  your  radar  screen,  then  perh] 
you  or  your  partner  have  been  remiss  about  your  annual  medical  checl 
BPH  is  the  medical  term  for  enlarged  prostate,  and  the  Journal  of  Urolc 
the  official  journal  of  the  American  Urological  Association  (AUA), 
identified  it  as  one  of  the  most  common  health  problems  in  older  men.1 


According  to  the  American  Foundation 
for  Urologic  Disease  (AFUD),  more 
than  half  of  all  men  over  the  age  of  50 
experience  symptoms  of  this  progres- 
sive disease  and  by  age  80,  nearly  80% 
of  men  will  have  it.2  Although  the  term 
BPH  may  not  be  a  household  word  yet, 
it  will  be  in  the  near  future.  Experts 
agree  that  as  the  fast-graying  baby 
boomers  pass  the  50-year  mark,  the 
prevalence  of  BPH  will  certainly 
increase.  But  what  exactly  is  BPH? 
How  does  it  affect  your  life  and  health? 
Is  it  something  to  worry  about? 

The  prostate  is  a  small  gland  that's 
about  the  size  of  a  walnut.  Located  below 
the  bladder,  it  wraps  around  the  urethra 
(the  canal  through  which  urine  passes  out 
of  the  body).  As  part  of  the  male  repro- 
ductive system  the  main  function  of  the 
prostate  is  to  produce  fluid  for  semen. 

Benign  prostatic  hyperplasia  is  an 
enlarged   prostate  means   non- 

cancerous and  hyp  means  exces- 

sive growth  of  tissue  the  result  of 

small  noncancerous  gi  inside  the 

prostate.   What   causes    this   con 
remains    unknown,    however,    studies 
suggest  that  it  may  be  related  to  the 
changes  that  occur  v  As  men 


age,  the  prostate  naturally  enlarges.  In  fact, 
the  prostate  that  starts  out  the  size  of  a 
walnut  may  grow  to  the  size  of  an  apricot 
when  a  man  is  40  and  be  as  big  as  a  lemon 
when  he  is  60.  As  the  prostate  grows,  it 
presses  against  the  bladder  and  squeezes 
the  urethra,  affecting  bladder  control  and 
causing  urinary  difficulties.  If  the  condition 
is  left  untreated,  a  host  of  serious  problems 
could  emerge  over  time,  ranging  from 
urine  retention  to  kidney  damage. 

What  are  the  risk  factors  for  getting 
BPH?  According  to  the  National  Kidney 
and  Urologic  Diseases  Information 
Clearing  House  (NKUDIC),3  it  remains 
unclear  whether  certain  groups  face  a 
greater  risk  than  others.  Research 
suggests  that  heredity,  marital  status 
and  nationality  can  come  into  play. 
Nonetheless,  these  findings  are  still 
inconclusive.  What  is  known  is  that  the 
primary  risk  factor  is  aging.  More  than 
half  of  men  over  age  50  in  the  U.S.  have 
an  enlarged  prostate.  The  good  news  is 
that  the  condition  is  treatable  and  does 
lead  to  cancer. 

Symptoms:  What  to  Watch  For 

Men  are  often  hesitant  to  discuss 
urinary   problems   with   their   doctors. 


But,  if  you're  in  the  age  group  r 
affected  by  BPH,  you  should  conskl 
more  proactive  approach,  bee; 
many  of  the  symptoms  associated 
BPH  involve  the  lower  urinary  tract 
The  AUA  identifies  some  com 
indications  of  BPH: 

•  a  need  to  urinate  as  often  as  eveiq 
two  hours  (especially  at  night) 

•  a  weak  or  interrupted  urinary  stre 

•  a  sensation  that  you  cannot  emp1 
your  bladder  completely 

•  a  delay  or  hesitation  when  you 
start  to  urinate 

•  a  feeling  that  you  must 
urinate  right  away. 

In  extreme  cases,  a  man  may  be  ur 
to  urinate  at  all.  This  condition,  v\ 
is  called  acute  urinary  reten 
requires  immediate  attention.' 

Studies  show  that  the  outward  sig 
BPH  vary  from  individual  to  indiv 
While  some  men  with  enlarged  pros 
are  symptom-free,  others  can  experi 
a  variety  of  effects,  ranging  from 
discomfort  to  acute  distress.  Acco 
to  the  AUA,  about  30%  of  men  w 
aggravated  by  their  symptoms  at  ; 
point,  or  will  develop  other  re 
problems  requiring  treatment.5 
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u're  a  concerned  partner  and  your 

s  reluctant  to  discuss  his  symp- 
you  may  want  to  be  on  the  look- 
r  behavioral  changes  that  could 

the  start  of  prostate  problems. 

behaviors  could  run  the  gamut 
Frequent  or  longer  stays  in  the 
om  to  avoiding  social  activities. 
3PH  symptoms  often  are  a  source 
barrassment,  your  partner  might 
jctant  to  visit  a  doctor.  If  that's  the 
remind  him  of  the  AFUD's  recom- 
rtion:  All  men  over  the  age  of  40 

have  yearly  rectal  examinations 
istate  disease  as  part  of  their  phys- 
leckups.6  You  could  also  point  out 
his  problems  are  BPH-related,  sig- 
it  relief  is  possible. 
seful  screening  tool  in  assessing 
sventy  of  symptoms  is  the  AUA's 
Symptom  Index,  which  includes  a 
i  of  seven  questions  targeting 
requency   of   the   urinary   symp- 

mentioned  earlier.  Using  the 
it's  responses,  a  doctor  can  more 
tivejy  determine  the  severity  of 
and  measure  changes  in  it  over 
The  higher  the  score  —  the  total 
ange  from  0  to  35  —  the  more 
me   the    symptoms.    The    score 

to  determine  if  treatment  is 
3d,  and  if  so,  what  kind. 

inosis  and  Treatment 

use  other  diseases  can  cause 
ard  signs  similar  to  those  of  BPH, 
>ymptom  Index  cannot  be  used 
agnosis.  Instead,  a  detailed  med- 
istory,  a  physical  examination  and 
iety  of  laboratory  tests  are  need- 
diagnose  the  disease,  notes  the 


Brady  Urological  Institute  of  Johns 
Hopkins  Hospital.7  In  addition  to  a  dig- 
ital rectal  exam  (DRE),  the  doctor  will 
perform  a  urinalysis  to  check  for  infec- 
tion or  bleeding  and  a  blood  test  to 
measure  kidney  functions.  Some 
physicians  might  also  order  a  prostate 
specific  antigen  (PSA)  blood  test, 
which  detects  the  occurrence  of  a  pro- 
tein produced  by  the  cells  of  the 
prostate  gland.  According  to  the 
AFUD,8  while  the  PSA  test  is  generally 
used  as  a  screening  tool  for  prostate 
cancer,  conditions  like  BPH  can  ele- 
vate PSA  levels.  Additional  tests  could 
include  X-rays,  an  ultrasound,  a  urine 
flow  study  or  a  cystoscopy. 

According  to  the  American  Prostate 
Society,9  men  today  have  a  variety  of 
options  in  seeking  treatment  for  the 
symptoms  of  'BPH.  They  range  from 
"watchful  waiting"  and  medication  to 
minimally  invasive  treatments  and 
surgery.  Technological  advancements 
continue  to  increase  the  range  of  thera- 
pies. In  addition,  natural  alternatives 
(phytotherapeutics)  like  saw  palmetto, 
though  not  approved  by  the  FDA,  have 
increased  in  popularity.  The  treatments 
briefly  described  here  are  those  most 
commonly  prescribed. 

Watchful  Waiting 

Because  the  majority  of  men  with  BPH 
do  not  suffer  from  chronic  urinary 
symptoms,  physicians  often  advise 
watchful  waiting  as  the  first  course  of 
treatment.  Essentially,  watchful  wait- 
ing is  a  form  of  nontreatment  that 
entails  a  yearly  or  biyearly  exam  to 
spot  early  problems.  According  to  the 


Clinical  Practice  Guidelines  of  the  U.S. 
Public  Health  Service,  watchful  wait- 
ing is  considered  an  appropriate  strat- 
egy for  the  majority  of  BPH  patients,10 
but  it  is  not  always  enough.  If  the  con- 
dition progresses  and  threatens  the 
patient's  health,  medication  or  surgery 
is  then  required. 

Medication 

Drug  treatment  of  BPH  is  a  relatively  new 
development  and  centers  around  two  dif- 
ferent types  of  drugs  that  reduce  urinary 
symptoms  and  the  risk  of  BPH-related 
surgery.  The  first  group  is  called  alpha 
blockers,  which  are  used  to  treat  the  signs 
and  symptoms  of  BPH  and  include  doxa- 
zosin, terazosin  and  tamsulosin. 

Alpha  blockers  were  originally  used  to 
lower  high  blood  pressure  by  relaxing 
smooth  muscle  tissue  in  blood  vessel 
walls.  For  BPH,  they  relax  the  muscular 
portion  of  the  prostate  and  bladder 
neck,  which  allows  urine  to  flow  more 
freely.  Tamsulosin  was  the  first  alpha 
blocker  specifically  developed  to  treat 
the  signs  and  symptoms  of  BPH. 

The  5-alpha-reductase  inhibitors  (5  A- 
RIs)  comprise  the  second  group,  which 
includes  dutasteride  and  finasteride. 
The  5  A-Rls  shrink  the  enlarged  prostate 
by  lowering  hormone  levels. 

Other  Treatments  and  Surgery 

Minimally  invasive  treatments  are 
performed  as  outpatient  procedures. 
These  include  transurethral  microwave 
heat  treatment  (TUMT),  which  uses 
microwaves  to  destroy  excess  prostate 
tissue,  and  transurethral  needle  ablation 
(TUNA),  which  uses  heat. 


ADVERTISEMENT    3 


Surgery  usually  is  recommended 
when  all  other  medical  therapies  have 
failed  or  if  serious  problems  occur,  such 
as  urethral  bleeding,  frequent  urinary 
tract  infections,  kidney  damage  or 
stones  in  the  bladder. 

The  most  common  BPH-related 
surgery  is  transurethral  resection  of  the 
prostate  (TURP). 

This  procedure,  which  removes  the 
inner  portion  of  the  prostate,  does  not 
require  an  external  incision.  The  sur- 
geon reaches  the  prostate  by  inserting 
a  scope  through  the  urethra.  Other 
surgical  procedures  include  prostatec- 
tomy, in  which  the  prostate  is  removed, 
and  laser  surgeries. 

What  Should  I  Ask  My  Doctor? 

Arriving  at  the  correct  diagnosis  and 
assessing  the  best  treatment  for  your 
symptoms  will  require  an  open  and 
frank  discussion  with  your  doctor.  Be 
prepared  to  go  into  detail  about  symp- 
toms —  no  matter  how  embarrassing. 
Once  a  diagnosis  of  BPH  is  confirmed 
and  treatment  recommended,  you'll 
want, to  know  what  the  chances  are  of 
getting  better.  Be  prepared  to  ask  the 
following  questions: 

•  How  will  the  treatment  improve 
my  condition? 

•  Is  this  the  only  treatment  available 
for  my  symptoms? 

•  What  are  the  benefits  and  risks? 

•  How  will  urination  and  sexual 
functioning  be  affected? 

•  If  side  effects  exist,  are  they 
permanent  or  temporary? 

•  How  long  will  the  treatment  work? 

•  If  it  stc  '■  ;ing,  what's 
the  ne> 

Ultimate  question  is  yours  to 

answer:  E  enefits  and  risks, 

which  trei 
Althoug 
rite   of   pas 
certainly  doe 
future.  Todav  eat- 

ed  and  managed  si  One  of 

the  keys  to  effectu  the 

ability   to   access    in  r)_t 

the   condition's   causes 
quences.    The   following    is 
online  resources  to  help  yoi 
your  knowledge  about  this  in^ 
ly  prevalent  disease. 
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Where  to  Go  for 

Department  of  Defense  Center  fJ 

More  Information: 

Prostate  Disease  Research 

www.cpdr.org 

American  Urological  Association 

PatientLink 

www.auanet.org 

www.patientlink.com 

American  Foundation  for  Urologic 

National  Institute  on  Aging 

Disease 

www.nia.nih.gov 

www.afud.org 

Brady  Urological  Institute  of  Jol 

American  Prostate  Society 

Hopkins  Hospital 

www.ameripros.org 

http://urology.jhu.edu 

Men's  Health  Network 

MEDLINEplus  Health  Informatio 

www.menshealthnetwork.org 

www.medlineplus.gov 
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n't  let  anything 
stand  in  your  way. 

So  what's  keeping  you  from  talking  to  your  doctor  about 
frequent  urination  or  other  urinary  problems? 


Don't  be  embarrassed. 
Many  men  over  50  are  going  through  it,  too.1 

Your  frequent  and  hurried  visits  to  the  bathroom  may  be  a  sign  of  BPH 
(benign  prostatic  hyperplasia),  a  noncancerous  enlargement  of  the  prostate  gland. 

Check  the  following  symptoms  to  see  if  you  might  have  BPH2: 

•  Waking  up  several  times  during  the  night  to  urinate 

•  Having  a  greater  urge  to  urinate  or  more  difficulty  postponing  it 

•  A  weak  urine  flow 

•  Difficulty  getting  urination  started 

•  Difficulty  controlling  the  starts  and  stops  of  the  stream 

•  A  sense  that  you  have  to  urinate  immediately  after  urination 

•  Losing  urine  (or  "dribbling")  after  you  have  urinated 

"you're  experiencing  any  or  all  of  these  symptoms,  you  should  talk  to  your  doctor  about  FLOMAX-  (tamsulosin  HCl) 
lies  0.4  mg.  FLOMAX  is  indicated  for  the  treatment  of  the  signs  and  symptoms  of  BPH.  Only  your  doctor  can  determine 
if  your  symptoms  are  caused  by  BPH  and  not  a  more  serious  condition,  such  as  prostate  cancer. 

other  alpha-adrenergic  blocking  agents,  there"  is  a  potential  risk  of  syncope. 

beginning  treatment  with  FLOMAX  should  be  cautioned  to  avoid  situations 
njury  could  result  should  syncope  occur.  The  most  common  side  effects  are: 
s,  abnormal  ejaculation,  and  rhinitis. 

ee  Brief  Summary  of  full  Prescribing  Information  on  accompanying  page. 
:LQMAX-BPH.com 


FLOMAX 

TAMSULOSIN  HCl 


CAPSULES  0.4  MG 


RAPID  RELIEF  THAT  LASTS 


FLOMAX 


TABLE  3.    TREATMENT  EMERGENT1  ADVERSE  EVENTS  OCCURRING  IN  >2%   OF   FLOMAX   CAPSULES   OR 
PLACEBO  PATIENTS  IN  TWO  U.S.  SHORT-TERM  PLACEBO-CONTROLLED  CLINICAL  STUDIES 


TAM9JLOSIN  HQ 


CAPSULES  0.4  NIG 


BRIEF  SUMMARY  OF  PRESCRIBING  INFORMATION 


INDICATIONS  AND  USAGE 

FLOMAX*  (tamsulosin  HCI)  capsules  are  indicated  lor  the  treatment  of  the  signs  and  symptoms  of  benign  prostatic 
hyperplasia  (BPH).  FLOMAX  capsules  ace  not  indicated  for  the  treatment  of  hypertension. 
CONTRAINDICATIONS 

FLOMAX  capsules  are  contraindicated  in  patients  known  to  be  hypersensitive  to  tamsulosin  HCI  or  any  compo- 
nent of  FLOMAX  capsules. 
WARNINGS 

The  signs  and  symptoms  of  orthostasis  (postural  hypotension,  dizziness  and  vertigo)  were  detected  more 
frequently  in  FLOMAX  capsule  treated  patients  than  in  placebo  recipients  As  with  other  alpha-adrenergic  block- 
ing agents  there  is  a  potential  risk  of  syncope  (see  ADVERSE  REACTIONS) 

Patients  beginning  treatment  with  FLOMAX  capsules  should  be  cautioned  to  avoid  situations  where  iniury  could 
result  should  syncope  occur 

Rarely  (probably  less  than  one  in  fifty  thousand  patients),  tamsulosin.  like  other  alphai  antagonists,  has  been  asso- 
ciated with  priapism  (persistent  painful  penile  erection  unrelated  to  sexual  activity)  Because  this  condition  can  lead 
to  permanent  impotence  if  not  properly  treated,  patients  must  be  advised  about  the  seriousness  of  the  condition  (see 
Precautions  Information  for  Patients) 
PRECAUTIONS 
General 

1)  Carcinoma  ot  the  prostate  Carcinoma  of  the  prostate  and  BPH  cause  many  of  the  same  symptoms.  These  two 
diseases  Irequently  co-exist  Patients  should  be  evaluated  prior  to  the  start  ol  FLOMAX  capsules  therapy  to  rule 
out  the  presence  of  carcinoma  of  the  prostate. 

2)  Drug-Drug  Interactions:  The  pharmacokinetic  and  pharmacodynamic  interactions  between  FLOMAX  capsules 
and  other  alpha-adrenergic  blocking  agents  have  not  been  determined.  However,  interactions  may  be  expected 
and  FLOMAX  capsules  should  NOT  be  used  in  combination  with  other  alpha-adrenergic  blocking  agents. 

The  pharmacokinetic  interaction  between  cimetidine  and  FLOMAX  capsules  was  investigated  The  results  indicate 
significant  changes  in  tamsulosin  HCI  clearance  (26%  decrease)  and  AUC  (44%  increase).  Therefore,  FLOMAX 
capsules  should  be  used  with  caution  in  combination  with  cimetidine,  particularly  at  doses  higher  than  0.4  mg. 
Results  from  limited  in  vitro  and  in  vivo  drug-drug  interaction  studies  between  tamsulosin  HCI  and  warfarin  are 
inconclusive  Therefore,  caution  should  be  exercised  with  concomitant  administration  of  warfarin  and 
FLOMAX  capsules 
Information  lor  Patients 

Patients  should  be  told  about  the  possible  occurrence  of  symptoms  related  to  postural  hypotension  such  as  dizzi- 
ness when  taking  FLOMAX  capsules,  and  they  should  be  cautioned  about  driving,  ope'ating  machinery  or  per- 
forming hazardous  tasks. 

Patients  should  be  advised  not  to  crush,  chew  or  open  the  FLOMAX  capsules. 

Patients  should  be  advised  about  the  possibility  of  priapism  as  a  result  of  treatment  with  FLOMAX  Capsules  and 
other  similar  medications  Patients  should  be  informed  that  this  reaction  is  extremely  rare,  but  if  not  brought  to 
immediate  medical  attention,  can  lead  to  permanent  erectile  dysfunction  (impotence). 
Laboratory  Tests 

No  laboratory  test  interactions  with  FLOMAX  capsules  are  known.  Treatment  with  FLOMAX  capsules  for  up  to 
12  months  had  no  significant  effect  on  prostate-specific  antigen  (PSA). 

Pregnancy  Teratogenic  Effects.  Pregnancy  Category  B.  Administration  of  tamsulosin  HCI  to  pregnant  female  rats 
at  dose  levels  up  to  300  mg/kg/day  (approximately  50  times  the  human  therapeutic  AUC  exposure)  revealed  no 
evidence  of  harm  to  the  fetus   Administration  of  tamsulosin  HCI  to  pregnant  rabbits  at  dose  levels  up  to 
50  rhg/kg/day  produced  no  evidence  of  letal  harm.  FLOMAX  capsules  are  not  indicated  for  use  in  women 
Nursing  Mothers  FLOMAX  capsules  are  not  indicated  for  use  in  women. 
Pediatric  Use  FLOMAX  capsules  are  not  indicated  for  use  in  pediatric  populations. 

Carcinogenesis,  Mutagenesis,  and  Impairment  of  Fertility  Rats  administered  doses  up  to  43  mg/kg/day  in 
males  and  52  mg/kg/day  in  females  had  no  increases  in  tumor  incidence  with  the  exception  of  a  modest 
increase  in  the  frequency  of  mammary  gland  fibroadenomas  in  female  rats  receiving  doses  >  5.4  mg/kg 
(P  <  0.015)  The  highest  doses  of  tamsulosin  HCI  evaluated  in  the  rat  carcinogenicity  study  produced  systemic 
exposures  (AUC)  in  rats  3  times  the  exposures  in  men  receiving  the  maximum  therapeutic  dose  of  0  8  mg/day. 
Mice  were  administered  doses  up  to  127  mg/kg/day  in  males  and  158  mg/kg/day  in  females.  There  were  no 
significant  tumor  findings  in  male  mice.  Female  mice  treated  for  2  years  with  the  two  highest  doses  of  45  and 
158  mg/kg/day  had  statistically  significant  increases  in  the  incidence  of  mammary  gland  fibroadenomas 
(P<  0.0001 )  and  adenocarcinomas  (P<  0.0075).  The  highest  dose  levels  of  tamsulosin  HCI  evaluated  in  the  mice 
carcinogenicity  study  produced  systemic  exposures  (AUC)  in  mice  8  times  the  exposures  in  men  receiving  the 
maximum  therapeutic  dose  of  0  8  mg/day 

The  increased  incidences  of  mammary  gland  neoplasms  in  female  rats  and  mice  were  considered  secondary  to 
tamsulosin  HCI-induced  fiyperprolacttnemia  It  is  not  known  if  FLOMAX  capsules  elevate  prolactin  in  humans 
The  relevance  for  human  risk  of  the  findings  of  prolactin-mediated  endocrine  tumors  in  rodents  is  not  known. 
Tamsulosin  HCI  produced  no  evidence  of  mutagenic  potential  in  vitro  in  the  Ames  reverse  mutation  test,  mouse  lym- 
phoma thymidine  kinase  assay,  unscheduled  DNA  repair  synthesis  assay,  and  chromosomal  aberralion  assays  in 
Chinese  hamster  ovary  cells  or  human  lymphocytes  There  were  no  mutagenic  effects  in  the  in  vivo  sister  chro- 
matid exchange  and  mouse  mtcionucleus  assay. 

Studies  in  rats  revealed  significantly  reduced  fertility  in  males  dosed  with  single  or  multiple  daily  doses  of 
300  mg/kg/day  of  tamsulosin  HCI  (AUC  exposure  in  rats  about  50  times  the  human  exposure  with  the  maximum  ther- 
apeutic dose)  The  mechanism  of  decreased  fertility  in  male  rats  is  considered  to  be  an  effect  of  the  compound  on  the 
vaginal  plug  formation  possibly  due  to  changes  of  semen  content  or  impairment  of  ejaculation  The  effects  on 
fertility  owing  improvement  by  3  days  after  a  single  dose  and  4  weeks  after  multiple  dosing  Effects 

on  fertility  in  mail        i  *y  reversed  within  nine  weeks  of  discontinuation  ol  multiple  dosing  Multiple  doses  ot 

in  'lnrl   '"•'    »  "in  HCI  ii.'5     »;   16  times  the  anticipated  human  AUC  exposure)  did  not 

slgnHfcantty  alter  fertility  in  I  rll  nsul       ICI  on  sperm  counts  or  sperm  function  have  not  been  evaluated 

Studies  in  females  rats  reveal  I  significant  leductions  in  fertility  after  single  or  multiple  dosing  with 
300  mg/kg/day  ot  the  R-isomei  oi  racemli  mixture  of  I  imsulosin  HCI,  respectively.  In  female  rats,  the  reductions 
m  fertility  aftei  single  doses  were  considered  to  be  associated  with  impairments  in  fertilization  Multiple  dosing 
with  10  or  100  in..  did  n  i  iignrflcantly  alter  fertility  in  female  rats, 

ADVERSE  REACTIONS  irgenl  adverse  events  has  been  ascertained  from  six  short- 

term  u  s  and  i  'I   i  controlled  clinical  trials  In  which  daily  doses  of  0.1  to  0.8  mg  FLOMAX  capsules 

were  used.  These  studli  id  783  patients  treated  with  FLOMAX  capsules  and  798  patients 

administered  placetx  the  treatment-emergent  adverse  events  that  occurred  in 

>2"   Df  patient   ring   Ithei  FLOMAX  capsules  0  4  mg.  or  0.8  mg  and  al  ad  incidence  numerically  higher  than 

that  in  the  placebo  group  di  eek  US  trials  (US92-03A  and  US93-01 )  conducted  in  1487  men. 
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BODY  SYSTEM/ 

ADVERSE  EVENT 

FLOMAX  CAPSULES  GROUPS 

PLACEBO 

0  4  mg 

0  8mg 

n=502 

n=492 

n=493            -■       | 

BODY  AS  WHOLE 

Headache 

97(19  3%) 

104(21.1%) 

99  (20 1%) 

Infection 

45  (9.0%) 

53  (10.8%) 

37  (7.5%) 

Asthenia 

39(78%) 

42  (8.5%) 

27  (5.5%) 

Back  Pain 

35  (7  0%) 

41  (8.3%) 

27  (5.5%) 

Chest  Pain 

24(4  0%) 

20  (4.1%) 

18  (3.7%) 

NERVOUS  SYSTEM 

Dizziness 

75(14  9%) 

84  (17  1%) 

50(101%) 

Somnolence 

15(3  0%) 

21  (4.3%) 

8  (1  6%) 

Insomnia 

12  (2.4%) 

7  (1.4%) 

3(0  6%) 

Libido  Decreased 

5(1.0%) 

10(2  0%) 

6(1.2%) 

RESPIRATORY  SYSTEM 

Rhinitis 

66(131%) 

88  (17  9%) 

41  (8.3%) 

Pharyngitis 

29  (5  8%) 

25  (5  1%) 

23  (4.7%) 

Cough  increased 

17  13  4%) 

22  (4.5%) 

12  (2  47.) 

Sinusitis 

11  (2  2%) 

18(3  7%) 

8(167.) 

DIGESTIVE  SYSTEM 

Diarrhea 

31  (6  2%) 

21  (4.3%) 

22  (4,57.) 

Nausea 

13  (2.6%) 

19(3.97.) 

16  (3.2%) 

Tooth  Disorder 

6  (1  2%) 

10(2  0%) 

7(1.4%) 

UROGENITAL  SYSTEM 

Abnormal  Ejaculation 

42  (8  4%) 

89(181%) 

1  (0.2%) 

SPECIAL  SENSES 

Amblyopia 

1  (0.2%) 

10  (2  0%) 

2  (0  4%) 

1  A  treatment-emergent  adverse  event  was  defined  as  any  event  satisfying  one  of  the  following  criteria: 

•  The  adverse  event  occurred  for  the  first  time  after  initial  dosing  with  double-blind  study  medication. 

•  The  adverse  event  was  present  prior  to  or  at  the  time  of  initial  dosing  with  double-blind  study  medication  and  sub- 
sequently increased  in  severity  during  double-blind  treatment; 

or 

•  The  adverse  event  was  present  prior  to  or  at  the  time  of  initial  dosing  with  double-blind  study  medication,  disap- 
peared completely,  and  then  reappeared  during  double-blind  treatment. 

Signs  and  Symptoms  ot  Orthostasis  In  the  two  U.S.  studies,  symptomatic  postural  hypotension  was  reported  by 
0,2%  of  patients  (1  of  502)  in  the  0.4-mg  group.  0.4%  of  patients  (2  of  492)  in  the  0.8-mg  group,  and  by  no 
patients  in  the  placebo  group.  Syncope  was  reported  by  0.2%  of  patients  (1  ot  502)  in  the  0  4-mg  group,  0.4% 
of  patients  (2  of  492)  in  the  0  8-mg  group  and  0.6%  ot  patients  (3  of  493)  in  the  placebo  group.  Dizziness  was 
reported  by  15%  of  patients  (75  of  502)  in  the  0  4-mg  group.  17%  of  patients  (84  of  492)  in  the  0.8-mg  group,  and 
10%  of  patients  (50  of  493)  in  the  placebo  group  Vertigo  was  reported  by  0.6%  of  patients  (3  of  502)  in  the 
0.4-mg  group.  1  %  of  patients  (5  of  492)  in  the  0.8-mg  group  and  by  0.6%  of  patients  (3  of  493)  in  the  placebo  group. 
Multiple  testing  for  orthostatic  hypotension  was  conducted  in  a  number  of  studies.  Such  a  test  was  considered  pos- 
itive if  it  met  one  or  more  of  the  following  criteria:  (1)  a  decrease  in  systolic  blood  pressure  of  >20  mmHg  upon 
standing  from  the  supine  position  during  the  orthostatic  tests:  (2)  a  decrease  in  diastolic  blood  pressure  >10mmHg 
upon  standing,  with  the  standing  diastolic  blood  pressure  <65  mmHg  during  the  orthostatic  test;  (3)  an  increase  in 
pulse  rate  of  >20  bpm  upon  standing  with  a  standing  pulse  rate  >100  bpm  during  the  orthostatic  test;  and  (4)  the 
presence  of  clinical  symptoms  (faintness,  lightheadedness/lightheaded,  dizziness,  spinning  sensation,  vertigo,  or 
postural  hypotension)  upon  standing  during  the  orthostatic  test. 

Following  the  first  dose  of  double-blind  medication  in  Study  1,  a  positive  orthostatic  test  result  at  4  hours  post- 
dose  was  observed  in  7%  of  patients  (37  of  498)  who  received  FLOMAX  capsules  0.4  mg  once  daily  and  in  3%  of 
the  patients  (8  of  253)  who  received  placebo  At  8  hours  post-dose,  a  positive  orthostatic  test  result  was  observed 
for  6%  of  the  patients  (31  of  498)  who  received  FLOMAX  capsules  0  4  mg  once  daily  and  4%  (9  ol  250)  who 
received  placebo  (Note:  patients  in  the  0  8-mg  group  received  0.4  mg  once  daily  lor  the  first  week  of  Study  1) 
In  Studies  1  and  2,  at  least  one  positive  orthostatic  test  result  was  observed  during  the  course  of  these  studies 
for  81  of  the  502  patients  (16%)  in  the  FLOMAX  capsules  0.4-mg  once  daily  group.  92  of  the  491  patients  (19%); 
in  the  FLOMAX  capsules  0.8-mg  once  daily  group  and  54  of  the  493  patients  (11%)  in  the  placebo  group 
Because  orthostasis  was  detected  more  frequently  in  FLOMAX  capsule-treated  patients  than  in  placebo  recipients, 
there  is  a  potential  risk  of  syncope  (see  WARNINGS). 

Abnormal  Ejaculation  Abnormal  ejaculation  includes  ejaculation  failure,  ejaculation  disorder,  retrograde  ejaculation 
and  ejaculation  decrease.  As  shown  in  Table  3,  abnormal  ejaculation  was  associated  with  FLOMAX  capsules  admin- 
istration and  was  dose-related  in  the  U.S  studies  Withdrawal  from  these  clinical  studies  of  FLOMAX  capsules 
because  of  abnormal  ejaculation  was  also  dose-dependent  with  8  of  492  patients  (1.6%)  in  the  0  8-mg  group,  anrj 
no  patients  in  the  0.4-mg  or  placebo  groups  discontinuing  treatment  due  to  abnormal  ejaculation. 
Post-Marketing  Experience  Allergic-type  reactions  such  as  skin  rash,  pruritus,  angioedema  of  tongue,  lips  and  fact 
and  urticaria  have  been  reported  with  positive  rechallenge  in  some  cases.  Priapism  has  been  reported  rarely 
Infrequent  reports  of  palpitations,  constipation  and  vomiting  have  been  received  during  the  post-marketing  period 
OVERDOSAGE  Should  overdosage  of  FLOMAX  capsules  lead  to  hypotension  (See  WARNINGS  and  ADVERSE 
REACTIONS),  support  ot  the  cardiovascular  system  is  of  first  importance.  Restoration  of  blood  pressure  and  nor 
malization  of  heart  rate  may  be  accomplished  by  keeping  the  patient  in  the  supine  position.  If  this  measure  is 
inadequate,  then  administration  of  intravenous  fluids  should  be  considered.  If  necessary,  vasopressors  shoult 
then  be  used  and  renal  lunction  should  be  monitored  and  supported  as  needed  Laboratory  data  indicate  that  tam 
sulosin  HCI  is  94%  to  99%  protein  bound;  therefore,  dialysis  is  unlikely  to  be  of  benefit. 
One  patient  reported  an  overdose  of  thirty  0.4-mg  FLOMAX  capsules.  Following  the  ingestion  ot  the  capsules,  tht 
patient  reported  a  severe  headache. 

DOSAGE  AND  ADMINISTRATION  FLOMAX  capsules  0  4  mg  once  daily  is  recommended  as  the  dose  for  the  treat 
ment  of  the  signs  and  symptoms  of  BPH  It  should  be  administered  approximately  one-halt  hour  following  thi 
same  meal  each  day 

For  those  patients  who  fail  to  respond  to  the  0  4-mg  dose  after  two  to  four  weeks  of  dosing,  the  dose  o 
FLOMAX  capsules  can  be  increased  to  0.8  mg  once  daily  If  FLOMAX  capsules  administration  is  discontinued  o 
interrupted  for  several  days  al  either  the  0.4-mg  or  0.8-mg  dose,  therapy  should  be  started  again  with  thi 
0.4-mg  once  daily  dose 

HOW  SUPPLIED:  FLOMAX  capsules  0  4  mg  are  supplied  in  high  density  polyethylene  bottles  containing  100  o 
1 000  hard  gelatin  capsules  with  olive  green  opaque  cap  and  orange  opaque  body  The  capsules  are  imprinted  oi 
one  side  with  "Flomax  0.4  mg"  and  on  the  other  side  with  "BI  58 ." 

NDC  0597-0058-01 

FLOMAX  Capsules 

0.4  mg,  100  capsules 

NDC  0597-0058-10 

FLOMAX  Capsules 

0  4  mg,  1000  capsules 

by  only. 

Store  at  25°  C  (77°  F);  excursions  permitted  to  15-30°  C  (59-86°  F). 

Keep  FLOMAX  capsules  and  all  medicines  out  of  reach  of  children 
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In  Praise  of  Wallflowers 

It's  nice  to  have  analysts  sing  your  praises.  Even  nicer,  though,  to  start  your  own  chorus. 

BY  DANIEL  KRUGER 


ERV  SMALL  PUBLIC  COMPANY  TRIES 

)  court  the  attention  of  securities  an- 

The  more  who  follow  your 

ss,  the  more  free  advertising  gets 

ed  at  investors — especially  institu- 

investors.  Once  they're  on  board, 

of  retail  stock  pickers  are  sure  to  fol- 

f  you  ever  need  to  do  a  follow-on 

sale,  analysts  can  help  create  demand 

e  offering — maybe  even  help  goose 

•icing.  No  one  likes  to  come 

id  say  it,  but  the  more  these 

ire  in  your  corner,  the  better 

lock  performs,  right? 

aybe  yes,  maybe  no.  Our 

Stats  suggest  it's  a  wash.  Last 

8~"  companies  on  our  200  Up 

tiers  list  had  some  kind  of 

st  coverage.  Over  the  last  12 

ths  the  share  price  of  that 

>  rose  an  average  31.5%, 

>ared  with  30.1%  for  those 

NUiies  without  any  coverage 

or  the  entire  Russell 

Index 

letting  noticed  is  certainly  im- 
int,  but  it  needn't  come  from 
sts.  lay  R.  Harris,  a  35-year 
an  of  stock  research,  knows 
r  than  most.  Taking  a  tip  from 
nd. manager,  Harris  began 
ling  a  position  in  American 
[uard  (rank  23),  a  small  pesti- 
company,  in  1989.  Harris  liked  its 
?gy  of  buying  product  lines  that  were 
>mall  to  matter  to  their  creators  at 
s  like  DuPont,  Bayer  and  BASF.  In  the 
■  1990s,  when  financial  chaos  set  in  at 
ompany  and  earnings  started  to  slide, 
is,  sure  of  a  turnaround,  held  fast.  By 
de's  end  he  controlled  12%  of  shares 
lobbied  for  a  seat  on  the  board. 
Jy  March  2000,  when  Harris  got  his 
d  seat,  cost  controls  had  been  locked 
ut  something  else  vexed  him:  Ameri- 


can Vanguard  was  languishing  in  obscu- 
rity. When  Harris  discovered  that  Herbert 
Kraft  and  Glenn  Wintemute,  longtime 
cochairmen,  wanted  to  cash  out  a  third  of 
their  47%  stake,  he  dialed  up  some  insti- 
tutional-investor pals.  His  pitch  was  sim- 
ple, says  a  T.  Rowe  Price  fund  manager: 
"This  is  a  small,  cheap  stock  that  you 
might  want  to  take  a  position  in."  T.  Rowe 
was  soon  on  board  taking  a  9%  stake,  fol- 


lowed by  Ironwood  Capital  Management 
and  William  D.  Witter,  among  others.  In 
2001,  when  the  heavies  bought  in,  shares 
went  for  $7;  they  now  trade  at  $25. 

It's  the  lucky  small  company  that  can 
nab  a  Jay  Harris.  But  there  are  other  ways 
to  boost  your  corporate  profile.  Have  your 
chief  executive  call  on  a  local  brokerage  to 
discuss,  the  company,  even  if  its  analysts 
won't  cover  it — anything  to  get  your  name 
in  front  of  those  who  interact  direcdy  with 
investors.  Conference  appearances  can  be 


useful,  if  you  can  score  an  invitation.  When 
traveling,  invite  local  reporters,  trade  jour- 
nalists or  investors  for  an  informal  pow- 
wow to  chat  up  the  company.  Anything  to 
break  away  from  the  pack — the  2,900 
slow-growing  companies  with  less  than 
$500  million  in  market  value. 

Some — including  Joseph  Kaufmann, 
chief  executive  of  medical  device  maker 
Kensey  Nash  (rank  84) — would  just  as 
soon  stand  out  without  the  help 
of  analysts.  For  three  months  this 
summer  personnel  changes  and 
other  disruptions  eroded  Kensey 
Nash's  analyst  following  from 
four  to  one.  Instead  of  analysts 
handling  calls  about  the  company, 
Kaufmann  himself  had  to  talk  to 
investors  about  whether  analysts 
were  deserting  a  sinking  ship.  No 
joke — with  90%  of  Kensey's  stock 
in  the  hands  of  institutions  like 
Fidelity  and  Deutsche  Asset  Man- 
agement. Kaufmann  found  him- 
self hitting  the  road  more  just  to 
calm  antsy  shareholders.  Luckily, 
two  new  analysts  recently  began 
covering  the  company. 

Kevin  Cornwell,  chief  execu- 
tive of  Utah  Medical  Products,  a 
onetime  member  of  the  200  Up 
&  Comers,  won't  cozy  up  to  ana- 
lysts or  investors.  "I  know  the 
conventional  wisdom  is  you  want  to 
have  a  lot  of  liquidity  in  your  stock,"  he 
says.  But  the  effort  it  takes  produces 
stock  traders,  not  long-term  investors. 
So  he  prefers  to  stay  as  quiet  as  possi- 
ble. Utah  Medical  issues  four  financial 
communiques  each  year — its  quarterly 
earnings  releases.  When  Cornwell  thinks 
the  stock  is  undervalued  he  launches  a 
tender  offer — he's  done  three  in  the  past 
four  years.  As  for  the  analysts?  "I  don't 
miss  'em,"  he  says.  F 
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)  Up  &  Comers 


latest 
l2mos 
(Smil) 


latest 
l2mos 
(Smil) 


g 


Cognizant  Technology  Solutions  (2) 

provides  information  technology  software  &  services 

Corinthian  Colleges  (2) 

owns  &  operates  for-profit  colleges 

SFBC  International  (2) 

conducts  clinical  trials  for  drug  companies 

Hot  Topic  (4) 

retails  musi.  plus-atee  apparel  tor  teenagers 


22 


15 


21 


43 
361^ 

45 


a. 

£      TRecent  trend  up  ■ 


49 
994, 

94nP 
43^ 

0.0 
0.0 

0.5 
0.0 

473       60.0 


74         8.5 


464      35.4 


($) 

2004 
est($) 

2004 
est       ($ 

36.50 
57.54 
29.11 
23.58 

1.07 
1.81 
1.68 
1.06 

34    2,; 
32     2,! 
17      I 
22     1. 

average.  J-flecenl  trend  down  versus  five-year  average.  Footnotes  on  page  196. 

v,/e  have  inserted  red  arrows  to  the  immediate  right  of  numbers  used  to  rank  our  200  Up  & 


DIRECTIONAL  . 

Comers.  If  an  up  arro  ,  company's  five-year  average  ROE,  for  example,  it  means  that  during  the  latest  four  quarters  its  reti 

on  equity  was  more  th  ts  fj .  c  -year  average.  A  down  arrow  means  the  opposite.  The  arrows  are  intended  to  make  it  easier 

you  to  flag  companies  with  s  G  between  their  long-term  and  short-term  results. 

For  more  information,  go  to 
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What  Bartleby  the 
Scrivener  can  teach  you 
about  Bob  the  sales  guy. 


Can  you  see  it? 


You  may  remember  the  1853  Herman  Melville  story  about  a  clerk  named  Bartleby. 
of  him.  "I  would  prefer  not  to,"  he  replied,  to  that  request  and  all  subsequent  ones, 
coworkers  and,  needless  to  say,  was  bad  for  business. 


It's  what  we  call  the  human  factor.  And  it's  critical  to  your  success.  All  the  mission: 
world  ain't  gonna  fly  if  you  don't  get  Bob  the  regional  sales  V.R,  Doris  in  Accounting! 

On  demand  business  is  about  new  thinking.  It's  about  honing  your  company's  abilit 
are  selling  like  hotcakes,  for  instance  —  and  respond  faster.  More  raincoats,  now.  (i 
your  organization  so  decisions  can  be  made  on  the  spot.  That  means  getting  thef 
whether  it's  Bob  on  the  front  lines,  Doris  in  the  back  office,  a  vendor  across  town  o 


- 


Most  critically,  though,  it's  about  those  people.  How  do  you  get  them  to  work  in 
with  new  goals?  What  kind  of  carrot  do  you  offer  Bob  to  get  him  to  work  as  part  of| 
input  data  in  a  new  way?  What's  the  best  way  to  train  partners  and  vendors  to  won 

A  brilliant  strategy  is  a  brilliant  beginning.  Making  sure  your  Bobs  don't  become  B^ 


On  dema 


We  have  over  3,500  specialists  dedicated  solely  to  change  management.  Surpr 
real  insight  into  corporate  transformation,  coupled  with  deep  experience  in  ever  fid 
on  the  ground.  (Hey,  we  know  this  stuff  —  we've  done  it  in-house.)  Making  sure  yoi 
on  demand  business.  Get  there  with  on  demand  people.  Call  800  IBM  7080  (ask 


IBM  ana  the  IBM  logo  are  trademarks  or  registered  trademarks  ot  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©5 


i  simply  refused  to  do  what  was  asked 
:e  confounded  his  boss,  alienated  his 

s  and  whiz-bang  new  processes  in  the 
>ne  else  to  buy  in. 

things  faster  —  when  pink  raincoats 
bm  now  is  too  late.)  It's  about  flattening 
lation  to  the  people  who  can  act  on  it  — 
lacross  the  country. 

ibrace  new  practices,  align  themselves 
ional  team?  How  do  you  get  Doris  to 
in-house  employees? 

(here  the  rubber  meets  the  road. 


siness  starts  with  on  demand  thinking. 


capabilities  are  unique:  we  provide 
Hd  the  ability  to  implement  change 
your  people  work  together  —  that's 
lor  visit  ibm.com/services/thinking 


2.  Corinthian  Colleges 

Who  says  education  doesn't  pay?  By  increasing  the  number  of 
U.S.  and  Canadian  institutions  in  its  family,  Corinthian  is 
growing  faster  than ...  the  price  of  a  college  education.  In  the  last 
12  months  sales  increased  53%,  and  earnings  per  share  are  up 
72%.  The  company  recently  expanded  its  credit  facility  to  $235 
million  from  $100  million  so  it  can  keep  buying  rivals.  And  why 
not?  Corinthian's  stock  is  up  almost  tenfold  since  its  February 
1999  debut,  compared  with  a  19%  drop  in  the  S&P  500  index. 


FBC  International 

ounded  in  1984,  the  company  conducts 
clinical  trials  for  major  drug  companies 
and  has  had  a  hand  in  such  blockbusters 
as  Claritin,  Zoloft  and  Celebrex.  SFBC's 
earnings  per  share  have  increased  94% 
annually  the  past  five  years  and  are  ex- 
pected to  climb  an  average  of  28%  during 
the  next  three  to  five  years.  Small  wonder 
it  jumped  42  places  on  this  year's  list. 
Among  its  unsung  assets:  a  growing  data- 
base of  participants  willing  to  be  subjects 
of  future  clinical  trials. 
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David  Snowden,  IBM  cross-industry  human  behaviorist 
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D.Christopher 
&  Banks 

When  margins  are  under  pres- 
sure, some  retailers  keep 
nr->fits  humming  by  opening 
)f  new  stores— fast.  This 
starter  of  women's  casual 
ypth  d  58  stores  in 

fisc_  ended  Mar.  31, 

and  p  additional  70 

Christoi.  >er  &.  Banks  shops 
and  30  C.J  units  in 

2004.  So  far,  so  good.  Sales 
and  earnings  per  share  have 
increased  an  average 
and    12%,    respect 
the  past  12  months-  i 
single-digit  growth  in  san>e- 
5tore  sales. 


You  see  signs  of  this  Cincinnati- 
based  company  everywhere— 

ut  probably  don't  know  it. 

or    more    than    80    years 
consumer  brands  have  relied 
on  Multi-Color  for  packaging 
design.  Today  its  in-mold  and 
heat-transfer  labels  appear 
on  330  of  the  world's 
most  popular  brands- 
Tide,  Febreze,  Palm- 
olive   and    Prestone 
among  them.  For  the 
fiscal  year  ended  Mar. 
31  sales  rose  37%  to 
$100  million;  net  income, 
34%  to  $6.3  million. 


174 
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I.  Orleans  Homebuilders 

gher  mortgage  rates  could  quickly  squeeze  the  pace  of 
w  home  construction  next  year.  But  look  for  Orleans, 
lich  builds  residential  communities  along  the  East  Coast, 
remain  on  a  tear.  The  company  has  a  backlog  worth 
86  million.  39%  higher  than  in  fiscal  2002,  and  its  av- 
ige  home  sold  for  $308,000  in  2003,  compared  with 
166.000  last  year.  Based  on  already  booked 
Jers  and  the  acquisition  of  Masterpiece  Homes,  the 
mpany  expects  sales  and  earnings  per  share  to  increase 
l%  and  11%,  respectively,  in  2004. 


A  downturn  in  the  airline  industry  hasn't  hurt  this  Edgewood,  N.Y. -based  maker 
of  structural  aircraft  parts  and  subassemblies:  Most  of  its  contracts  come  from 
the  armed  forces.  Its  biggest  piece  of  business  to  date  is  a  $61  million  contract 
to  help  extend  the  life  of  the  T-38  Talon,  a  supersonic  jet  first  used  to  train 
Air  Force  pilots  in  1959. 
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Shuffle  Master  (5) 

makes  automatic  card  shufflers  &  table  games 

Christopher  &  Banks  (4) 

retails  women's  specialty  apparel 

Multi-Color 

supplier  of  label  solutions  &  packaging  services 

Orleans  Homebuilders  (2) 

develops  residential  communities  in  eastern  U.S. 

Engineered  Support  Systems  (5) 

makes  military  support  equipment  &  heat-transfer  products 

CPI  Aerostructures 

manufactures  structural  aircraft  parts 

28 
30 
27 
24 
18 

49-4/ 

five-year  av 

20 
33 

34 
59sp 
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NA 
NA 
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NA 
NA 
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3.00 
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COM  PA  N  Y  (consecutive  years  on  list) 

business 


RETURN 

ON 
EQUITY 


GROWTH  25h     SALES    .^     R|™T 


Sales  EPS 

5-year  5-year         5-year 

average        average       average 


% 


% 


% 


latest  latest 
12  mos  12  mos 
(Sntil)       (Smil) 


2004 
($)  est($)      est 


H   Corporate  Executive  Board  (2) 
provides  corporate  consulting  &  educational  services 


0 


FactSet  Research  Systems  (7) 

supplies  computer-based  financial  &  economic  data 

Biosite 

provides  rapid  medical  diagnostic  tests 


s 


K-Swiss  (2) 

J}  |    designs  &  markets  athletic  footwear 

Mercury  Interactive  (4) 

supplies  software  for  Web-based  applications 

•  *   Strayer  Education  (6) 

owns  &  operates  a  regional  university 


29^  33  54^  O.Q  183  33.9  46.25  1.22  38  ll 

24  26sU  30  0.0  225  47.8  45.33  1.64  28  1,5 

9  311*  741*  0.2  146  21.8  31.41  1.85  17 

20  124*  221*  0.0  363  39.2  35.08  2.72  13 

16  36  311*  5.1  444  75.5  46.19  1.18  39 

100+1*  17  13  0.0  131  29.2  99.44  2.57  39  1  06 


Earnings  per  share  at  BioReliance 
(rank  139),  which  develops  and 
tests  drugs  for  pharmaceutical 
companies,  have  increased  190% 
annually  over  the  past  five 
years— the  highest  on  our  list. 


I  ~, 


ITT  Educational  Services  (4) 

provides  postsecondary-degree  programs 


•J   Right  Management  Consultants  (2) 

provides  career  management  &  consulting  services 


a 


Synovis  Life  Technologies 

manufactures  medical  devices 


EfB   Talx(2) 

^       |    supplies  automated  employment  &  income  verification 


B 


SM&A 

provides  consulting  services  to  obtain  govt  contracts 

QLogic  (5) 

designs  semiconductor  input/output  devices 

American  Vanguard 

manufactures  specialty  chemicals  for  agriculture 

PF  Chang's  China  Bistro 

owns  and  operates  full-service  restaurants 

Ceradyne 

develops  industrial  ceramic  products 

Bj   lnamed(2) 
J    develops  &  markets  br r  ast  implants  &  skin  products 

■tRecent  trend  up  versus  five-yeai  Ri    -nt  trend  down  versus  five-year  average.  Footnotes  on  page  196. 

For  more  information,  go  to  www.forbes.com/hotshots 
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44  12  231*  0.0  490  49.2  48.01  1.46 

24  29  58vP  1.4  488  40.6  18.06  1.68 

6  34*  152^  0.0  50  3.8  27.83  0.61 

8  341*  58*  0.4  127  13.4  25.84  1.13 
511*  -61*  -131*  0.0  66  10.6  11.33  0.60 
15  39  51  0.0  468  120.4  48.11  1.59 
15  111*  37  2.2  115  8.1  26.28  1.55 
11  524/  60^  0.0  491  24.8  45.55  1.34 

9  221*  491*  0.1  73  5.3  25.12  0.94 
22  19  51*  1.8  302  53.4  74.55  3.02 


33  2, 

H 

46  m 

23  34 

19  22 

30  4,53 

17  15 

34  1,18 
27  21 
25  1J 


Information  that's  delivered  to  the  wrong  target  is  wasted. 
Is  it  happening  at  your  company?  Yes.  Is  it  impacting  your  revenue?  Absolutely. 


Producing  and  delivering  business  commu- 
nications seems  simple  enough.  Why,  then,  do  so 
many  companies  so  often  send  bills  to  the  wrong 
people;  mail  important  packages  with  too  little 
postage;  and  lose  digital  documents  in  cyberspace? 
It  all  adds  up  to  a  logjam  that  prevents  revenue 
from  reaching  your  bottom  line. 

Pitney  Bowes  can  help.  Through  a  combination 
of  unique  products  and  high-value  services,  we  can 
generate  remarkable  changes  across  your  entire 
business,  and  often,  a  sizeable  increase  in  profits. 


A  good  example:  Siebel  Systems.  Our  Siebel 
Systems  partnership  helps  you  capture  data  at  every 
customer  touchpoint.  The  result?  Better-targeted 
campaigns  and  stronger  customer  relationships. 

Want  to  know  more  about  how  we  can  help 
you?  Call  1  866  DOC  FLOW  or  visit  pb.com/targeting 

H  Pitney  Bowes 

Engineering  the  flow  of  communication" 


)  W&wy  Bowes  Inc  All  Rights  Reserve 
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1   Cytyc 

1    develops  tests  for  cervical  &  breast  cancer  screenings 

15 
33 
13 
12 
12 
37 
13 
19 
24 
12 
15 
16 
22 

534/ 

1204/ 

O.Q 
0.5 

1.1 

0.0 
0.0 
0.3 
0.2 
1.1 
1.9 
0.0 
2.3 
0.3 
0.1 

275 
242 
529 

69.7 
61.1 

14.40 

0.75 

19 

1581 

Integrated  Circuit  Systems 

makes  mixed-signal  integrated  circuits 

9* 

6* 

31.08 

1.00 

31 

2.18 

Krispy  Kreme  Doughnuts  (3) 

1    owns  &  franchises  doughnut  shops 

28 

57 

43.1 

37.83 

1.18 

32 

2.22 

19 

3.69 

1.37 

10 

Hi-Tech  Pharmacal 

1    makes  generic  drugs  &.  over-the-counter  medications 

15* 

23* 

48 

183 

5.7 

24.70 

1.09 

23 

Pixar(2) 

1    operates  digital-animation  film  studio 

58* 

51* 

82.5 

68.20 

1.28 
1.66 

53 

15 

1  Yankee  Candle  (2) 

'1    makes  &  retails  scented  candles  &  giftware 

264/ 

31 

465 
112 

66.8 

25.68 

Total  Entertainment  Restaurant  (2) 

1    operates  sports-  and  game-themed  restaurants 

29 
44 

41 
38 

7.7 

10.74 
15.39 
43.04 

0.92 

12 

•    ^  1   PEC  Solutions  (3) 

■     ;       provides  Web-related  services  to  government  agencies 

189 

21.7 

0.77 
1.61 

20 

27 
27 

41 

1.43 

I 

29 
1.38 

1   ResMed  (7) 

J    medical  equip  for  treatment  of  sleep-disordered  breathing 

32 

12* 

304/ 
614/ 

249 

41.7 

1   Quality  Systems  (3) 

'  1    develops  health  care  information  systems 

59 

7.7 

44.14 

1.64 

Cooper  Cos  (2) 

makes  contact  lenses  &  diagnostic  instruments 

22* 

13* 

376 

58.6 

40.82 
16.25 

2.49 
0.88 

16 
18 

ICKJ   Daktronics 

1    supplies  electronic  scoreboards  &  large  video  displays 

18 

15* 

178 

12.5 

K5J   Cabot  Microelectronics  (3) 

1    supplies  polishing  slurries  used  to  make  integrated  circuits 

38  4/ 

544/ 

249 

39.5 

56.57 

2.13 

27 

■ 

Founded  in  1899  as  a  14-mile  rail  line  serving  a 
single  salt  mine  in  upstate  New  York,  Genesee  & 
Wyoming  (rank  154)  now  operates  8,000  miles 
of  track  in  the  U.S.,  Canada,  Mexico  and  Bolivia. 


FTI  Consulting  (4) 

provides  litigation  support  services 

IDEC  Pharmaceuticals  (3) 

develops  drugs  to  treat  cancer  &  inflammatory  diseases 

SurModics  (4) 

provides  coating  solutions    >r  medical  products    ' 

H   Merit  Medical  Systems  (3) 
develops  disposable  products  for  cardiovascutai  lipase 

^Recent  trend  up  versus  five-year  average.  >l>Reccnt  ti ,   .  rsua  five-year  average.  Footnotes  on  page  196. 

For  mere  information,  go  to  www.forbes.com/hotsh 
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11  37*  41*  1.0  342  60.8  18.22  1.58  12  7( 
14  47  54  4.8  468  165.4  34.84  1.26  28  5,4. 
10  32  44*  0.0  39  12.1  26.51  1.21  22 

12  14  41  0.0  125  13.6  23.20  0.89  26 


Village  of  MemckPark,  Miami     tel.  305  446  1499 


Hot  Shots 





&  Comers 


COMPANY  (consecutive  years  on  list) 
business 


Stericycle  (3) 

provides  medical-waste-management  services 

Medical  Action  Industries  (3) 

manufactures  disposable  surgical  products 

Stratasys 

makes  rapid  prototyping  devices  &  3-D  printers 

Jarden 

provides  niche  consumer  products  for  the  home 

Interpore  International 

designs  medical  devices  for  spinal  surgery 

KV  Pharmaceutical  (5) 

develops  generic  &  over-the-counter  drugs 
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13  57  vp  46  2.3  431  56.1  48.26  1.70  28  2,C 

18  131^  36  3.1  113  8.6  13.22  1.02  13  1 

7  4*  40T>  0.2  46  6.0  49.87  1.37  36  2( 

21/fs  7-f.  -3"h  2.9  444  35.2  37.25  3.24  11  5 

91^  17  14^  0.0  65  15.2  17.01  0.47  36  3 

18  20  23  0.2  255  40.4  22.67  1.06  21  1,1( 


WE  SELL 


fe 


US  Physical  Therapy  (4) 

operates  outpatient  physical  therapy  clinics 

Fargo  Electronics 

produces  printing  systems  to  personalize  ID  cards 

Steven  Madden 

designs  &  sells  shoes  for  girls  &  women 

White  Electronic  Designs 

makes  microprocessors  &.  viewing-display  products 

'  *>   Hibbett  Sporting  Goods 

operates  full-line  athletic  sporting  goods  stores 


g 


Micronetics 

makes  microwave-  and  radio-frequency  components 


EPIQ  Systems  (4) 

>fl    markets  software  for  financial  services 

Charles  River  Labs  International  (2) 

provides  research  for  drug  development 

3   Foundry  Networks 

provides  high-performance  ictworking  products 


y 


|   Craftmade  International  (3) 

makes  ceiling  fans  &  lighting  fixtures 


Pawnshop  operator  First  Cash 
Financial  Services  (rank  73) 
has  Increased  its  store  count 
by  25%  over  the  past  year  to 
212,  while  boosting  its  net 
income  32%. 
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73 
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n>Recent  trenc  is  five-year  average,  vflecent  trend  down  versus  fivc-vcar  average.  Footnotes  on  page  196. 

For  more  information,  go  to  www.forbes.com/h( 
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13.04 

0.75 
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12.02 

0.74 
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20.09      1.80     11 


11.24      0.52     22       26 


23.53      1.30     18       36 ' 


5.90         NA     NA 


17.26      1.08     16       3C 


31.16      1.80     17    1.4J1 


i 


22.21      0.54     41    2,7' 


21.48      1.47     15       1 
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hink.  Think  again! 

igation  and  Dispute  Resolution  Group 

you  maximizing  the  value  of  your  corporate  assets? 
KSTEIN  SHAPIRO  MORIN  &  OSHINSKY's  Litigation  and 
pute  Resolution  Group  provides  clients  with  creative  and 
histicated  strategies  to  resolve  some  of  the  most  complex, 
Itifaceted  disputes  in  antitrust,  securities,  bankruptcy,  insur- 
e  coverage,  government  contracts,  employment,  and  other 
i-profile  cases.  Dickstein  Shapiro's  team  of  more  than  160 
[ators  and  negotiators,  which  includes  17  former  federal 
secutors,  has  a  recent  track  record  of  recovering  billions  of 
lars  for  clients,  and  saving  clients  comparable  amounts  by 
ping  them  out  of  court.  Whether  negotiating  alternative 
jtions  or  litigating,  Dickstein  Shapiro  advances  the  business 
irests  of  its  clients  by  converting  obstacles  into  opportunities. 

'  Puzzle  Solution:  www.DicksteinShapiro.com 


M 


o 


DICKSTEIN 
SHAPIRO 
MORIN^r 

OSHINSKY 


CELEBRATING   FIFTY  YEARS 
OF   LEGAL   INNOVATION 

Washington,  DC  •  New  York,  NY 
(202)  785-9700  •  (212)  835-1400 


)  Oickstem  Shapiro  Monn  &  Oshmsky  llp.  All  Rights  Reserved. 
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COMPANY  (consecutive years  on  list) 

business 


Knight  Transportation  (9) 

I    short-to-medium-haul  truckload  carrier 


GROWTH 


RETURN 

ON 
EQUITY 

Sales         EPS 

5-year  5-year         5  year 

average 
% 


CASH     SALES       ""„     "I"*1        EPS       P/E 
FLOW1  "-"L  U 


i 


Quixote 

makes  highway-safety  products 

Medamicus 

manufactures  vascular-delivery  products 

Panera  Bread 

offers  fresh-baked  breads  in  cities  throughout  the  country 


I   Fair  Isaac  (6) 

analyzes  consumer  profiles  to  determine  credit  risk 

I   Charles  River  Associates  (2) 

provides  economic  &.  financial  consulting  services 

Gentex  (2) 

manufactures  automatic-dimming  mirrors  for  autos 

Albany  Molecular  Research  (4) 

does  research  for  drug  &  biotech  companies 

Keith  Cos  (2) 

civil  engineering  &  consulting  services 

I  Techne(4) 

I    develops  hematology  controls  &  biotechnology  products 


i 


B 


Green  Mountain  Coffee  (4) 

roasts  &  sells  high-quality  arabica  coffees 

Raven  Industries 

manufactures  plastics,  electronics  &  sewn  products 


15 
17 
24 
7 
14 
13 
16 
18 
16 
19 
27 
16 


% 
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latest  latest 
12  mos  12  mos 
($mil)       ($mil) 


($) 


2004      2004 
est($)      es, 


" 


19  0.2  316  31.7  26.26  1.10  24       98: 

12  /fs         41^  2.0  114  9.5  24.05  1.50  16 

22  *  644/  0.0  18  2.9  10.41  0.69  15 

1*  66-4/  0.0  299  24.1  42.61  1.32  32    1,272 

15  T^  21  0.9  598  98.5  58.95  2.68  22    2,841 

25             2^  0.0  154  9.9  28.18  1.37  21       255 

14-t  121^  0.1  441  97.5  35.19  1.54  23    2,688 : 

59  sp  41  vU  0.2  140  37.0  14.69  1.22  12 

34  46sP  0.0  93  7.9  12.87  1.02  13 

15  27sP  0.6  145  45.4  32.80  1.24  26 

16  79nP  1.3  111  5.8  20.81  1.02  20 
-6<t  32  0.0  133  12.8  25.36  NA  NA       22! 


Since  its  1994  public  offering,  shares 
of  Knight  Transportation  (rank  60)  are 
up  514%.  The  Knight  family  owns  34% 
of  the  truckload  carrier's  stock. 


a 


m 
1 


Exactech 

makes  orthopedic  implant  devices  &  surgical  instruments 

First  Cash  Financial  Services  (2) 

operates  pawnshops 

CorVei  (10) 

provides  medical  cost  containment  &  managed  rare  srvs 

Mentor  (3) 

makes  products  for  esthetic  &.  general  surgery 

Kronos  (2) 

labor  management,  humei  resources  &  payroll  solutions 


12  24  21  0.5  66  6.1 

11  14  16  2.1  131  12.4 

23  14  15  0.0  292  16.9 

18  16  25  0.0  390  55.1 

18  13  15  0.0  384  33.1 


16.57   0.64  26 
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NA 

NA 

37 
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22.91 
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•T'Recent  trend  up  versus  five-year  a 
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five-year  average.  Footnotes  on  page  196. 
For  more  Information,  go  to  .vww.forbes.com/hc 
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SPECIAL  ADVERTISING  SECTION 


iONGKONG 


n  the  Rebound 


'  weathering  the  SARS  crisis,  Hong  Kong  is  showing  the 
d  that  it  remains  the  best  place  to  do  business  in  Asia. 


lality  of  an  economy  is  best  judged  in  a  crisis.  For  Hong 
the  first  half  of  this  year  was  an  ordeal,  as  the  SARS  out- 
cut  into  retail  sales,  tourism  and  the  confidence  of  the 
7  million  residents.  But  the  virus  was 
t  in  June,  and  health  authorities  are 

to  contain  it  should  the  disease 

rge.  While  the  economic  damage 
SARS  was  significant  —  the  govern- 
lalved  its  growth  forecast  for  2003  to 
—  Hong  Kong  pulled  through  in  good  shape,  with  trade 
t  robust  and  visitor  arrival  numbers  recovering  strongly, 
g  yet  again  that  this  dynamic  economy  on  the  China 


"Hong  Kong  always  rebounds  strongly 

cause  it  has  such  a  resilient  work  force  and 

adaptable  business  managers." 

nes Thompson,  Chairman,  Crown  Worldwide  Group,  and 
airman,  American  Chamber  of  Commerce  in  Hong  Kong 


is  Asia's  premier  business  hub. 

ing  Kong  always  rebounds  strongly  because  it  has  such  a 
it  work  force  and  adaptable  business  managers,"  says  James 
json,  chairman  of  Crown  Worldwide  Group  and  chairman  of 
nencan  Chamber  of  Commerce  in  Hong  Kong.  Peter  Wong 
nun,  CEO,  Greater  China,  and  director  of  Standard  Chartered 
t  Hong  Kong,  agrees:  "The  single  most  important  asset  of  any 
my  is  its  people.  Hong  Kong  people  have  weathered  one  chal- 
after  another,  but  they  have  not  lost  their  can-do  spirit." 
n  Thompson  and  Wong,  who  serve  as  Investment  Promo- 
mbassadors  for  the  Hong  Kong  government,  are  convinced 
:y's  long-term  future  is  secure.  "The  rule  of  law  is  alive  and 
Wong  points  out.  "An  independent  judiciary  is  very  impor- 
i  ensuring  a  continued  free  and  open  economy."  The  single 
x  rate  for  corporations  and  individuals  is  another  key  attrac- 
!  investors,  says  Thompson.  "For  business,  the  ability  to  retain 


earnings  for  reinvestment  and  growth  is  vitally  important." 

Of  course,  being  a  part  of  China  is  another  enormous  advantage. 
"The  ability  to  grow  one's  business  in  China  from  a  well-organized 


"The  rule  of  law  is  alive  and  well.  Having  an 
independent  judiciary  is  very  important  in  ensuring 
a  continued  free  and  open  economy." 

—  Peter  Wong  Tung-shun,  CEO,  Greater  China,  and  Director, 
Standard  Chartered  Bank,  Hong  Kong 


base  like  Hong  Kong  cannot  be  matched  in  Asia,"  Thompson  says. 
"A  clean  government,  convertible  currency  and  tremendous  trans- 
portation links  are  major  attractions."  Hong  Kong  is  an  integral  part 
of  the  Pearl  River  Delta  (PRD),  Wong  notes. 
"This  is  the  most  dynamic  region  of  China,  a 
region  of  global  economic  importance  and  a 
fast-growing  emerging  market." 

The  Closer  Economic  Partnership  Arrange- 
ment (CEPA),  an  agreement  that  extends 


market  liberalization  terms  between  Hong  Kong  and  the  mainland 
beyond  the  commitments  China  made  when  it  joined  the  World 
Trade  Organization,  will  accelerate  the  integration  between  Hong 
Kong  and  the  PRD,  Wong  predicts.  "CEPA  will  give  Hong  Kong  a 
head  start  into  China  over  its  international  rivals  and  give  a  strong 
boost  to  the  service  sector  and  strengthen  Hong  Kong's  reputa- 
tion as  a  global  platform  for  China  business."  Wong  believes  that 
the  banking  industry  in  particular  will  benefit,  with  increasing  busi- 
ness volumes,  foreign  investment  and  trade  flows  between  the 
mainland  and  Hong  Kong. 

To  be  sure,  Hong  Kong  will  continue  to  play  a  key  role  in  China's 
economic  boom,  ensuring  that  the  city  will  remain  as  vibrant  as 
ever.  "What  makes  Hong  Kong  so  impressive  to  visiting  business 
people  are  the  service  culture,  the  diversity  of  entertainment 
and  the  dynamism  of  the  people,"  Wong  says.  Concludes 
Thompson:  "Hong  Kong  is  full  of  life."  I 


st  Hong  Kong  is  the  Hong  Kong  SAR  government  department  set  up  in  July  2000  to  spearhead 
ig  Kong's  efforts  to  attract  foreign  direct  investment.  It  provides  free,  one-stop-shop  services 
to  potential  investors.  Find  out  more  at  www.lnvestHK.gov.hk. 
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COMPANY  (consecutive  years  on  list) 

business 


RETURN 

ON 
EQUITY 


GROWTH 


DEBT/ 

CASH     SALES 

FLOW1 


NET         RECENT 
INCOME       PRICE 


Sales  EPS 

5-year          5-year  5-year 

average       -  average  average 

%               %  % 


latest  latest 
mos  12  mos 
mil)       ($mil) 


($) 


-" 

VALUPJ 

2004      2004 
est  ($)      est 

($mil)  J 

H   Resources  Connection  (2) 
provides  accounting  &  human  resources  services 

Renaissance  Learning  (3) 

provides  school  improvement  programs  for  grades  K-12 


0 

V 


Dominion  Homes 

builds  high-quality  homes  in  Ohio  &  Kentucky 

Syntel  (3) 

provides  IT  outsourcing  services 

Sybron  Dental  Specialties  (2) 

makes  dental  products  &  related  equipment 

Waste  Connections 

provides  solid-waste  collection  &  recycling  services 

Forward  Air  (5) 

provides  surface  transportation  of  deferred  air  freight 


24sP  47  ^  36^  0.0  202  12.6  24.39  1.03  24  539 

24  25^  26^  O.O-  131  31.5  22.91  1.05  22  70©| 

17  18  26^  NA  504  27.2  26.01  4.06  6  210 

23  1     9^  0.0  170  38.4  25.05  0.93  27  989 
34  7     4*  6.2  504  49.4  25.35  1.51  17  969| 
10  52  si>  52nP  4.5  532  62.7  35.00  2.59  14  994 

24  15  16  0.0  233  22.0  27.06  1.29  21  576| 


Rising  dough  is  the  consistent  mark  of 
Panera  Bread  (rank  63):  Over  the  last 
five  years  earnings  have  risen  66%  per 
annum  for  this  newcomer  to  the  list. 


Kensey  Nash  (2) 

designs  biomaterials  for  orthopedics  &  cardiology 

CSG  Systems  (2) 

provides  billing  services  for  telecom  companies 

i   Emulex  (2) 

supplies  networking  products  for  data  access  &  storage 


BCitrix  Systems  (2) 
markets  enterprise  software  &  services 


Q 


Kenneth  Cole  Productions 

designs  trendy  footwear,  handbags  &  accessories 


I-J   Amsurg(4) 

operates  practice-based  ambulatory  surgery  centers 

LH   Ixia 

develops  optical  networking  equipment 

Meridian  Bioscience 

markets  diagnostic  test  kits  &  specialty  biologicals 


Young  Innovations  (5) 

makes  dental  equipment  &.  supplies 


10  26  274/  0.2  39  6.6 

42vl/  25  nP  19^  2.9  595  57.3 

8  48  sP  101  sP  2.0  297  65.1 

21  22^  8  0.0  554  121.3 

18  17  9^  0.0  448  29.9 

10  34  37  0.6  277  271 

22^  53^  32sU  0.0  74  9.3 

18  11  -2T>  0.3  64  6.8 

16  20^  19  0.3  74  12.3 


23.97   0.85  28   26C 


14.76   1.14  13   77J 


26.19 

0.97 

27 
28 

2,14$ 

21.93 

0.78 

3,60$ 

27.62 

1.78 

16 

54( 

31.42   1.76  18   62: 


10.75   0.25  43   62( 


9.65   0.51  19   14! 


30.45   1.55  20   23! 


^Recent  trend  up  versus  five-year  average.  ^Recent  trend  down  versus  five-year  average.  Footnotes  on  page  196. 

For  more  information,  go  to  www.forbes.com/hotshots 
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COMPA 

business 


[consecutive  years  on  list) 


Sicor 

manufactures  injectable  pharmaceutical  products 

Matthews  International  (4) 

makes  graphic  systems  &  bronze  memorial  products 

Advanced  Neuromodulation  Systems  (2) 

makes  products  to  treat  nervous-system  disorders 

Ansys  (2) 

develops  engineenng  simulation  software 

Dionex  (2) 

makes  analytical  systems  for  chemicals 

Graco  (2) 

supplies  fluid-control  equipment 

Urban  Outfitters  (2) 

retails  apparel  &  accessories  for  young  adults 

Simpson  Manufacturing  (2) 

manufactures  structural  connectors  &  venting  systems 

9MTR  Gaming  Group  (3) 
owns  &  operates  horse  racing  tracks  &  gaming  resorts 

nt  trend  up  versus  five-year  average.  ^Recent  trend  down  versus  five-year  average.  Footnotes  on  page  196. 
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22 
6 
24 
27 
794/ 
11 
16 
27 

26 
18 

814/ 
16 

0.2 
1.7 
0.0 
0.0 
0.0 
0.0 
0.0 
0.1 
2.7 

497 
455 
75 
99 
215 
512 

104.1 
43.4 
9.9 
19.7 
32.8 
81.2 

20.06 
26.25 
39.96 
36.86 
38.50 
38.51 

1.11 

18 

2,386 
846 

1.56 
0.85 
1.62 
1.70 
2.00 

17 

26^ 

3* 

47 
23 
23 
19 

770 

553 

834 

1,764 

1,033 

1,010 

243 

14 

5^ 

3 
19 
13 
334/ 

184/ 
It 

13 
7* 

174/ 

436      29.1 

26.25 

1.13 
2.70 

23 
15 
13 

502 

56.0 

41.00 

274 

15.8 

8.75 

0.65 

II 
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^   ....-:: 


Kn 

ulenfiddich 

The 

" 

independent 
spirit. 

Distilled  by  an  independent  family  company. 

Bottled  as  Glenfiddich,  which  means  "valley 

of  the  deer."  Matured  at  its  own  Highland 

M       >fH*'«' 


distillery  for  a  full  15  years  —  our  Solera 

Reserve  single  malt  features  delicious  notes  of 

oak,  honey,  vanilla  spice,  fruit  and  sherry. 


-- 


AGED    I  >%  YEARS 
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COMPANY  (consecutive  years  on  list) 
business 


Healthtronics  Surgical  (2) 

provides  noninvasive  surgical  services 

NN 

manufactures  precision  steel  ball  bearings  &  rollers 

Spectralink 

sells  wireless  telephone  systems  to  businesses 

I   Macrovision  (5) 

provides  copy  protection  &  digital-rights  technologies 

Plantronics  (2) 

makes  lightweight  communications  headsets 


RETURN 


CASH     SALES       JJET         "ggg"        £ps 
EQUITY  FLOW1  ,NC0ME       PRICE 


Sales  EPS 

5-year  5-year         5-year 

average        average       average 


latest        latest 
12  mos       12  mos 


2004 


% 


% 


2004 
est       ($ 


17 
12 
11 
13 
37 


($mil)  ($mil)     ($)  est($) 

52  4>   51^  0.9    86  4.8    6.20  0.55  11 

30    -14"   1.5   218  11.2  12.53  0.98  13 

16    24    0.0    65  6.6  20.56  0.54  38 

404>       41^   0.0   111  33.6  19.01  0.83  23 

5     -4T>   0.0   350  40.9  24.59  1.14  22  1.07 


As  the  inventor  of  the  Angio-Seal,  the  world's  leading 
arterial  puncture  closure  device,  Kensey  Nash  (rank  84) 
dominates  a  potential  $600  million  market. 


9   Cantel  Medical  (4) 

I    makes  diagnostic  &  therapeutic  medical  equipment 

I  Sonic  (10) 

I    owns  &.  franchises  drive-in  restaurants 

|  Quest  Software  (2) 

develops  management  application  software 


H 


Zoll  Medical  (2) 

makes  cardiac-resuscitation  devices 

Planar  Systems 

markets  high-performance  electronic  display  systems 

Group  1  Software 

creates  data  quality  &  marketing  software 

Inforte 

provides  network  consulting  services 


15 
20 

7 

7 

8 

12 


1   Nutraceutical  International  (2) 

I    markets  branded  nutritional  supplements 

American  Woodmark  (3) 

manufactures  kitchen  &  bathroom  cabinets 

Quaker  Chemical 

makes  lubricants  for  steel  manufacturers 

Mercury  Computer  Systems  (3) 

bs  digital  signal-processing  systems  for  defense 


i 


a  Ri 

manu  0-  and  DVD-duplication  equipment 


15 
20 
17 
17 
21 


37 

32^ 

2.3 
1.3 
0.0 
0.0 
1.7 
0.0 
0.0 
0.6 
0.5 
0.7 
0.8 
0.0 

128 
432 
277 
182 
238 
105 

41 
119 
564 
302 
180 

49 

16 

22 

68  vU 

66 

26 

48 

16 
11 

129sP 
18  f> 

364/ 
1* 

20  "h 
22 

17 

20^ 

1* 

-3* 

15 

12^ 

9 

1* 

7.9   13.06   0.94  14   12 


50.9   24.85   1.49  17   96 


22.7   12.55   0.35  36  1,11 


12.5   32.06   1.69  19   2f 


13.9   21.10   1.24  17   3( 


9.8   17.61   0.87  20   2' 


2.1    8.99   0.10  90    i 


12.0   10.18    NA  NA   1 


32.7   44.56   4.80   9   31 


15.3   22.29   1.87  12   2! 


22.7   22.70   0.89  26   4 


6.8   13.30    NA  NA   II 


•^Recent  trend  up  versus  f  r  average    ^Recent  trend  down  versus  five-year  average.  Footnotes  on  page  196. 

For  more  information,  go  to  www.forbes.com/hotshots 
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Closed-end  ETFs.  Or  the  calming  effects  of  receiving  a  monthly  #10  envelope. 


Few  things  these  days  are  more  comforting  than  dependable,  consistent  income.  To  give  yourself  the  opportunity 
to  enjoy  attractive  income  month  after  month,  consider  Nuveen  Investments'  closed-end  exchange-traded  funds. 
With  more  than  100  closed-end  ETFs,  Nuveen  Investments  continues  to  pioneer  new  and  innovative  ways  to  help 
balance  portfolios  and  help  you  keep  more  of  your  hard-earned  money.  Ask  about  our  closed-end  exchange-traded 
funds.  Learn  about  other  smarter  ways  to  be  conservative:  contact  your  financial  advisor  or  visit  nuveen.com. 

NUVEEN 

Investments 
Smarter  ways  to  be  conservative. 


s  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  In  addition,  closed-end  exchange-traded  funds  frequently 

trade  at  a  discount  or  premium  to  their  net  asset  value.  For  more  information  and  a  prospectus  where  applicable,  contact  Nuveen  at  1-800-257-8787. 

'prospectus  ca  '-ore  you  invest  or  send  money.  Distributed  by  Nuveen  Investments,  LLC.  ©2003  Nuveen  Investments,  Inc. 


Hot  Shots  ?00  I  Jn  A  Comers 


COMPANY  (consecutive  years  on  list) 
business 


RETURN 

DEBT/ 

ON 

GROW? 

CASH 

EQUITY 

FLOW* 

Sales 

EPS 

5-year 

5-year 

5-year 

average 

average 

average 

% 

% 

% 

NET        RECENT 


;•      ;ALES    .siov.       PRICE         «       P 


latest  latest 
l2mos  l2mos 
($mil)       ($md) 


J 


Cree 

manufactures  compound  semiconductor  materials 

Pediatrix  Medical  Group  (2) 

provides  neonatal  hospital-based  services 

Heartland  Express  (2) 

short-to-medium-haul  truckload  carrier 

Jack  Henry  &  Associates  (4) 

provides  data-processing  for  banks  &  finance  companies 

Serena  Software  (2) 

provides  software-management  products  &  services 

Manhattan  Associates  (3) 

develops  &  services  supply-chain-management  software 

Dendrite  International  (2) 

provides  consulting  services  &  software  for  drug  industry 

Power  Integrations 

supplier  of  high-voltage  analog  integrated  circuits 

Medicis  Pharmaceutical  (5) 

develops  dermatological  drugs 

Aaon  (4) 

makes  air-conditioning  &  heating  equipment 

Landauer (2) 

provides  radiation  measurement  services 


7 
10 
17 
21 
16 
13 
14 
13 
11 
28 
47 


($ 
39     15^   0.0   230   34.9   21.04   0.58  36  1,51 

26      81s  0.0   484  72.3   46.11   3.89  12  1,1 


71s  12  0.0  381  45.9  24.87  1.14  22  1,2| 
26^  164/  0.0  405  49.4  17.94  0.66  27  1,5* 
22«4,   294'   0.0    98   28.4   18.63   0.81  23   74 


32-4/   49^   0.0   186   24.7 


19^    51s  0.0   228   17.5 


27.58   1.05  26   8. 
15.25   0.69  22   6 


■ 


9    -161s   0.0   116  13.9   34.55   0.77  45  l.Ol 

58.80   2.26  26  1.5£ 
9  14 


24    18    4.5   248  63.5 


9^   29^   0.0   149   14.2   16.67   1.19 


2] 


0.0    64   16.5   36.10   2.05  18   31 


This  past  year  American  Italian  Pasta 
(rank  143)  sold  1  billion  pounds  of 
pasta  to  the  likes  of  Sysco,  Wal-Mart, 
Kroger,  General  Mills  and  Kraft. 


B 


Arrhythmia  Research  Technology 

sells  medical  software  to  help  treat  arrhythmias 


BICU  Medical  (5) 
mako  disposable  intravenous  connection  systems 

StarTek  (2) 

I    provides  i  ourcing  services 


Curative  Health  Sei  vices  (2) 

distributes  drug:  are 

WD-40  (2) 

manufacturer  no  !  lubricants  &  cleaners 


7 
14 


-8  311s  0.0  7  1.1 

22  22  0.0  96  21.1 

17    12  21  0.2  212  19.2 

11     61s  -91s  2.2  187  17.6 
35 


11 


2.7   231   27.0 


5.91    NA  NA 


28.63   1.77  16   3 


33.97  1.78  19  4 
18.35  1.78  10  2 
32.29   1.79  18   5 


■^Recent  trend  up  versus  ftw 


:  id  down  versus  five-year  average  Footnotes  on  page  196. 

For  more  information,  go  to  www.forbes.com/hi 
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ujitsu  recofnmends  Microsoft®  Wind  owi®  XP 


ig^jqfymyi|j 


•Jow  view  your  Tablet  PC  screen  anywhere -even  in  direct  sunlight. 

>/hen  your  work  takes  you  outside,  take  the  Tablet  PC  with  a  screen  you  can  actually  read  outside.  Introducing  the  Fujitsu  Stylistic® 

Hi 21  Tablet  PC  wrth   its  all-new  indoor/outdoor  viewable  screen.  Whether  you're  making  sales  calls,  doing  an   inspection, 

checking  your  email,  our  innovative  Reflective  front  light  display  technology  allows  you  to  clearly  see  your  work, 

even  in  broad  daylight  Hey,  it's  what  you'd  expect  from  Fujitsu,  the  quality  leader  in  pen  computing  for 

over   12  years.  So  when  it  comes  to  the  power  of  pen-based  computing,  don't  let  the  sky  be  the  limit. 

Call  1 .877.372.3473  or  visit  www.fujitsupc.com/outdoor  to  "clearly"  see  for  yourself. 

The   Stylistic*  STAI2I    is  powered  by  an   Ultra  Low  Voltage  Mobile  Intel"  Pentium- III  Processor 
933MHz  -  M  which  supports  Enhanced  Intel"  SpeedStep'"  technology. 


wmmumiu  mwmmwmmmmmwmwmm 


io  from 


m 


to 


to 


m 


FufiTSU 


THE     POSSIBILITIES     ARE     INFINITE 


;       of  Fujitsu  Limited.  Intel.  Intel  Pentium,  Intel  Inside,  the  Intel  Pentium  logo  and  the  Intel  Inside  logo  are  trademarks  or  registered 
trademark',  of  Intel  Coi  poration  or  its  subsidiaries  in  1  ites  and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation. 


Shots  900  Up  &  Comers 


COMPANY  (consecutive  years  on  list) 
business 


RETURN 

ON 
EQUITY 


S«  SALES  JgJ,  ■»■   EPS 


Monro  Muffler  Brake 

automotive  repair  shops  specializing  in  mufflers  &  brakes 

Neogen 

develops  safety  diagnostic  products 

Compex  Technologies 

designs  products  used  for  pain  management 

Cholestech  (2) 

provides  diagnostic  testing  for  cholesterol  &  blood  glucose 

BioReliance 

provides  drug  testing  for  pharmaceutical  companies 


GROWTH 

FLOW1 

Sales  EPS 

5-year          5-year  5-year  latest  latest 

average        average  average  l2mos  l2mos 

%              %  .(Smil)  ($mH) 


% 
10 
10 
13 
13 
8 


($) 


2004  2004 
est( 


8 
22 
19 
21 


21  1.3  264  15.7  29.76  2.07  14 

18  0.0  47  4.8  19.20  1.07  18 

21^  1.3  76  4.6  7.90  0.47  17 

38nP  0.0  51  6.5  8.13  0.49  17 


. 


15        190^      0.7         87      11.4       25.64      1.76     15 


Founded  in  1850,  Matthews  International  \ 

(rank  94)  Is  the  second-largest  maker  of  caskets 
in  the  U.S.;  earnings  per  share  have  grown  much 
faster—an  average  of  15%  a  year  since  the 
company  went  public  in  1994— than  the  death  rate. 


]   Idexx  Laboratories  (3) 

provides  products  &  services  to  veterinary  &  food  industries 


'^    I  Courier  (4) 

>|    prints  books,  Bibles  &  trade  publications 

California  Pizza  Kitchen  (2) 

operates  casual  restaurants 


American  Italian  Pasta  (4) 

largest  producer  of  dry  pasta  in  North  America 

Mobile  Mini  (4) 

provides  portable  storage  containers  &  office  units 

Diagnostic  Products  (3) 

makes  medical  diagnostic  kits 


SB 


i   International  Speedway  (3) 

owns  &.  operates  motorsports  facilities 

Franklin  Electric  (2) 

makes  submersible  fueling  systems  motors 

JH   Saga  Communications  (2) 

|    operates  radio  &.  television  stations 

|   Lifeline  Systems  (2) 

sells  emergency-asslstanca  paging  systems 


1 

| 


Copart  (4) 

auctions  salvage  vri 

Opnet  Technologies  (2) 

provir  [ware  &  services 


13  6  28  0.0  442  54.0  43.81  1.84 
16     8  18  0.0  205  18.9  52.36  3.88 

14  16  44  vP  0.0  331  17.2  17.60  1.06 
13  19  22  4.5  424  44.5  40.19  2.90 

12  26  26^  5.4  141  19.1  19.20  1.38 

13  13  24  0.0  348  51.8  36.13  2.30 

11  31^  20  1.7  559  106.2  44.83  2.36 
23     6     7  0.4  357  32.9  58.31  3.25 

14  10  17T-  3.6  119  14.4  17.52  0.79 

12  14  19  0.0  109  8.8  31.42  1.39 

13  29^  33^  0.0  343  59.4  10.98  0.67 
6  43^  61^  0.0  47  2.8  13.00  0.42 


^Recent  trend  up  average.  '^Recent  trend  dawn  versus  five-year  average.  Footnotes  on  page  196. 

For  i. \ore  information,  go  to  www.forbes.com/hotshots 
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16 
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Call  1  888  MY  mLIFE"  or  visit  attwireless.com 


AT&T  Wireless 


T&T  Wireless.  All  Rights  Reserved.  Requires  new  activation  on  a  qualified  plan,  credit  approval,  a  $36  Activation  Fee,  one  or  two-year  agreement,  compatible  device 
'5  cancellation  fee.  Service  and  features  not  available  on  all  devices,  rate  plans  or  available  for  purchase  or  use  in  all  areas.  Service  and  rates  only  available  in  select 
>nal  locations.  Calling  to  certain  countries  is  blocked.  Not  all  devices  contain  all  international  networks'  frequencies.  Most  worldwide  coverage  when  using  the 
>46  Usage  is  rounded  up  to  the  next  full  minute.  Unused  monthly  minute  allowances  lost.  Roaming,  additional  minute  and  long  distance  charges,  and  other  restrictions, 
jniversal  connectivity  charge,  surcharges,  assessments  to  defray  costs  for  government  programs,  and  taxes  apply.  Availability  and  reliability  of  service  are  subject  to 
ion  limitations.  You  will  be  bound  by  the  General  Terms  and  Conditions  and  rate  plan  and  promotional  materials.  Available  countries  and  rates  are  subject  to  change. 
:wfreless. com/international  for  current  coverage  and  rate  information. 


Hot  Shots  900  1  Jn  &  Conors 


COMPANY  (consecutive  years  on  list) 

business 


Maximus  (3) 

markets  enterprise  software  &  services 

Armor  Holdings  (2) 

makes  security  products  for  law-enforcement  personnel 

Genesee  &  Wyoming  (2) 

operates  short-line  &  regional  freight  railroads 

Gulf  Island  Fabrication 

builds  offshore  drilling  &  production  platforms 

I   Ocular  Sciences  (2) 

makes  soft  contact  lenses 

Horizon  Health  (2) 

provides  psychiatric  &  physical  rehabilitation  programs 

Embrex  (4) 

develops  automated  injection  systems  for  poultry  eggs 

Hain  Celestial  Group  (2) 

processes  natural  snack  foods 


RETURN 

ON  GROWTH 

EQUITY 

Sales  EPS 

5-year          5-year  5-year 

average        average  average 

%  % 


% 
15 

9 

12 

10 
16 
15 
24 

7 


DEBT/ 
CASH 
FLOW1 

SALES    ||ijQg|y|£ 

RECENT 
PRICE 

EPS 

Pit 

VAM 

latest        latest 
12  mos       12  mos 
($mil)       ($mil) 

Ml 

($) 

2004 
est($) 

2004 
est 

204/  164/  NA  539  36.9  35.43  1.88  19 

29  13  0.3  326  25.9  17.00  1.02  17 

9<t  264/  4.3  231  27.0  22.83  1.89  12 

-51"  -9^  NA  167  12.8  14.52  1.28  11 

15     34>  1.2  287  35.0  22.45  1.68  13 

3^    9  0.7  165  9.5  18.59  1.85  10 

13  4<  284/  0.0  45  6.2  9.90  0.58  17 


24 


10 


0.5   444   24.9   17.41   1.02  17 


BAftermarket  Technology  (2) 
distributes  auto  parts  to  the  aftermarket 

Ennis  Business  Forms  (2) 

supplies  private-label  printed  business  products 

Maritrans 

builds  and  operates  marine  transport  vessels 


I 


1 
1 


ll-VI 

manufactures  electrical  &  optical  components 

Progress  Software  (2) 

designs  software  for  e-business  development 

Adtran 

produces  digital  telecom  equipment 

Bebe  Stores  (2) 

retails  women's  apparel  &  accessories 


H   Exponent 
provide  i  scientific  consulting  services 


"Come  hungry.  Leave  happy."  That's 
the  newly  coined  motto  for  franchisee! 
pancake  eatery  IHOP  (rank  176).      1 
It's  well  suited  to  investors,  too:  Over 
the  last  12  months  its  share  price 
has  risen  32%. 


304/  1.9  409  42.0 

4  0.8  248  16.1 

-4^   49  4>  2.0  137  10.2 

214/    8^  1.8  126  10.0 

-31"  0.0  291  23.3 

-111"  0.5  353  46.3 

234-   174/    04'  0.0  324  19.3 

10    10     16  0.0  134  9.0 


24 

-2 

16 

13 

9 

-4 

10 

21 

16 

3 

10 

4 

•^Recent  trend  up  versu 


crage.  sttfecem  trend  down  versus  five-year  average.  Footnotes  on  page  196. 
For  more  information,  go  to  ■  .-.v.   oibes.com/hc 


12.90  1.24  10  3; 

13.54  1.21  11  2| 

14.92  NA  NA  j 

20.77  0.97  21  3 

21.95  0.84  26  1 

61.58  1.57  39  2,5 

26.34  0.93  28 

16.35  1.33  12 
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GENERAL    LIABILITY 


COMMERCIAL  AUTO 


PROPERTY 


WORKERS  COMP 


low  well  does  your 
nsurance  company 
let  to  know  your  fleet? 


A  hands-on  insurance  company  is  bound  to  get  its  hands  dirty. 
But  we  wouldn't  have  it  any  other  way.  At  Liberty  Mutual  we  get 
to  know  your  fleet  operations  firsthand.  We  get  out  there  and 
kick  the  proverbial  tires,  speak  with  your  drivers,  and  ask  the 
questions  that  allow  us  to  see  beyond  just  the  facts  on  paper. 
All  of  this  helps  our  underwriters  pinpoint  your  potential  risks, 
suggest  safety  program  improvements,  and  recommend  coverage 
at  a  price  that's  appropriate  for  you.  A  company  as  unique  as  yours 
deserves  a  unique  approach  to  insurance.  Where  white  collars 
aren't  always  quite  so  white. 


ir  more  information  go  to  www.libertymutual.com/business 


Liberty 
Mutual 


©  2003  Liberty  Mutual  Group 


HotShots 


Comers 


COMPANY  (consecutive  years  on  list) 

business 


RETURN 

ON  GROWTH 

EQUITY 


DEBT/ 

CASH     SALES 

FLOW1 

Sales  EPS 

5-year          5-year  5-year                     '  !            '  ' 

average        average  average 

%  % 


|   Cuno  (4) 

makes  disposable  liquid  &  gas  filtration  products 

|   Barra  (4) 

provides  research  &  software  for  analyzing  investment  risk 

Carbo  Ceramics  (2) 

manufactures  materials  for  oil  &  gas  drilling 

Inter-Tel  (3) 

provides  business  telephone  systems  &  services 

Oakley  (3) 

markets  sports  sunglasses,  goggles  &  other  accessories 

RC2 

makes  licensed  collectibles  &  toys 

Insituform  Technologies  (3) 

repairs  underground  piping  systems 

Kirby  (3) 

provides  marine  towing  &  diesel  engine  services 

IHOP  (3) 

operates  &  franchises  family  restaurant  chain 

H2 Her,ey  |ndustnes  (2) 

-^23    designs  flight  instrumentation  components  &  systems 


I 


In  vivo 

develops  patient  vital-sign  monitoring  systems 

Clark  (2) 

advises  on  executive  compensation  &  benefits 


During  its  latest  fiscal  year  Monro 
Muffler  Brake  (rank  135),  a  pioneer    | 
in  the  auto  service  industry,  worked 
on  2.5  million  vehicles— that's  a 
13%  climb  from  a  year  earlier. 


H 


BHA  Group 

develops  industrial  air-pollution-control  equipment 

Jakks  Pacific  (2) 

manufactures  &  markets  toys 

I   Riviana  Foods  (2) 

I    markets  rice,  fruit  &  cookies 


% 

14  6  15  0.1  278  25.6 

19  -3  20*  0.0  147  31.7 

15  15  7*  0.0  145  22.5 
14  9  4  0.0  375  28.1 
18  21  si/  17*  0.2  490  36.0 

12  8  30*  5.5  237  23.6 
14  12  13  2.6  499  31.4 

13  15  14*  3.7  581  41.0 
13  10  11*  1.9  378  37.1 
10  20     2  0.4  105  13.2 

7  -1^  -10^  0.3  48  3.2 

9  38             4*  7.3  320  17.1 


Si 


Inet  Technologies 

provides  network  telecom  industry 

HEnzo  Biochem 
engaged  in  biotechnolog,/  &  dlag  ;ostic  iesting  sarv 


11 

4           19 

0.7 
2.7 
0.1 
0.0 
0.0 

173 
312 
384 

9.4 
31.4 

23.71 

1.66 

14 

13 

37* 
-5 

26* 
4 

12.40 

1.45 

9 

16 

28.2 

28.51 

1.93 

15 

11 

6*     -25^ 
8           16 

99 
56 

9.2 
8.1 

12.31 
19.80 

0.43 

29 

7 

0.46 

43 

-year  average.  Footnotes  on  page  196. 

i 


m 


For  more  information,  go  to   . 
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Compatible  with  sales,  accounting,  marketing, 
and  most  important,  your  vision. 


■ 


laanvR 


is  that  are  designed 
exactly  your  needs  in  mind. 


ess  today  is  about  communication.  Needless  to  say,  a 
?  networked  imaging  device  is  not  always  the  best  way  to 
ate  that  communication  —  especially  if  you  plan  to  grow 
business.  That's  why  we  offer  a  full  range  of  intelligent 
Function  Center"  solutions  designed  to  optimize  the 
jctivity  of  any  person  or  department  in  your  company, 
than  print,  fax,  copy,  and  scan,  we  have  some  models 
unique  features  like  duplexing,  networkability,  and 
ndable  paper  tray  capability;  even  a  security  function  that 
les  only  pre-determined  personnel  to  have  access  to 
?d  documents.  All  of  which  makes  this  one  product  line 
he  vision  —  and  value  —  to  see  things  your  way. 


NETWORK 
LASER  MFC 
SOLUTIONS 


LASER  MFC 
SOLUTIONS 


NETWORK 
COLOR  MFC 
SOLUTIONS 


ETY  OF  MODELS  AVAILABLE  AT:  Office  Depot,  OfficeMax,  Staples,  MicroCenter,  Fry's,  J&R  ComputerWorld,  CDW,  Insight,  Micro  Warehouse, 
PC  Connection,  TechDepot.com,  PC  Mall,  Zones,  Amazon.com,  Buy.com,  Dell,  Gateway.com,  Viking,  Quill  and  Global  Computer  Supplies 


rears/ 


©  2003  Brother  International  Corporation,  Bridgewater,  NJ  •  Brother  International  Corporation,  Nagoya,  Japan 

For  more  informalion  please  visit  our  Web  site  at  www.brother.com 


HoLSh 


COMPANY  (consecutive  years  on  list) 

business 


Arrow  International  (2) 

makes  disposable  catheters  &  related  products 

PAM  Transportation  Services  (2) 

truckload  carrier  of  general  commodities 

Intermagnetics  General 

makes  products  for  MRI  systems 

Serologicals 

collects  &.  processes  human  blood  for  antibody  products 

Vital  Signs  (2) 

makes  disposable  products  for  critical-care  markets 

Hydril 

manufactures  products  for  petroleum  drilling  &  production 

Maxwell  Shoe 

designs  footwear  for  women  &  children 


RETURN 

ON 
EQUITY 

5-year 

average 

% 

GROWTH 

Sales         EPS 

5-year         5-year 

average        average 

%              % 

ill 

Up  &  Comers 


SM£S    INcSlE      "BcF         «        P/E 


mm) 

VAU 


latest  latest 
12  mos  12  mos 
0       ($mil) 


2004      2004 
($)  est($) 


15 


15  14 


5    0.1   363  48.8   23.13    NA  NA  1,1 
8^   0.4   275   14.8   21.00   1.66  13 


114/   22    0.3   147   16.0   23.13   1.27  18 


10     2^    4vP   3.4   151   13.2   13.77   0.89  15   31! 


14     9    134/   0.1   177  23.9   28.35   2.03  14   3t 


9     4    120^   0.0   231   26.2   20.75   1.27  16   4 


10     7     4    0.0   215   14.2   14.30   1.06  13   21 


2 


Hudson,  N.H.-based  Micronetics  (rank  55)  is 
one  of  the  smallest  Up  &  Comers,  with  revenues 
of  just  $11  million.  But  its  earnings  per  share 
and  sales  have  been  hot  over  the  last  12  months, 
growing  at  100%  and  39%,  respectively. 


jg 


National  Instruments 

develops  scientific  instrumentation  software 

Oceaneering  International  (2) 

provides  technical  services  to  oil  &  aerospace  industry 

Movado  Group 

designs  &  manufactures  quality  brand-name  watches 

Universal  Electronics 

produces  wireless,  universal  electronic  control  devices 

J&J  Snack  Foods 

manufactures  &  distributes  snack  foods  &  beverages 

Russ  Berrie 

markets  collectibles  &  gift  items 

Heico 

makes  replacement  parts  for  jet  engines 

Cambrex 

provider  of  essential  products  to  the  life  sciences  industry 

B  Triumph  Group 
designs  &  overhauls  aircraft  control  systems 


-7t  0.0  402  28.9  41.04  1.04  39 

11  0.9  549  37.8  23.02  1.67  14 

21s  1.1  303  20.6  21.55  2.04  11 

3^  0.0  111  6.0  11.20  0.56  20 

11  0.0  361  19.5  34.16  2.58  13 

4  0.0  332  42.8  33.81  2.29  15 

5vP  2.1  172  13.9  12.75  0.77  17 

4vP  2.6  538  40.9  22.70  1.23  18 

3vl/  2.9  566  35.2  29.81  2.58  12 


Stock  prices  as  of  Sept.  25   ■  Not  on  last  year's  list.  ^Recent  trend  up  versus  five-year  average  .  4-Recent  trend  down  versus  five-year  average.  'Long-term  debt  divided  by 
operating  cash  flow  'Includes  all  share  classes.  NA:  Not  available  or  not  applicable. 
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Sources:  William  O'Neil  &  Co.:  FT  Interactive  Data,  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 
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Online  Ads  &  Promos 
Rich  Media 
Search  Marketing 
Affiliate  Marketing 
Email  Marketing 


Hilton  New  York 
November  3-5,  2003 
www.  ad-tech .  com 

Viral  Marketing 

eMetrics 

Website  Management 

Consumer  and  B2B 

Futurethink 


The   Defining   Event  for  Interactive   Marketing 
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17 

155 

71 

48 
18 
73 
27 
43 
32 
38 
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53 
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Compex  Technologies 

J3 

121 
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Adtran 

160 
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B 

88 

72 

134 

96 

Adv  Neuromodulation  Sys 

198 

54 

Copart 

;j^3 

125 

51 

58 

49 

Aftermarket  Technology 
Albany  Molecular  Research 

' 

33 

193 

69 

Corinthian  Colleges 

n 

39 

29 

7 

11 

65 

4 

47 

Corporate  Executive  Board 

D 

14 

37 

23 

American  Italian  Pasta 
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120 

91 
138 

92 

52 

102 

CorVel 

D 

36 

122 

131 

American  Vanguard 

sFf 

89 

Courier 

B3 

81 

157 

113 

American  Woodmark 

E3 

51 

100 

Craftmade  International 

IQ 

22 

160 

110 

Amsurg 

D 

164 

35 

53 

Cree 

:^3 

187 

21 

127 

Ansys 

D 

32 

123 

115 
137 

Cuno 

m 

106 

171 

130 

Armor  Holdings 
Arrhythmia  Research  Tech 

181 

48 

Curative  Health  Services 

El 

147 

169 

194 

34 

188 

260 

62 
161 
103 

Cytyc 

D 

87 
74 

93       128 

83  J 

Arrow  International 
Barra 

92 

162 

Daktronics 

«l 

E3 

58 

194 

Dendrite  International 

El 

102 

89 

162 

87 1 
91 1 

Bebe  Stores 

^m^i 

38 

101 

185 
107 

67 
79 
45 
54 
21 
18 
63 
88 
71 
64 

Diagnostic  Products 

C3 

119 

128 

85 

BHA  Group 

E3 

154 

177 

Dionex 

a 

19 

174 

183 

27 1 

BioReliance 

j23 

186 

112 

1 

Dominion  Homes 
Embrex 

D 

68 

95 

79 

29!^ 

91 

82 

43: 
60  i 

Biosite 

ES 

177 

43 

11 
22 

ES 

34 

130 

74 

CPI  Aerostructures 

a 

4 

187 

Emulex 

Engineered  Support  System 
Ennis  Business  Forms 
Enzo  Biochem 

n 

183 

12 

6 

CSG  Systems 

S3 

7 

65 

108 

s| 

57 

18 

57 

Cabot  Microelectronics 

£01 

43 

25 

25 

41 

173 

60 

E3 

77 

126 

166 

California  Pizza  Kitchen 

l^j 

109 

105 

a 

196 

159 

126 

32 
61 
46 
87 
9 
78 

Cambrex 
Cantel  Medical 

?2I 

112 

180 
27 

EPIQ  Systems 
Exactech 

a 

178 

23 

36 

j^':r 

98 

m 

133 

68 

96 

Carbo  Ceramics 

;f 

95 

110 

155 
31 

78 
99 
28 

Exponent 

d 

166 

143 

120 

Ceradyne 

a 

175 
115 

70 

FactSet  Research  Systems 

m 

27 

56 

66 
95 

Charles  River  Associates 

D 

62 

181 

Fair  Isaac 

a 

101 

108 

Charles  River  Labs  Intl 

B 

104 

45 

175 

90 

Fargo  Electronics 

m 

52 

161 

37 

42 

Cholestech 

j 

127 

80 

51 

96 
49 
34 
NA 
5 

First  Cash  Financial  Service 
Forward  Air 

| 

147 

119 

119 

22 

9 
74 

Christopher  &  Banks 

D 

13 

38 

18 
152 
164 

32 

D 

28 

111 

120 

Citrix  Systems 
Clark 

I 

44 

71 
24 
17 

Foundry  Networks 

D 

197 

1       199 

TO 

179 
25 

Franklin  Electric 

a 

37 

172 

157 

50 
70 

Cognizant  Tech  Solutions 

B 

FTI  Consulting 

y 

143 

26 

43 

'Compares  board  membership,  r.hatier  and  bylaws,  state  of  incorpora 
applicable  stock  index.  A  score  of  50  means  that  the  company  score< 
Sources:  Institutional  Shareholdc    Son  ccs;  William  O'Neil  &  Co. 
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It's  a  revolution  that's  already  delivering  higher  performance,  more  value, 
and  lower  IT  costs  to  75  percent  of  the  Global  2000. 

It's  making  it  easier  to  meet  business  goals — not  to  mention  IT  budgets. 

It's  making  it  easier  to  optimize  the  apps  your  people  and  customers 
use  everyday. 

It's  about  fixing  IT. 

It's  the  Business  Technology  Optimization  revolution. 

So  you  have  two  choices. 

You  can  wait  until  the  flag  shows  up  at  your  door,  or  you  can  join  the  revolution 
at  www.mercuryinteractive.com/fr 

Get  Optimized." 


\IVI"     MERCURY 
l^X*  INTERACTI 


VE 


C  2003  Mercury  Interactive  Corporation  Mercury  interactive,  Get  Optimized,  and  the  Mercury  Interactive  logo  are  trademarks  or  registered  trademarks  of  Mercyy  Interactive  Corporation  in  the  United  States  and/or  select  foreign  countries 
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Genesee  &  Wyoming 

Gentex 

Graco 

Green  Mountain  Coffee 

Group  1  Software 

Gulf  Island  Fabrication 

Hain  Celestial  Group 

Healthtronics  Surgical 

Heartland  Express 

Heico 

Jack  Henry  &  Associates 

Herley  Industries 

Hi-Tech  Pharmacal 

Hibbett  Sporting  Goods 

Horizon  Health 

Hot  Topic 

Hydril 

IDEC  Pharmaceuticals 

Ixia 

ICU  Medical 

Idexx  Laboratories 

IHOP 

ll-VI 

Inamed 

Inet  Technologies 

Inforte 

Insituform  Technologies 

Integrated  Circuit  Systems 

Inter-Tel 

Intermagnetics  General 

International  Speedway 

Interpore  International 

Invivo 


'Compares  board  membership,  charter  a  id  bylaws,  state  of  Inco 
applicable  stock  Index.  A  score  of  50  mi  m  that  the  company 
Sources:  Institutional  Shareholder  Services  William  O'Neil&Co. 
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151 

88 
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ITT  Educational  Services 

78 

128 

148 
135 

17 
46 

J&J  Snack  Foods 

2 
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Jakks  Pacific  '  ■ 

20 

187 
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55 

Jarden 

130 

137 

K-Swiss 

162 

196 

193 

21 

Keith  Cos 

191 

66 

147 
30 

37 
34 

Kenneth  Cole  Productions 

73 

11 

Kensey  Nash 

67 

164 

141 
163 

8 
3 

Kirby 

173 

117 

Knight  Transportation 

48 

61 

124 

26 
37 

Krispy  Kreme  Doughnuts 

172 

84 

182 

Kronos 

136 

114 

88 

46 
73 

84 

KV  Pharmaceutical 

94 

87 

111 

Landauer 

96 

183 

150 

Lifeline  Systems 

45 

15 

42 
5 

95 
6 

MTR  Gaming  Group 

182 

177 

Macrovision 

103 

14 

24 

29 

Manhattan  Associates 

42 

8 

60 

84 

72 

146 

151 

62 
45 
92 
46 
48 
84 

Maritrans 

111 

76 

Matthews  International 

118 

170 

Maximus 

128 

146 

Maxwell  Shoe 

157 

77 

Medamicus 

40 

86 

168 

Medical  Action  Inds 

144 

168 

200 

29 

Medicis  Pharmaceutical 

53 

31 

136 

100 

35 

Mentor 

110 

139 

76 

Mercury  Computer  Systems 

12 

148 

158 

18 

Mercury  Interactive 

108 

158 

178 

63 

Meridian  Bioscience 

194 

139 

90 

71 

Merit  Medical  Systems 

153 

46 

101 

NA 

Micronetics 

176 

96 

132 

20 

Mobile  Mini 

198 

132 

189 

58 

Monro  Muffler  Brake 
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46 

49 

86 
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93 

114 
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135 

21 

125 

121 

180 

41 

99 

170 

31 

59 

151 

63 

72 

75 

62 

131 

150 

138 

168 


132 

86 

166 

144 

28 

82 

165 

188 

131 

89 

36 

39 

99 

149 

53 

75 

109 

133 

67 

104 

52 

21 

125 

129 

82 

87 

151 

159 

121 

185 

39 

117 

20 

46 

42 

34 

195 

33 

94 

123 

85 

125 

167 

168 

75 

14 

127 

55 

69 

114 

106 

83 

116 

142 

30 

63 

140 

187 

118 

44 

96 

122 

66 

81 

156 

97 

tive  and  director  compensation,  board  guidelines,  company  ownership  and  director  education  relative  to 
in  50%  of  the  companies  in  its  index.  NA:  Not  available  or  not  applicable. 
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RETIREMENT. 


T  MORE  ENJOYABLE  WHEN  LINCOLN'S  WORKl 


HYOU. 


At  Lincoln  Financial  Group,  we  provide  a  broad  range  of  financial  solutions 
to  help  you  enjoy  the  work  of  a  lifetime.  Our  retirement  transition  ideas 
and  our  estate  planning  solutions  can  help  make  sure  you're  on  target 
for  today  as  well  as  the  future.  See  your  financial  advisor  or  call 
1-877-ASK  LINCOLN.  www.LFG.com 


n  Lincoln 


Financial  Group® 

Clear  solutions  in  a  complex  world® 


©2002  The  Lincoln  National  Corp.  Securities  offered  through  Lincoln  Financial  Advisors,  a  broker-dealer  (Member  SIPO.  Insurance  offered  through  Lincoln  affiliates  and  other 
'  jme  companies  Lincoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  its  affiliates.  1300  South  Clinton  Street,  Fort  Wayne,  IN  46302   CRN0206-4746 
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Panera  Bread 

PEC  Solutions 

Pediatrix  Medical  Group 

Pixar 

Planar  Systems 

Plantronics 

Power  Integrations 

Progress  Software 

QLogic 

Quaker  Chemical 

Quality  Systems 

Quest  Software 

Quixote 

RC2 

Raven  Industries 

Renaissance  Learning 

ResMed 

Resources  Connection 

Right  Mgmt  Consultants 

Rimage 

Riviana  Foods 
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Movado  Group 
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159 

Multi-Color 
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18 

NN 

J~3 
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National  Instruments 

IwS 

121 

Neogen 

CS 

167 

Nutraceutical  International 

m 

97 

Oakley 

E^K 

64 

Oceaneering  International 

E3* 

156 

Ocular  Sciences 

^^ 

85 

Opnet  Technologies 

ImP 
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18 

Orleans  Homebuilders 

■a 

23 
146 

44 

PF  Chang's  China  Bistro 

m 

8 

PAM  Transportation  Svcs 

d3 

100 
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181 

180 

2 

Russ  Berrie 

87 

72 

97 

SM&A 

47 

186 

58 
24 

Saga  Communications 

153 

182 

Serena  Software 

73 

112 

44 
18 
25 

Serologicals 

180 

83 

SFBC  International 

78 

118 

Shuffle  Master 

145 

145 

64 

Sicor 

115 

177 

54 

Simpson  Manufacturing 

18 

16 

18 

Sonic 

44 

27 

43 

Spectralink 

8 

17 

88 

StarTek 

124 

154 

26 

Stericycle 

188 

12 

12 

Steven  Madden 

16 

58 

54 

Stratasys 

57 

153 

13 

Strayer  Education 

5 

28 

32 

SurModics 

183 

3 

23 
59 
40 

Sybron  Dental  Specialties 

173 

131 

Synovis  Life  Tech 

147 

188 

Syntel 

184 

188 

48 

Talx 

22 

28 

56 

Techne 

181 

180 

40 
84 

Total  Ent  Restaurant 

133 

15 

Triumph  Group 

3 

13 

61 

US  Physical  Therapy 

134 

167 

53 

Universal  Electronics 

158 

68 

NA 

Urban  Outfitters 

188 

58 

83 

Vital  Signs 

64 

78 

16 

Waste  Connections 

41 

65 

36 

WD-40 

13 

54 

41 

White  Electronic  Designs 

48 

20 

44 

Yankee  Candle 

154 

184 

88 

Young  Innovations 

187 

169 

52 

Zoll  Medical 
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141 

3 
105 

82 
174 

80 

15 
152 

78 

50 
145 

70 
117 

68 
188 

1 
158 

11 
138 

35 
184 

54 
121 
155 

16 
138 
148 
186 
170 

10 
162 

8 

80 
182 


178 

171 

188 

187 

144 

116 

74 

70 

186 

172 

2 

8 

81 

56 

58 

8 

128 

143 

104 

81 

102 

84 

135 

88 

6 

38 

32 

67 

175 

48 

88 

136 

40 

46 

163 

165 

33 

2 

188 

148 

34 

18 

112 

76 

58 

45 

142 

178 

78 

48 

185 

178 

88 

156 

148 

138 

10 

26 

140 

176 

63 

77 

58 

64 

83 

106 

55 

35 

'Compares  board  membership,  a  ~»ate  of  incorporation,  executive  and  director  compensation,  board  guidelines,  company  ownership  and  director  education  relative  t  j 

applicable  stock  index.  A  score  of  50  mt  .  tany  scored  better  than  50%  of  the  companies  in  its  index.  NA:  Not  available  or  not  applicable. 

Sources:  Institutional  Shareholder  Services.  •  •  ■/  A  Co. 


For  more  information,  go  to  www.forbes.com/hotshots 


202      FORBES"   October  27,  2003 


?commends  Microsoft 
dws  XP  Professional 


ibm.com/pc/think 
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Wireless  computing. 
No  strings  attached. 

What's  the  point  of  having  easier  wireless  if  connecting  to  it 
is  so  complicated?  On  this  ThinkPad"  X31  with  Intel*  Centrino'* 
Mobile  Technology,  Access  Connections  ensures  that  settings 
are  automatically  saved  for  different  environments.  Network 
settings  automatically  search  for  the  fastest  connection 
speed.  The  industry's  easiest  wired  and  wireless  connectivity 
automatically  becomes,  well,  easier. 

ThinkPad 

Where  the  world's  most  innovative  people  choose  to  think. 


O 


©  '«  *, 


mmm  m^  -  -  -. 


End  PgDn 
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MOBILE 
TECHNOLOGY 


IBM  product  names  are  trademarks  of  registered  trademarks  of  International  Busines 

Intel  Centrtno.  Intel  Inside,  the  Intel  Centrino  logdand  Intel  Inside  logo  are  trademarks  o 

Intel  Corporation  or  its  subsidiaries  in/ the  United  States  and  othencounlries.  i'2003  IBM  Corp 


ThinkPad  X31 
2672-CBU 


SPECIAL      ADVERTISING      SECTION 


CREATING  SUCCESSFUL 

CORPORATE 

RELOCATION  TEAMS 


BY  ROBERT  ADY 


While  it's  true  that  membership  on  a  site  selection 
team  is  high  profile,  many  of  these  "teams"  are 
troubled  from  the  start  because  goals  and  objectives 
are  often  poorly  articulated,  top  management  is  not  on 
board  and  members  representing  different  corporate 
functions  conflict  with  each  other  throughout  the 
entire  process.  As  a  result,  the  team  cannot  agree  on 
which  location  to  recommend  for  the  new  facility. 

GETTING  IT  RIGHT  FROM  THE  START 

What  frequently  begins  as  a  need  for  more  production,  a  need 
to  serve  new  markets,  a  need  to  equalize  competition  or  a  need 
to  reduce  operating  costs,  is  never  articulated  beyond  this  basic 


yj  ^uuilkj  hit  M 

Ik/a  V/j?  Hyi  u 


Try  the  Inland  Empire- 

a  $77  billion  market  poised 

between  the  Pacific  Rim, 

Mexico  and  the  rest 

of  America  with  a 

workforce  of 

1,073,100 

waiting  to 

welcome  your 

business. 

ce\\fornias 

f    \nlanc/£ 


Call  the  Inland  Empire  lionomic  Partner  si,  ■  '^■fcJ'J' 

Jeri  Ooms,  President  t  CIO  at  1 -800-S004367  ^^VL., 

(toams@ieep.cem)  ar  visit  us  anline  at  www.ieep.cam 


concept.  What  are  the  locational  implications  of  these  cone 
How  do  they  translate  into  locational  criteria  for  the  compa: 

Left  at  this  stage,  it's  not  surprising  that  different  employee 
different  departments,  with  differing  perspectives,  will  com<: 
with  different  interpretations  on  how  to  achieve  the  conceptual 
goal  as  well  as  the  locational  criteria.  This  can  be  the  start  of  if 
nal  conflicts  that  last  throughout  the  corporate  relocation  proo 

Similarly,  problems  can  arise  at  the  outset  if  responsib 
and  accountability  are  not  addressed.  A  project  leader,  appc 
ed  by  senior  management  and  with  overall  responsibility,  m 
be  identified  before  the  formal  site  search  begins. 


THE  PROJECT  MANAGER 

The  project  manager  is  the  leader  of  the  site  selection  te 
He  or  she  will  need  to  develop  (and  frequently  appoint)  de|; 
mental  representatives  into  a  cohesive  team  for  the  dura 
of  the  project  and  move  the  process  along  to  identify  the' 
mate  location  for  the  new  facility  based  on  the  full  rang 
project  objectives  and  criteria. 

The  project  manager  must  be  appointed  by  a  top  manr 
or  committee  so  that  he  or  she  has  the  credibility  to  carry 
the  assignment  without  interference,  second-guessing  or  I 
ership  challenges.  In  many  corporations,  including  some  ol 
largest,  the  president/CEO  may  assume  this  position,  w 
provides  the  ultimate  credibility  to  the  search  team.  Howti 
in  most  corporations  the  president/CEO  has  neither  the ' 
nor  the  inclination  to  lead  such  a  team  and  therefore  sel 
(or  the  executive  committee  appoints)  someone  else. 

If  it's  not  going  to  be  the  president/CEO,  then  who? 

First,  the  project  manager  must  be  relatively  high  up. ir 
organizational  structure,  be  tenured  and  dedicated  to  the  ( 
pany,  and  have  a  high  level  of  trust  among  corporate  officers 
staff.  This  person  is  not  a  crony  of  the  president,  someone 
retirement  looking  for  a  fill-in  assignment,  someone  new 
wants  to  "get  to  know  people"  or  wants  to  "change  thing: 
someone  lacking  experience  in  making  tough  decisions. 

Historically,  leadership  criteria  have  pointed  to  the  corp( 
real  estate  executive  as  the  logical  candidate  for  the  pr< 


l 


ADVERTISEMENT      2 


ger  pole,  and  at  a  simple  glance,  one  can  argue  that  cor- 
;  location  is  a  real  estate  decision.  Traditionally,  real  estate 
itives  had  contact  with  all  other  departments,  understood 
any  culture,  goals  and  policies,  were  highly  regarded  by 
and  had  no  real  departmental  biases.  However,  in  many 
I  today,  the  real  estate  function  has  been  outsourced  or 
sized  to  little  more  than  space  renewal  status,  with  a  con- 
ant  reduction  in  title,  money  and  prestige, 
quently,  the  corporate  relocation  project  leader  is  the  COO, 
head  legal  counsel  or  someone  from  the  corporate  adminis- 
i  staff  with  direct  access  to  the  president/CEO.  These  people 
o  deal  with  all  departments,  are  well  versed  in  corporate  his- 
urture  and  understand  decision  making  at  the  highest  level, 
jther  viable  candidate  for  the  leadership  position  is  the 
Jent/division  manager  of  the  group  seeking  the  new  loca- 
Mthough  this  can  make  sense  in  many  situations,  it  war- 
a  major  caveat:  The  selected  division  manager  must 
t  overall  corporate  priorities  when  selecting  a  location 
id  the  direct  needs  of  his  or  her  own  division. 
$  person  chosen  must  have  both  extensive  corporate 
edge  and  excellent  interpersonal  skills.  Interestingly,  every 
icant  corporate  location  decision  strongly  reflects  a  com- 
s  history  and  culture.  Some  companies  "follow  the  pack" 
others  are  pioneers.  Some  companies  are  city-driven; 
s  are  suburban-  or  rural-driven.  Some  are  resource-driven, 
s  market-driven  To  not  understand  the  company  and  its 
e  is  to  flirt  with  unacceptable  locations  for  its  new  facility. 

)  SHOULD  BE  ON  THE  TEAM? 

i  gathering  a  team,  choose  members  based  on  the  type 
:ility  under  consideration,  key  factors  for  your  industry 
i  and  the  location  drivers  for  the  new  facility, 
iducmg  operating  costs  is  a  driver  for  the  new  facility,  it  might 
cessary  to  expand  the  team  to  include  representation  by  tax 
ts,  wtility  engineers  and/or  labor-relation  experts.  If  extreme  time 
raints  are  a  driver,  the  primary  focus  might  only  be  on  avail- 
)uildings  or  ready-to-go  greenfield  sites.  In  this  case,  specif- 
ineering  and  real  estate  talent  might  be  necessary.  Where 
oyee  transferability  or  recruitability  is  a  key  driver,  the  HR 
tment  should  have  the  appropriate  disciplines  represented. 


THE  TEAM  SMALL 

ugh  there  is  no  magic  number  for  how  many  corporate 
bers  should  be  represented  on  the  team,  the  rule  should 
ie  smaller  the  better."  Five  to  eight  people  seems  to  work 
>st  situations.  You  need  a  good  cross-section  of  disciplines 
alent,  but  you  also  need  to  make  timely  decisions  and  rec- 


ommendations. This  should  not  be  an  exercise  in  corporate 
democracy,  with  one  person  getting  one  vote,  but  rather  a  con- 
sensus of  knowledgeable  and  talented  people  who  have  thor- 
oughly investigated  all  alternatives. 

A  SUCCESSFUL  LOCATION  PROJECT 
STARTS  WITH  A  SUCCESSFUL  TEAM 

Location  projects  can  and  do  profoundly  affect  a  corporation's  culture 
and  performance.  Whether  it's  the  relocation  of  corporate  head- 
quarters, or  the  expansion  or  relocation  of  a  small  operating  unit, 
the  project  will  affect  corporate  performance  in  both  the  short 
term  and  the  long  term.  The  experience  of  being  part  of  a  suc- 
cessful relocation  team  will  stay  with  the  team  members  throughout 
their  careers.  Unfortunately,  so  will  being  part  of  an  unsuccess- 
ful one.  It  is  vitally  important  that  senior  management  provide  the 
environment,  and  the  team,  where  all  members  can  succeed.  ■ 


The  former  president  of  PHH  Fantus  Consulting, 
Robed  Ally  has  identified  prime  locations  for  more 
businesses  in  the  United  States  than  any  other 
person.  He  has  been  quoted  in  The  Wall  Street 
Journal  and  The  New  York  Times  on  topics  such  as 
global  competition  and  business  location  trends. 
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Technology 

SEMICONDUCTORS 


rUN  MICROSYSTEMS  IS  IN  TROUBLE. 
The  vendor  of  large,  costly  computers  was  caught  off 
guard  as  the  economy  chilled  and  customers  fled  to 
cheap  alternatives  such  as  personal  computers.  In  late 
September  Sun  warned  that  it  would  lose  7  to  10  cents 
a  share  in  the  fiscal  first  quarter  (those  results  are  due 
in  mid-October);  at  $3.22,  the  stock  is  off  95%  from 
its  2000  high. 

To  save  itself,  Sun  is  trying  a  variety  of  strategies, 
from  selling  boxes  with  chips  made  by  Intel  and  AMD 
to  slashing  prices.  But  the  ultimate  rescue  may  come 
from  a  big,  daring  technology  play,  now  consuming 
the  talents  of  1,300  of  Sun's  1,600  chip  engineers. 
Gregory  Papadopoulos,  Sun's  chief  technology  officer, 
calls  the  new  approach  to  microprocessor  design 
"throughput  computing."  It's  a  way  to  break  open  the 
memory  bottleneck  inside  a  computer. 

Sun's  knack  for  technology  has  long  been  its  saving 
grace.  Will  the  throughput  chip  be  enough  to  save  the 
day?  Will  it  come  in  time?  Although  a  preliminary  ver- 


,  .en  ncneves  xccpinb . 
will  help  Sun  make  mon 


Hail  Mary  Chip 

Sun  Microsystems  bets  on  a  new  kind  of  chip  that  can  juggle  a  lot 
balls  at  once.  It's  a  risky  play— but  one  with  a  big  potential  pay< 
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of  a  throughput  comput- 

chip  is  due  out  next  year, 

full  impact  of  the  technol- 

won't  reach  the  market 

I  2006. 

Throughput  computing  aims  to  make  processors  speedier 
laking  them  more  efficient.  Right  now  much  of  their  brain 
er  goes  to  waste  because  of  the  long  time  it  takes  to  fetch 
from  memory  chips.  The  processor  issues  a  command  to 
eve  data  and  then  waits  and  waits  for  the  information  to 
e  back.  The  wait  is  as  long  as  100  nanoseconds.  For  a  proces- 
that's  an  eon — 200  cycles  of  its  pacing  clock.  A  fast  processor 
:e  a  Ferrari  stuck  in  midtown  Manhattan  traffic. 


A  fast  processor  is  a  FERRARI 
STUCK  in  Manhattan  traffic 


Sun's  chip  aims  to  cut 
down  on  the  wait  by  having 
multiple  memory  fetches 
going  on  at  once.  The  design- 
ers accomplish  this  goal  by 
dividing  the  chip  into  multiple 
processing  regions,  each  of 
which  has  the  ability  to  tackle 
several  tasks  at  once.  Coordi- 
nating the  work  of  the  inde- 
pendent processing  centers  so 
that  they  do  not  trip  over  each 
other  is  a  tricky  matter. 
Throughput  computing  could 
be  a  dazzling  success — or  a 
giant  flop. 

For  years  the  way  to  make 
processor  chips  faster  has  been 
to  make  transistors  smaller, 
and  thus  closer  together,  and 
to  put  more  of  them  on  the 
chip.  Intel's  latest  Itanium  2 
processor  bristles  with  410 
million  transistors.  It  tackles 
the  memory  logjam  by  includ- 
ing 6  million  bytes  of  memory 
on  the  processor  chip  itself — 
and  has  been  winning  many  of 
the  standard  industry  speed 
tests  hands  down.  But  there 
are  limitations  to  this 
approach.  A  chip  can  never 
hold  as  much  memory  as  it 
will  need.  Sun  also  contends 
that  as  designers  squeeze  more 
memory  onto  the  chip  the 
additional  performance  boost 
eventually  tails  off. 

Ten  years  ago  Sun's  Super- 
Sparc  microprocessor  oper- 
ated at  40  million  cycles,  or  40 
megahertz,  per  second  and 
typically  waited  20  cycles  (half 
a  microsecond)  for  a  memory 
retrieval.  But  memory  perfor- 
mance is  improving  more 
slowly  than  processor  perfor- 
mance. So  when  Sun's  2-gigahertz  UltraSparc  V  comes  out  in  a 
couple  of  years  it  will  wait  thousands  of  cycles  for  data,  predicts 
David  Yen,  the  executive  vice  president  at  Sun  heading  up 
throughput  computing.  Fighting  such  memory  delays  with  cur- 
rent designs,  contends  Yen,  "is  a  losing  battle." 

Other  chipmakers  agree.  Lisa  Graff,  who  directs  sales  and 
marketing  of  Intel's  Itanium  2  chip,  calls  it  "the  tyranny  of 
memory." 
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Where  they  disagree  is  how  to  fight  the  problem.  "Itanium 
was  built  to  try  to  overcome  that  problem  by  keeping  as  much 
data  on  the  processor  as  possible,"  points  out  Graff.  The  fewer 
trips  to  memory,  the  less  time  the  processor  gets  bogged  down. 

Both  Intel  and  IBM  weave  "threads"  into  their  chips — a  tech- 
nique that  lets  the  processor  handle  two  tasks  at  the  same  time. 
So  far  Intel  and  IBM  chips  have  no  more  than  two  threads. 

Sun's  throughput  computing  approach  is  a  radicalized  ver- 
sion of  that  juggling  act.  Instead  of  using  all  the  available  tran- 
sistors to  speed  a  chip,  Sun's  engineers  are  dividing  them  up  into 


them  so  there  are  few  overlapping  functions,  and  you  should  b 
able  to  quadruple  a  chip's  performance. 

There  are  different  ways  to  cut  up  the  real  estate.  Fo 
instance,  Yen  suggests,  pack  30%  to  40%  of  the  transistors  o 
one  core  and  you  might  get  80%  of  the  performance  of  a  chj 
that  used  all  the  transistors.  But  you  still  would  have  enoufl 
room  on  the  chip  for  a  second,  lesser  core.  Sun  plans  to  offi 
two-core,  four-core  and  eight-core  systems. 

Sun  predicts  that  its  systems  due  out  in  2006  will  havej 
much  as  15  times  the  performance  of  its  current  best  (the  Spa 


Want  Fries.  Fries.  Fries.  Fries  With  That? 


Sun's  throughput  computing  chips  will  have  up  to  eight  simpler  processor  cores, 
each  of  which  can  send  four  independent  tasks  to  memory,  reducing  the  time  any  one 
core  must  wait  for  data. 


"cores,"  or  miniprocessors,  that  will  each  take  on  independent 
tasks.  Ultimately,  Sun's  design  will  have  up  to  eight  cores. 

Each  of  those  cores,  furthermore,  will  have  four  threads  and 
so  be  able  to  carry  out  four  sequential  tasks.  By  the  time  a  core 
sends  off  its  fourth  request,  memory  should  be  serving  up  the 
data  needed  for  its  first — and  so  keep  the  processing  core 
steadily  busy. 

To  make  all  those  parts  work  smoothly  together  means 
painstaking  design  of  the  cores  and  heavy  reliance  on  the  Sun 
Solaris  operating  system  to  parcel  out  jobs 
efficiently.  Just  hooking  existing  microproces- 
sors— a  common  practice — brings  on  admin- 
istrative waste.  Three  years  ago  Sun's  technol- 
ogists began  working  on  what  would  become 
the  throughput  design.  A  year  ago  Yen  assigned  300  engineers 
the  task  of  paring  down  an  UltraSparc,  cutting  out  duplicative 
functions  and  tailoring  the  design  so  as  many  as  eight  cores 
could  work  in  tandem. 

Sun,  still  finalizing  the  desi  opled  with  some  treacher- 

ous tradeoffs.  The  smaller  a  core,  the  more  slowly  it  will  handle 
tasks.  Figuring  out  the  optima!  is  an  exercise  in  com- 

promise: Yen  argues  that  by  usinj  10%  to  L5%  of  the  available 
transistors,  a  core  can  achieve  4  v  •(' the  performance 

of  a  single  chip.  Put  eight  of  such  cores  together,  and  design 

208     FORBES"  October  27,  2003 


Illi).  Even  the  first  steps — fusing  two  UltraSparc  II  chips  intt 
single  chip  using  a  throughput  computing  design — cott 
achieve  50%  to  100%  speed  gains  over  the  Sparc  Illi. 

"Sun  is  reevaluating  the  balance  between  complexity  a, 
speed,"  points  out  Peter  Glaskowsky,  editor  of  the  indusi 
newsletter  Microprocessor  Report.  He  says  Sun  should  wi 
up  with  a  machine  that  sacrifices  speed  on  some  specializ 
tasks  (like  running  a  database)  while  delivering  impress 
overall  performance  on  tasks  that  involve  multiple  simul 

"It  is  the  difference  between  RUNNING 
EXCEL  FAST  or  helping  Ebay  keepjip." 

neous  demands. 

Such  versatility  makes  sense,  Papadopoulos  conten 
because  the  kinds  of  problems  customers  are  tackling  h 
changed.  The  classic  microprocessor  design  may  be  just  right 
handling  a  single  job — say,  an  engineer  modeling  airflow  o 
the  wing  of  a  plane.  But  the  processors  at  the  hubs  of  netwc 
must  handle  streams  of  demands,  such  as  millions  of  que: 
every  minute  to  a  Web  site.  "It's  the  difference  between  runn 
Excel  fast,  or  helping  Ebay  keep  up,"  he  says.  If  he's  right, 
throughput  chip  will  be  a  winner.  Sun  sure  as  heck  needs  on< 
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THE  WEB 


The  Revolution 
That  Wasn't 


Web  shopping  was  supposed  to  empower  consumers.  But  retailers  are  still  calling  the  shots 

BY  VICTORIA  MURPHY 


THE  WEB  WAS  SUPPOSED  TO  BE  A 
shopper's  Shangri-la,  offering  gobs 
of  choices  at  ever-decreasing  cost  by 
forcing  sellers  to  post  their  prices.  Smart 
software  robots,  called  bots,  would  grab 
all  the  prices  and  present  them,  lowest  to 
highest,  at  one  easy-to-shop  Web  site. 
"Retailers  were  scared,"  nostalgically 
recalls  Rafael  Ortiz,  an  executive  at  one 
such  comparison  shopping  site,  NexTag. 
Things  didn't  turn  out  as  planned. 
Online  pricing  for  the  most  part  is  no  bet- 
ter than  that  in  stores.  The  horde  of  Web 
sites  that  once  sprouted  up  for  price-shop- 
ping is  down  to  a  hardened  handful,  in- 
cluding Shopping.com,  PriceGrabber, 
NexTag  and  BizRate.  Last  month  Yahoo 
jumped  into  the  business,  too.  They  all 
now  rig  search  results  so  that  the  best 
placements  go  to  the  highest  bidders,  even 
if  a  site's  digital  cameras,  say,  cost  30% 
more  than  the  cheapest  alternative. 

Most  shoppers  don't  realize  the  rank- 
ings are  bought,  says  Jeffrey  Trester,  co- 
founder  of  PriceScan,  a  six-year-old 
search  service  that  still  lists  only  accord- 
ing to  the  seller's  price.  "You  can  fool  a  lot 
of  the  people  a  lot  of  the  time,"  he  says. 


pricing  data.  Amazon  did  its  part  by 
spending  $240  million  in  1998  to  buy 
Junglee,  one  of  the  first  comparison  bots, 
then  promptly  squashing  it.  "It  wasn't  in 
their  interest,"  says  founder  Rakesh 
Mathur,  who  stayed  on  with  the  company 
for  only  a  year.  (Amazon  insists  it  still 


We  don't  look  online  and  CHANGE  OUR 
PRICES  because  someone  else  is  lower." 


Retailers  thing  but  scared.  "We 

don't  look  online  and  change  our  prices 
because  someone  else  on  the  Web  is 
lower,"  says  Monica  Luechtefeld,  execu- 
tive vice  president  of  global  e-commerce 
at  Office  Depot,  whic  1,  than 

870  stores  and  is,  in- 

cluding Tech  Depo  ISure. 

Established  retail.  to  thwart 

the  nascent  bots  by  ref  >  provide 
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uses  Junglee  technology  and  has  product 
search  features  on  its  site.) 

Consumer  brand  preferences  have 
won  out.  Only  15%  of  online  shoppers 
use  shopping  bot  services,  according  to 
Nielsen/NetRatings;  and  more  than  50% 
of  the  dollars  spent  online  go  to  the  top 
30  retailers,  according  to  Comscore  Net- 
works.  The  list  includes  Amazon,  Dell, 
Target,  J.C  Penney.  The  majority  of  visi- 


tors to  the  bot  sites  don't  e^ 
bother  sorting  by  price.  Only 
do  so  at  Shopping.com. 

This  means  smaller  Web  st< 
that  hope  to  compete  on  price  r 
have  to  give  away  their  profits  to 
the  sale.  NewEgg,  a  500-emplo 
online  electronics  vendor  in 
Puente,  Calif,  faces  a  dilemmr 
takes  ten  visitors  who  come  to  its 
from  comparison  sites  to  yield 
who  will  purchase  an  item.  This 
darn  good  conversion  rate;  trr 
from  sites  like  Google  and  MSN 
erage  3%.  But  NewEgg  still  ha 
pay  the  bot  sites  up  to  $2  per  refe 
or  $20  per  sale.  That  eats  up  409 
the  gross  profit  on  a  camera  tha 
tails  for  $550.  Cut  off  another 
for  credit  card  fees,  subtract  proc 
ing  costs — and  profits  evaporab 
Google  last  year  launched  a  new . 
vice  dubbed  Froogle  that  might  be: 
most  objective  way  of  doing  thing: 
delivers  a  ranking  of  shopping  links  b; 
on  more  than  100  metrics,  using  the  s 
technology  as  the  main  site,  but  Fro 
doesn't  take  payment  for  placem 
Retailers  can  buy  adjacent  ads  that  ap 
when  browsers  type  in  certain  keywo 
Shoppers  have  more  data  points 
they  know  what  to  do  with — revi 
shipping  fees,  customer-service  rati 
taxes — and  maybe  price  isn't  high  on 
list.  "Brand  becomes  a  proxy  for  e\ 
thing  else  because  there  is  a  separa 
between  retailer,  consumer  and  prod 
explains  Michael  Smith,  a  Carnegie 
Ion  professor  who  has  studied  oi 
shopping  habits. 

Bots'  boosters  thought  that  price 
the  only  thing  that  mattered  in  shop] 
They  were  quite  wrong. 
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WIRELESS 


Fickle  Numbers 

Soon  you  will  be  free  to  quit  your  cellular 
carrier— and  take  your  number  with  you. 
One  shop  could  benefit  handily 
from  a  new  wave  of  unfaithfulness. 


BY  MATTHEW  MILLER 


FOR  MANY  OF  THE  NATION'S 
million  cell  phone  users,  No 
will  be  a  day  of  revenge.  On 
glorious  Monday  morning,  d 
tomers  frustrated  with  dropp 
calls,  runaway  charges  and  shabby  servi 
can  demand  to  switch  carriers — withe 
having  to  give  up  their  current  pho 
numbers. 

This  new  era  of  "local  number  por 
bility,"  first  embraced  by  federal  regu 
tors  in  1997,  has  been  held  off  by  lej 
battles,  bureaucratic  delays  and  fo« 
dragging.  Now  it  promises  to  unleasj 
feverish  wave  of  "churn"  in  the  cellu 
business,  where  some  20%  of  custo: 
already  switch  providers  each  year, 
than  10  million  people  could  de 
within  the  first  month,  says  researc 
Management  Network  Group  of  O 
land  Park,  Kans.,  based  on  a  rand< 
sample  survey  of  2,700  users. 

It  will  stoke  a  new  marketing  war 
divide  winners  from  losers  as  n 
before.  Wireless  providers  are  spend: 
an  estimated  $1  billion  on  technoloj 
and  marketing  to  brace  for  the  take-l 
with-you  future.  They  already  spend  i 
estimated  $3  billion  on  advertising  p 
year.  Incentives  to  get  customers  to  re-i 
are  getting  costlier:  free  phones,  exjl 
minutes  and  even  cash  credits. 

In  all  this  turmoil,  however,  one  fil 
could  benefit  handsomely:  Telcon 
Technologies.  "We're  the  FedEx  of  nur 
ber  portability,"  says  Matthew  Desch,  T< 
cordia's  45-year-old  chief  executive.  Ti 
Piscataway,  N.J.  telecom-service  fin 
owned  by  privately  held  SAIC,  develop 
software  that  will  handle  numb« 
switching  for  five  of  the  nation's  six  fc 
carriers — Verizon,  Nextel,  Cinguli 
T-Mobile  and  Sprint  PCS.  (The  sixth,  AB 
Wireless,  chose  a  rival  named  Neustar.) 
Telcordia  will  get  paid  every  timd 
customer  quits  one  carrier  to  take  \ 
with  another  (although  the  fee  will  be  1( 
than  a  dollar).  For  a  company  expected 
generate  $900  million  in  revenue  tl 
year,  wireless  now  provides  only  3% 
total  sales.  But  that  could  go  to  15%  int 
next  three  years,  fueled  by  the  numb* 
portability  push,  which  could  add  $ 
million  in  the  first  year. 
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INTRODUCING  Drive  Free-  at  AVIS. 

lent  three  times  from  September  through  December  and  get  a  free  weekend  on  us. 
That's  right,  it's  on  us  and  it's  yours  to  enjoy  all  the  way  up  until  May  15th. 


k  on  avis.com  for  more  details 
all  1-800-722-5909  to  sign  up. 


harden 
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ting  Avis  locations  in  the  United  States  except  in  the  metropolitan  New  York  area.  Redemptions  apply  on  4-door  compact  through  4-door  full  size  car  classes  and  must  be  redeemed  between 
and  5/17/04  on  weekend  rentals  Weekends  begin  between  Thursday  noon  and  Sunday  noon.  Cars  must  be  returned  by  Monday  at  midnight.  Advance  reservation  required.  Redemption  of 
■rtificate(s)  may  be  subject  to  vehicle  availability.  Blackout  periods  apply  which  include  but  are  not  limited  to:  Thanksgiving. weekend,  December  25-29.  President's  weekend  in  AZ,  CO,  FL,  HI, 
and  Easter  weekend  in  FL.  Minimum  age  is  25  but  may  vary  by  location.  Awards  not  applicable  to  one-way  rentals  and  cannot  be  combined  with  any  other  coupon,  promotion,  or  special 
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That  is  unless  the  industry  manages  to 
forestall  number  portability  yet  again.  A 
trade  group  has  filed  a  legal  motion  ask- 
ing a  federal  judge  to  order  the  Federal 
Communications  Commission  to  issue 
more  specific  rules  on  number-porting,  a 
move  that  detractors  see  as  a  veiled  delay- 
ing tactic.  Verizon,  which  earlier  opposed 
the  FCC  numbers  fiat,  has  reversed  course 
and  now  supports  the  switch.  It  is  betting 
its  network  coverage  and  "Can  You  Hear 
Me  Now?"  ad  blitz  will  let  it  gain  more 
customers  than  it  loses.  "Operationally  we 
are  there,  and  our  network  is  ready,"  says  a 
Verizon  spokesman.  "We  are  concerned, 
however,  that  our  competitors  are  not 
ready  and  will  not  agree  to  test  with  us." 

Other  carriers  complain  that  freeing 
up  phone  numbers  is  a  difficult  and  com- 

Nov.  24  will  be  a 
DAY  OF  REVENGE 

for  cell  phone  users. 

plex  task.  Their  most  daunting  challenge: 
reading  a  new  customer's  information  in 
his  old  carrier's  network  database.  These 
databases  are  often  governed  by  different 
rules  (for  example,  Nextel's  database 
might  read  your  address  as  "10  Main  St." 
while  Sprint's  reads  it  "10  Main  Street"). 

Telcordia  seeks  to  overcome  this 
obstacle.  Once  a  customer  asks  to  switch 
carriers,  Telcordia's  porting  software, 
SMG,  will  package  the  person's  number, 
name  and  address,  and  ship  diem  between 
carrier  databases.  SMG  translates  the  cus- 
tomer data,  allowing  the  two  carriers  to 
seamlessly  exchange  and  validate  the 
information.  In  most  cases  SMG  auto- 
mates the  porting  process  so  no  human 
intervention  is  necessary.  The  entire 
process  takes  about  two  and  a  half  hours. 

Many  analysts  say  the  industry  could 
remain  relatively  stable;  65%  of  sub- 
scribers are  locked  into  long-term  con- 
tracts that  charge  hefty  kill  fees  for  quit- 
ting early. 

Adam  Guy,  an  analyst  with  thi  Yankee 
Group,  a  research  firm,  says  Verizon  and 
T-Mobile  stand  to  reap  the  greatest  I 
fits,  as  some  customers  switch  to  Verizon 
because  of  quality  concerns,  and  penny 


What's  better  than  the  millions  you'l 
technology?  The  fact  that  we'll  guarai 
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pinchers  jump  to  T-Mobile  on  the  per- 
ception they  can  save  some  money.  The 
losers,  Guy  says,  will  be  Cingular  and 
Sprint  PCS.  He  argues  Nextel  and  AT&T 
Wireless  will  be  unscathed. 

But  others  expect  a  bigger  impact. 
Resentment  of  AT&T  runs  high  among 
some  customers  who  complain  about 
blocked  and  dropped  calls  (see  "Zeglis  the 
Zealot,"  May  27,  2002).  And  Telcordia's 
Desch  anticipates  an  abundance  of  fed- 
up  customers  from  various  brands.  Based 
on  estimates  from  his  customers — the 
carriers  themselves — he  has  ensured  that 
Telcordia  can  handle  more  than  a  million 
switches  a  day. 

The  company  has  spent  a  year  stress- 
testing  its  number-handling  system, 
which  runs  on  only  a  server  or  two  at 
each  carrier.  "In  some  ways  this  is  a  lot 
like  Y2K,"  Desch  says.  "We  don't  want  to 
find  out  on  Nov.  23  that  we  can't  handle 
significant  volumes  of  transactions."  In 
September  Telcordia  completed  a  series 
of  round-robin  tests  between  carriers  in 
Chicago  and  Orlando,  sending  batches  of 
numbers  from  one  carrier  to  the  next  and 
ferreting  out  flaws  and  errors. 

Despite  all  of  Telcordia's  testing, 
Desch  says  consumers  should  be  pre- 
pared for  some  glitches.  "There  are  going 
to  be  situations  where  records  go  between 
carriers  and  they  don't  match,"  says 
Desch.  "Perhaps  the  user  owes  a  lot  of 
money,  and  the  old  carrier  doesn't  want 
to  port  the  number  until  he  pays.  For 
these  instances  we  have  a  fallout  manage- 
ment system  that  alerts  the  two  carriers 
and  allows  them  to  communicate  further. 
But  the  process  can  take  more  time." 

The  FCC  is  working  on  a  mandate  that 
will  allow  consumers  to  port  their  home 
numbers  to  cell  phones,  a  complex 
process  that  won't  be  easy  to  accomplish 
without  additional  guidance  from  regula- 
tors, according  to  Desch. 

Still,  Verizon  Communications  re- 
cently announced  it  will  allow  its  wire- 
line customers  to  move  their  numbers 
to  the  Verizon  Wireless  network  on 
Nov.  24.  "Verizon  has  more  to  gain  and 
less  to  lose  than  anyone  else,"  says  Yan- 
kee Group's  Guy.  "They  are  putting  the 
screws  to  their  competitors  and  are  turn- 
ing up  the  heat."  F 
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by  Stephen  Manes 


The  Sound  of  One  Hand  E-Mailing 


THE  STAND-ALONE  ORGANIZER  IS  NOT  DEAD  YET,  BUT 
Handspring's  new  Treo  600  smartphone  is  one  more 
stake  through  its  heart.  Like  previous  Treos,  this  far 
sleeker  model  puts  your  address  book  in  your  phone 
where  it  belongs.  Then  it  throws  in  wireless  e-mail  and 
Web  browsing,  along  with  the  potential  to  do  just  about  every- 
thing a  Palm  organizer  can. 

The  new  design  makes  it  easy  to  use  the  unit  with  one 
hand — like,  well,  a  phone.  In  the  applications  you're  likely  to 
use  most,  a  five-way  navigation  button  lets  you  travel  around 
the  display  and  select  items  without  putting  smudgy  fingers  on 
the  screen  or  reaching  for  the  stylus — once  you  learn  a  few  odd 


conventions.  Every  key  on 
board  is  within  reach  of  a  sii 
thumb.  You  can  even  assign 
dividual  keys  to  favorite  ni 
bers,  Web  sites  and  applicatii 
holding  down  the  F  key  m: 
call  up  Forbes.com,  B  mi 
phone  your  broker,  and  S  cc 
summon  your  shrink. 

A  phone-style  number 
embedded  in  the  little  QWE 
keyboard  makes  it  easy  to  i 
Calling  with  the  address  book  takes  one  it 
click  than  with  previous  Treos,  but  it  is 
speedy.  Call  logs  can  be  sorted  in  a  variet 
ways.  The  speakerphone  sounds  about  as  g 
as  any  I've  tried;  there's  a  jack  for  a  stano 
headphone,  and  an  adapter  will  let  you  liste 
music  with  a  stereo  headset. 

I  can  type  about  45  words  a  minute  < 
computer.  With  both  thumbs  on  the  Treo 
I  managed  about  15. 1  did  even  better  with 
bigger  and  far  more  comfortable  T-Mo 
Sidekick,  but  once  you  get  the  hang  o 
the  Treo's  tiny  keyboard  is  more  usable  1 
it  looks. 

The  160x160  pixel  resolution  of  the  I 
display  is  grainy  by  today's  standards,  so  it  < 
handle  tiny  or  ornate  fonts,  pictures  don't 
good  on  it  and  Web  surfing  is  not  great  fun. 
the  screen  is  more  readable  than  you  m 
expect,  thanks  to  a  backlight  so  bright  it 
almost  double  as  a  flashlight.  The  bui 
640x480  pixel  camera  is  awful,  but  a  Secure 
ital  card  slot  will  accept  better  ones  when 
come  along — as  well  as  things  like  Wi-Fi  < 
and  good  old  memory. 

The  Treo  600  comes  in  two  nearly  iden 
versions,  identifiable  largely  by  their  difft 
exterior  color  schemes.  One  works  on  Spr 
CDMA  network,  the  other  on  the  GSM/GPRS 
works  offered  by  the  likes  of  Cingular,  T- 
bile  and  AT&T.  The  GSM  phone  is  a  quad-1 
model,  meaning  it  should  work  in  a  wide  S' 
of  the  globe;  the  Sprint  is  basically  limit< 
North  America  for  voice,  the  U.S.  for  data 
For  data,  the  GSM  Treo  600  should  be  1 


potential.  0 


potential.  Our  passion.'*] 
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ve  got  inventory  covered.  You've  got 
ping  covered.  What  about  surprises? 

bns  are  everywhere.  Insight  is  not.  Making  important  decisions  is  your  job. 
ing  the  insight  to  help  you  make  smarter  decisions  is  ours.  With  business 
itions  from  supply  chain  management  to  manufacturing,  we  have  the 
nee  and  resources  to  help  you  succeed  in  a  business  world  where  the  only  thing 
,  is  uncertainty.  To  learn  more,  visit  microsoft.com/BusinessSolutions/lnsight 
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as  fast  as  its  predecessors,  because  it  uses  more  bandwidth  at 
once.  But  thanks  to  CDMA's  technical  advantages,  the  Sprint 
Treo  can  be  up  to  twice  as  fast  with  data  as  the  GSM  model.  In 
the  real  world,  you  may  not  notice  much  difference.  Neither  is  a 
speed  demon  when  it  comes  to  Web  browsing,  and  speed 
advantages  don't  amount  to  much  when  your  have  your  mail 
delivered  automatically,  BlackBerry  style. 

For  customers  with  standard  POP3  e-mail  accounts,  Sprint 
will  offer  software  called  Business  Connection  as  part  of  a 
monthly  data  package,  but  it  wasn't  available  for  testing.  GSM 
customers  get  a  mail  program  from  Handspring  that  can't 
delete  messages  from  the  server  when  you  delete  them  from 
the  handset;  when  you  return  to  your  PC,  you'll  be  confronted 
once  again  with  the  spam  you  thought  you  had  deleted.  If 
that  irks  you  as  much  as  it  does  me,  or  Business  Connection 
turns  out  to  have  similar  frustrations,  test-drive  the  $39  Snap- 


Expensive  Organization 

I  he  screen  on  Palm's  new 
Tungsten  T3  is  more 
than  twice  as  big  as  the 
Treo's  and  has  six  times  as 
many  pixels.  Its  processor  is 
nearly  three  times  as  fast,  and 
the  T3  includes  64  megabytes 
of  memory,  not  the  Treo's 
measly  24.  A  slide-open  de- 
sign lets  you  see  the  whole 
screen  or  make  the  unit  small- 
er when  you  carry  it  around. 

Like  the  Treo,  it  has  a 
five-way  button  and  a  versa- 
tile Secure  Digital  slot  that 
accepts  memory  cards  and  devices  like  cameras.  It  can  go  wireless:  With  built-in  Blue- 
tooth, it  can  link  up  with  some  phones  to  download  mail  or  surf  the  Web.  There's  even  a 
voice  memo  function. 

Palm  has  cleaned  up  some  of  its  standard  applications  and  added  features  like  extra 
contact  information  fields.  The  calendar's  opening  display  now  looks  suspiciously  like  the 
ones  on  Pocket  PCs,  with  appointments,  tasks  and  mail  displayed  on  a  single  screen. 
There's  a  clever  option  for  handedness  so  that  the  up  and  down  keys  work  as  you'd  ex- 
pect, whichever  way  you  hold  the  unit  horizontally. 

But  the  Treo's  integration  and  sheer  usefulness  make  the  T3  seem  wildly  overpriced  at 
$400.  The  screen  shows  photos  well,  but  beside  the  Treo's  it  seems  downright  dim.  And 
Palm  hasn't  gone  nearly  as  far  as  Handspring  in  figuring  out  how  to  let  you  use  the  unit 
with  one  hand.  That's  partly  because  there's  no  keyboard,  forcing  you  to  use  Graffiti  2  or 
tap  a  virtual  keyboard  on  the  screen  to  enter  data. 

Palm  has  introduced  an  unusual  optional  gizmo-a  $70  folding  keyboard  that  con- 
nects to  the  T3  and  other  Palm  devices  (including  the  Treo)  wirelessly  via  infrared.  But  it's 
hard  to  see  that  it  adds  much  beyond  similar  models  with  standard  connectors  except 
the  need  to  manage  its  two  AAA  batteries,  and  it  will  probably  deplete  the  organizer's  juice 
faster,  besides. 

The  T3  is  eminently  skippable.  But  now  that  Palm  has  acquired  Handspring,  let's  hope 
for  a  Treo  with  a  screen  as  pretty  is  the  T3's  and  a  slide-dosed  keyboard,  too.       —  SM 
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perMail  program  from  www.snappermail.com. 

All  Treo  600s  come  with  text-messaging  software  that  ck 
erly  turns  successive  messages  from  the  same  phone  inl 
thread  that  looks  like  an  instant-message  chat.  Sprint  phoj 
won't  be  able  to  use  it  until  the  company  conforms  to  te: 
messaging  standards  later  in  the  year. 

The  Treo's  nonremovable  battery  is  surprisingly  long-livea 
particularly  in  the  GSM  model.  In  my  tests  it  managed  a  wl 
ping  384  minutes  of  talk  time — nearly  6  lh  hours.  The  Sprint  v 
sion  lasted  only  224  minutes — about  33A  hours.  An  extej 
add-on  battery  is  promised  as  a  $60  option  for  big  talkers. 

Sprint  will  charge  $600  for  the  Treo,  with  a  rebate  of  $1( 
$150,  depending  on  whether  you  sign  up  for  one  year  of  se 
or  two.  The  first  GSM  units  will  come  from  Handspring's 1 
site  for  $500  with  service  from  the  usual  GSM  suspects.  Dep 
ing  on  the  carrier,  those  units  may  be  locked  to  a  part 

provider's  SIM  identity  care 
unlocked  unit  that  will  let  yo 
things  like  use  a  local  SIM  ca 
Europe  will  cost  $200  more,  but  itl 
be  the  better  deal  for  frequent  trai 
ers  intent  on  avoiding  cosdy  intel 
tional  roaming  fees.  Sprint  phone* 
Sprint  forever. 

Data  plans  vary  among  provioj 
but  T-Mobile  offers  unlimited  datae 
vices  for  $20  added  to  almost  any  w 
plan.  Avoid  metered  plans;  in  just  a  c 
pie  of  hours  of  e-mailing  and  Web  si 
ing,  I  managed  to  run  through 
megabyte  and  a  half.  For  $34  Palm- 
software  from  www.junefabrics.l. 
lets  you  use  your  Treo  as  a  modeii 
connecting  it  to  your  laptop  wit 
standard  cable;  the  beta  version  I C 
was  buggy  but  serviceable. 

Quality  has  never  been  Ha 
spring's  long  suit.  Previous  Treo  m 
els  had  serious  hardware  and  softv 
glitches — as  a  quick  trip  to  almost 
user-opinion  Web  site  will  reveal.  M 
bothers  me  most  about  the  new  h; 
ware  is  its  unprotected  screen,  wl 
could  be  vulnerable  in  a  pocket, 
even  if  that  turns  out  to  be  no  pi 
lem,  users  would  do  well  to  w« 
month  or  so  and  Google  the  Wei 
make  sure  no  unpleasant  surpj 
have  beset  what  looks  like  the 
smartphone  yet. 
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Stephen  Manes  (steve@cranky.com)  was 
cohost  of  Digital  Duo  and  has  been  coverii 
technology  for  two  decades.  Visit  his  hot 
page  at  www.forbes.com/manes. 


DUBAI 

EXPECT  THE  WORLD 


TO  SEE  WHERE  DUBAI'S  HEADED, 
TAKE  A  LOOK  AT  THE  HORIZON. 

5  taken  just  30  years  to  reach  income  levels  comparable  with  the  world's  leading  industrialised  nations.  Some  say  it's 
the  city  is  perfectly  positioned  serving  an  area  that  contains  a  population  of  over  1.6  billion  people  with  a  net  GDP  in  excess 
illion.  Others  say  Dubai's  wealth  lies  in  its  natural  resources.  But  it's  only  once  you've  visited  Dubai,  and  shared  the  vision 
pie  that  you  discover  the  true  source  of  the  city's  wealth.  To  know  more  visit  www.dubaiexpect.com 
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Sponsored  b,  BRITISH  AIRWAY 


D-DAY  60TH  ANNIVERSAI 
COMMEMORATIVE  TOUR 


To  Honor  the  Courage  and  Dedication  of  Our  World  War  II  Vete 


Iron  Mike  Memorial 


JUNE  1-11,  2004 


The  Normandy  American  Cemetery 


ON  THIS  VERY  SPECIAL  ANNIVERSARY,  join disting| 

contributors  to  American  Heritage,  the  magazine  devoted  to  the  exploration  of  Americas  pas 
the  preeminent  World  War  II  tour  experts  from  Historic  Tours,  on  a  ten-day  exploration  of  d 
where  the  history  of  the  world  was  changed.  This  may  be  the  last  great  commemorative  D-Dayi* 


pi 


Travel  with  us  from  Paris  to  four  full  days  in  Normandy, 
plus  Luxembourg  and  Belgium,  where  the  Battle  of  the 
Bulge  was  fought.  And: 

♦  Attend  the  official  commemoration  ceremonies  at  the  magnificent 
American  Cemetery  overlooking  Omaha  Beach,  along  with 
veterans,  military  leaders,  and  heads-of-state,  and  be  part  of  the 
events  to  honor  all  those  who  were  part  of  the  invasion  that  led 
to  th  v  i  1  iberation  of  France. 

♦  Explore  the  beaches  where  some  130,000  Allied  troops  landed 
and  nearly  30,000  Americans  died,  with  detailed  walking  tours 
of  Ut<  Beach,  Pointe  du  Hoc,  where  U.S.  Rangers 
scaled  th  s  at  Longues,  with  the  best-preserved 
bunkers  of  the  Germans'  to  ad  the  artificial  harbor 
at  Arromanches. 

♦  Visit  Pegasu  Gondrie,  the  first 

liberated  buii  te  Gondree  will  tell  us 

of  her  personal  ex]  th<         |  the  British  gliders  landed 
at  Pegasus  Bridge. 

♦  Attend  a  private  recej.  be  mayor  of  Ste.  Marie  du  Mont 
(Utah  Beach),  who  will  ,  dais  to  our  veterans. 


♦  Attend  a  sumptuous  private  banquet  at  the  seventeenth-ce  j 
Forbes  Chateau  de  Balleroy,  noted  for  its  beautiful  formal  , 
gardens,  extensive  art  collection,  and  Forbes  Balloon  mus> » 

♦  See  the  town  of  Ste.  Mere  Eglise — where  U.S.  Paratroopers  j 
first  landed. 

♦  Visit  the  Memorial  Museum  in  Caen,  the  Iron  Mike  Memo } 
and  Bayeux. 

♦  Attend  a  special  private  reception  at  the  Clervaux  Castle, 
and  visit  the  Battle  of  the  Bulge  Museum  in  the  castle. 

♦  Participate  in  a  private  wreath-laying  ceremony  at  the 
Luxembourg  American  Cemetery. 

♦  Retrace  the  route  of  Patton's  3rd  Army's  relief  of  Bastogni 
And  much  more . . . 


Deluxe  accommodations  and  first-class  meals  inclw 
throughout.  For  more  information  on  this  uniqu< 
opportunity,  call  Historic  Tours  at  1-800-222-11! 
or  visit  our  Web  sites  at  www.  americanheritage. 
and  www.ww2tours.com . 


SPACE  IS  EXTREMELY  LIMITED.  SO  MAKE  YOUR  RESERVATION  TODAY!  1-800-2! 


s  it  crazy  to  invest  in 
growth  stocks  now? 

Or  could  you  be  looking  at  the 
opportunity  of  a  lifetime! 
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akes  courage  to  ignore  the  noise  of  a  stock  market  that  moves  wildly  up  or  down  as  it  reacts  to  each  day's  news.  But,  look  over  the 
rizon  and  what  you  could  be  seeing  is  the  investment  opportunity  of  a  lifetime!  We  urge  you  to  ignore  the  headlines  and  look  at  the  facts: 

one  knows  how  long  it  will  take  for  the  geopolitical  uncertainties  facing  us  to  be  lifted.  But  experienced  investors  take  it  all  in  stride. 
e  fact  is  that  the  U.S.  economy  is  much  stronger  than  the  purveyors  of  gloom  and  doom  would  have  you  believe.  The  quality  of  earnings 
w  being  reported  has  improved  dramatically  and  real  profit  margins  are  rising.  GDP  figures  are  being  revised  upwards.  Most  recent  figures 
?  above  3°o  and  many  economists  are  expecting  5%  growth  for  future  quarters. 

We  this  is  certainly  not  a  worry-free  investment  environment,  corporate  spending  is  showing  signs  of  picking  up.  The  stock  market's  strong 
rformance  in  recent  weeks  is  a  reflection  of  the  growing  confidence  that  the  market  will  again  reflect  the  underlying  power  of  the  economy. 


lat  should  you  be  doing  now?  Forget  hot  tips  and  hunches! 
sition  yourself  for  greater  profits  by  substituting  the  cold-blooded, 
ciplined,  cutting-edge  quantitative  stock  picking  system  you  get  in 
B  FORBES  GROWTH  INVESTOR 

take  the  emotion  out  of  investment  decisions  by  quantifying  them 
:h  the  Quant  Model .  a  market-tested  system  to  determine  a  stock's 
ort-term  performance  potential.  Launched  on  October  6,  2000, 
s  letter  has  outperformed  the  S&P  500  by  47.15  percentage  points 
ough  August  2003 

lat  is  the  Quant  Model?  Formerly  available  only  to  large  funds 
d  money  management  firms  who  could  afford  to  pay  the  hefty 
is  charged  by  independent  research  organizations,  the  Quant 
3del  filters  more  than  3.000  stocks  through  its  computer 
Dgram  each  month ...  measures  and  weights  up  to  75  variables 
it  impact  future  share  prices. 

i  developed  by  the  Forbes  Investors  Advisory  Institute,  the 
jant  Model  combines  the  best  of  both  fundamental  and  technical 
lalysis ...  identifies  the  stocks  most  likely  to  rise  in  the  next  6  to  18 
onths ...  and  eliminates  the  costly  errors  made  by  most  investors. 

3w  effective  is  this  analysis?  For  the  10  years  ending  in  2000, 
you'had  $10,000  in  an  S&P  index  fund  it  would  have  grown  to 
>1 .71 6.  That  same  $1 0,000  in  stocks  selected  by  the  Quant 
rstem  would  have  been  worth  $239.391! 

sw,  this  professional  stock  picking  system  is  available  to  the 
dividual  investor!  And  because  you  are  a  reader  of  FORBES 
AGAZINE  you  are  invited  to  join  us  as  a  CHARTER  SUBSCRIBER  at 
most  favorable  low  rate.  Here's  what  you  will  find  in  every  issue: 

Our  Top  50  Portfolio  ...  the  best  growth  stocks  to  own  now. 

Our  Core  and  Expanded  Portfolios  to  help  smaller  investors 
focus  on  10  and  20  stock  portfolios  drawn  from  the  top  50. 

Analysis  of  Individual  Stocks  Being  Added  to  Our  Portfolio. 

Changes  and  Updates  including  Dropped  Stocks  and 
Sell  Recommendations. 


Your  Exclusive  Risk-Free  Charter  Subscription  Offer ...  for  FORBES 
MAGAZINE  READERS  ONLY!  Call  us  toll-free  at  1-800-249-7449  or  use 

the  coupon  below  and  judge  for  yourself  how  the  FORBES  GROWTH 
INVESTOR  can  help  you  make  profitable  decisions ...  guide  you  to 
developing  a  portfolio  of  stocks  poised  to  outperform  the  market 
during  the  coming  months . 

Just  $99  for  a  6-month  risk-free  trial  subscription!  Take  a  trial  subscrip- 
tion for  6  months  at  just  $99  ...  a  discount  of  67%  from  the  basic  single 
issue  price!  If  you  decide,  after  reading  your  first  issue,  that  the  FORBES 
GROWTH  INVESTOR  isn't  everything  we've  claimed,  tell  us  so  within  30 
days  and  we  will  refund  100%  of  your  money.  Send  payment  now  and 
we  will  add  one  additional  FREE  issue . . .  giving  you  7  in  all! 

Better  yet,  order  a  full  year  at  only  $149!  You  save  even  more  -  75%  - 
and  get  12  important  issues.  Same  30-day  100%  money  back  guarantee 
plus  a  pro-rated  refund  if  you  cancel  later.  Pay  now  and  we'll  add  2  FREE 
issues  to  your  Charter  Subscription  term . . .  giving  you  14  issues  in  all. 

r  —  _  —  ___•••.....••.*  —  —  —  — -___  —  __  —  _  —  —  _  —  _  —  _^ 

Yes,  sign  me  up  as  a  Charter  Subscriber!  Risk  Free! 

3  I  want  your  best  deal!  Sign  me  up  as  a  Charter  Subscriber  to  the 
FORBES  GROWTH  INVESTOR  for  a  full  year  at  just  $149!  I  understand 
I  may  cancel  within  30  days  of  receiving  my  first  issue  for  a  refund  of 
1 00%  of  my  money  ...  and  will  be  entitled  to  a  refund  for  all  unmailed 
issues  after  that  introductory  period. 


□  My  payment  of  $149  is  enclosed. 
...14  in  all. 

Charge  My:     □  VISA      □  MasterCard      QAMEX 
Card  # 


receive  2  FREE  ISSUES 


Exp.  Date 


Signature  for  Credit  Card  Orders 
□  Bill  Me  Later. 

Name 

Address 


Apt.  # 


City/State/Zip 


I  to:  Forbes  Growth  Investor.  60  5th  Avenue.  New  York,  NY  1001 1 


JNKFB1027 


FOR  FASTER  SERVICE  CALL:  1-800-249-7449 
OR  ORDER  ONLINE  AT:  forbesgrowthinvestor.com/ad03 
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THE  $75,000 
PEOPLE'S  CAR 


S  VOLKSWAGEN  OF  AMERICA  WAS  PLOTTING  THE 
launch  of  its  Phaeton  luxury  sedan  18  months  ago, 
50  or  so  people  in  New  York  and  Los  Angeles  re- 
ceived dinner  party  invites  from  good  friends.  At 
six  separate  gatherings  in  private  homes,  where 
i  salmon  was  served  along  with  copious  glasses  of 
fine  wine,  the  conversation  eventually  turned  to  luxury  cars. 
The  grape  loosened  tongues,  but  it  didn't  soften  the  almost- 
collective  opinion:  "We  heard  over  and  over  again:  Why 
buy  anything  but  a  BMW  or  a  Mercedes?"  recalls  Karen 
Marderosian,  marketing  director  at  VW. 
The  carmaker  was  revealed  as  the  host  only 
after  dessert. 

That  sentiment,  persistent  and  perva- 
sive, poses  a  tough  challenge  for  the 
Phaeton.  VW  hopes  its  unlikely  high-end 
car,  which  begins  hitting  dealerships  in 
November,  is  better  received  stateside  than 
it  was  in  Europe.  Only  5,100  Phaetons  have  been  sold  there  since 
May  2002,  making  it  unlikely  thai  the  Phaeton's  glamorous  $200 
million  glass-enclosed  .  »wn  Dresden  will  crank 

out  the  150  Phaeton  k  of  producing.  "Intro- 

ducing a  high-end  luxi 
clear  flop,"  says  Himanshi 
at  J. P.  Morgan       '      ><ion.  " 


BET  YOU  DIDN'T  KNOW 

THAT  VW  STANDS  FOR 

"VERY  WEALTHY." 

BY  ALLISON  FASS 


doing  this?  1  don 
There  have  b 
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olkswagen  brand  is  a 

"j  ean  automotive  analyst 

any  financial  logic  to 

lid  to  be  losing  $69 


million  a  year  worldwide  on  the  Phaeton,  might  scrap  its  U'l 
launch.  But  the  plucky  company  insists  it  isn't  abandoning  t 
VW  brand's  most  expensive  offering  to  date.  It  covets  thqfl 
margins  that  come  with  luxury  cars.  It  also  hopes  to  expa  j 
its  customer  base  and  keep  15%  of  its  drivers,  an  otherw 
loyal  bunch,  from  abandoning  VW  when  they  move  on- 
high-end  wheels. 

But  will  car  shoppers  with  household  incomes  of  $250,0 
and  up  consider  the  Phaeton,  even  if  they  can  pronounce  it?  T 
big  sedan  certainly  offers  luxury  frills.  Among  them:  an  engi 
of  up  to  12  cylinders  delivering  420  hon 
power,  back-massaging  leather  seats,  a  hifl 
tech  navigation  system  and  humidity  co 
trol.  With  a  U.S.  price  tag  that  could  1 
$75,000 — VW  of  America  is  haggling  abfl 
its  U.S.  sticker  price  with  top  brass  in  Gl 
many — a  tricked-out  Phaeton  will  a 
more  than  a  basic  Mercedes  S-Class  ol 
VW-owned  Audi  A8.  But  unlike  those  cars,  it  features  the  sar 
humble  VW  hood  ornament  as  the  $15,000  Golf. 

It's  a  tough  sell,  but  VW  hopes  to  spin  skepticism  to  i 
advantage  in  its  $25  million  marketing  campaign.  Print  a! 
breaking  in  November  lifestyle  magazines  play  up  the  h« 
smacking.  Reads  one:  "They  called  us  crazy  for  building  a  luxl 
car  from  scratch.  They  weren't  entirely  wrong."  Another  und 
consideration:  "What  are  you  guys  smoking?"  The  ads  don'tl 
to  downplay  VW's  everyman  image.  One  ad  reprises  VI 
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inly  have  they  produced  an  impressive  record  of  growth,  they  have  done  so  while  building  one  of  the  highest  customer 
to  performance  has  made  Fifth  Third  one  of  America's  strongest,  most  stable  HkB  ml  mm  mm  ml  mm 
in  among  the  category  leaders  of  the  world's  most  progressive  stock  market.    I^MmUmU 
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Deserve... 
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Options  Site"* 
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"#1  Online 
Broker"** 

optionsXp^ 

Online  Options  A  Stock  Brokers 
www.optionsxpress.com 
1-88S-280-8 

Forbes 

Visit  the  Options 
module  at  www.forbeu^.ii 


Options  involve  nsk  and  are  not  suit:,:  •   loi  all  In 
request  options  risk  disclosure  mate- 
1-888-280-8020.  ©  2003 '  "Best  ol  Bl 
3/8/02  ""Unprecedented"  "Winner  t 
3/10/03  "#1  Online  Broker"  -  Barro'- 1 
available  at  www.optionsxpress  com.  : 
trademark  ot  Dow  Jones  &  Company  C 
names  ol  FORBES  products  referenced 
registered  trademarks  ol  FORBES  Mai  rj 
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Marketing 


famous  "Think  Small"  ad  for  the  Beetle  in 
1962.  "Think  Big,"  the  new  ad  reads,  with 
a  gigantic  shot  of  the  Phaeton.  Spots  will 
appear  later  in  artsy  cinemas  and  on  cable 
TV.  "We're  not  creating  a  whole  different 
voice  because  it's  not  a  whole  different 
consumer  mind-set,"  says  Alan  Pafen- 
bach,  managing  partner  at  VW  ad  agency 
Arnold  Worldwide  in  Boston. 

The  voice  is  certainly  different  from 
the  one  created  for  Phaeton's  European 
debut.  There,  an  overly  confident  VW 
aimed  in  ads  and  direct  mail  solicitations 
to  position  the  car  as  one  of  the  best  in 
the  world.  That  would  be  a  stretch  in  the 
U.S.,  where  memories  of  the  flimsy  1960s 
Beetle  have  not  been  entirely  erased  by  its 
well-embellished  revival  model. 

Would  the  Phaeton  appeal  to  the 
prosperous  ex-hippies  who  have  long 
since  graduated  from  love  bugs  to  luxury 
cars?  Many  want  the  comfort  and  quality 
of  a  high-end  vehicle  but  would  rather  do 
without  the  look-at-me  hood  ornament. 
"It's  the  people  who  go  into  Starbucks 
because  they  like  the  coffee  but  pour  it 
into  a  generic  cup  because  they  don't  like 
the  label,"  says  James  B.  Twitchell,  author 
of  Living  It  Up:  America's  Love  Affair  With 
Luxury  (Simon  &  Schuster,  2003),  who 
worked  as  a  consultant  to  VW. 

The  carmaker  is  starting  to  train  deal- 
ers in  how  to  cater  to  potential  Phaeton 
owners.  One  tip:  Offer  to  take  a  car  to 
them  to  test  drive.  It  is  also  installing  a 
Phaeton  "concierge"  at  four  urban  W 
Hotels  where  VW  will  host  test  drives.  It  is 
inviting  56,000  consumers  to  take  the  car 
for  a  spin.  The  company  says  7%  of  recip- 
ients in  the  first  wave  of  mailings  indi- 
cated they  were  interested. 

Consumer  interest  may  be  piqued, 
but  there  are  still  doubters.  "Despite  all 
the  technology  and  all  the  engineering 
packed  into  that  car,  it  still  is  a  Volkswa- 

."  sniffs  Marc  Soukup,  sales  and  mar- 
keting director  at  Town  Motor  Car,  an 
Audi  dealer  in  Englewood,  N.J.  "People 
don't  want  to  pull  up  to  a  country  club 
ng  a  $60,000  VW." 

Soukup  either  knows  his  target  mar- 

I  inter  than  VW  executives  in  Auburn 

5,  Mich. — or  he's  worried  about  the 
competition.  r 
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VW  is  ramping  up  its  image  and  prices 
For  the  starting  price  of  a  basic 
Phaeton,  car  shoppers  could  buy  75  : 
Beetles  at  the  1949  price. 


2003  Phaeton  $60,000 


2003  Touareg  $34,900 


1998  New  Beetle  $15,200 


1990  Passat  $14,770 

1980  Jetta  $7,650 


^ayck 


1955  Karmann  Ghia  $2,000 


1949  Beetle  $800 


To  zoom  to  victory  in  Ohio, 
depend  on  a  worldwide  M&A  team. 


When  one  of  the  world's  leading  bearing  makers  wanted 
to  acquire  another  leader,  ]ones  Day's  global  network  mastered 
the  tight  turns  in  the  negotiations  and  financing.  Alternately 
taking  the  lead,  Jones  Day  lawyers  from  Brussels,  Paris, 
Frankfurt,  Madrid,  Milan,  Mumbai,  Shanghai,  Tokyo,  New  York 
and  Cleveland  closed  The  Timken  Company's  acquisition 
of  Torrington  in  record  time , 


TONE 

LEGAL  MINDS.  GLOBAL  INTELLIGENCE. 


2000  lawyers  in  29  locations.  One  firm  Worldwide. 

ww  w.  j  onesday.  cqjti 
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OCCUPY  THE  EXECUTIVE  SUIT 


Advertise  locally  in  the  nation's  best  business  magazines  in  your  priority  markets 
with  one  simple  media  buy  exclusively  through  MNI.  In  48  top  local  markets,  the 
MNI  Executive  Network  delivers  an  exclusive  group  of  business  leaders  who  invest 
for  success,  if  you  want  your  message  to  reach  business  decision-makers,  call 
your  MNI  representative  or  Robert  Reif,  National  Ad  Director  at  877.ASK.4MNI. 
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AMERICA'S   NEWS 
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FOX  News  channel. 


D 


"With  marquee  personalities  like  Bill  O'Reilly, 
FOX  has  now  trounced  CNN  in  the  ratings  for 
18  straight  months  and  is  almost  doubling 
the  Turner  network's  primetime  ratings." 

-Daily  News 

"...the  biggest  cable  winner  is  probably 
FOX  News-some  observers  waited  for  CNN  to 
use  its  hard-news  expertise  to  dethrone  the 
ratings  leader  during  the  war,  but  FOX  News' 
grip  on  the  crown  seems  even  tighter  now." 

-Advertising  Age 


channe 


THE      IVIOST 

POWERFUL 

NAME     IN     N  EWS 


s  report.  You  decide. 


en  Media  Research,  12/31/2001  -6/29/2003,  f  NC  vs.  CNBC,  CNN,  HLN  and  MSNBC.  HH  Covg/ AA  %  Rig  and  HH,  P2+,  A25-54  AA  (000),  Mon-Sun  6a-6a.  Subject  to  qualifications,  which  will  be  made  available  upon  request 
Jews  Network,  LLC.  All  rights  reserved. 
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Andrew  Spencer  thinks  investors  are  stupid, 

but  in  predictable  ways.  That's  how  he  makes  money. 


BY  CHANA  R. SCHOEfeflERGER 


Money  &  Investing 


MONEY  MANAGER 


M        «HEN  ANDREW  SPEXCER  LOOKS  OUT  HIS  14TH- 

^B    ^m  floor  window  at  the  office  towers  of  midtown 

flB  ^m   Manhattan,  he  sees  thousands  of  people  who 

Mil    iust  can't  bear  to  hear  bad  news.  "What 

■    ■■     you've  got  here  is  a  massively  powerful  de- 

■       wm      sire  to  believe,"  he  sighs,  thinking  of  all  the 

stors  who  don't  sell  when  it's  obvious  that  a  company's 

pies  are  going  south,  out  of  either  a  fear  they  will  miss  out 

rally  or  a  stubborn  unwillingness  to  admit  they  were 

lg  to  buy  the  stock. 

Tie  British-born  Spencer,  chief  investment  officer  for  the 
1  business  of  J.  P.  Morgan  Chase's  Fleming  asset-manage  - 
t  arm,  is  a  devotee  of  behavioral  finance — a  discipline  that 
gotten  a  lot  of  attention  in  the  wake  of  the  now-soured  late- 
)s  market  mania. 

following  the  lead  of  thinkers  like  the  University  of  Illinois' 
fLakonishol  FORBI  5,  Vov.  //,  2002),  Spencer  is  one  of  sev- 
monev  managers  whose  strategy  is  to  capitalize  on  the  emo- 
s  of  the  crowd.  Behaviorism  challenges  the  idea  that 
stors  are  rational  in  their  trading  decisions.  So  when  the 
zied  mob  reacts  irrationally,  Spencer  and  his  fellow  travelers 
ich  places  as  I  akonishok's  firm  and  Fuller  &  Thaler  aim  to 
.k\\  antage  of  the  market  anomalies  that  result. 
At  investment  seminars  Spencer  often  asks  audiences  to  raise 
r  hands  if  they  still  own  tech  stocks  bought  during  the  tech 
m,  although  the  prices  have  fallen  to  Pink  Sheet  levels.  Many 
>arrassed  hands  creep  up.  Caught  in  the  grip  of  their  own 
ids,  investors  tail  to  recognize  the  signs  of  a  company  on  the 
lk  of  either  rocketing  up  in  price  or  dropping  sharply. 
Spencer,  39,  comes  to  behavioral  finance  through  practical 
erience,  not  academic  study.  As  a  young  trader  on  Fleming's 


1.45%.  Another:  They  have  fairly  high  turnovers,  which  can  gen- 
erate capital  gains  taxes  for  customers,  so  they  would  best  be 
held  in  tax-exempt  accounts. 

To  divine  what  to  buy  or  sell,  Spencer  looks  at  these  criteria: 
earnings  surprises,  positive  or  negative,  compared  to  the  analysts' 
consensus;  stock-price  momentum;  and  trends  in  price/earnings  ra- 
tios. Spencer  assigns  each  stock  a  score,  with  an  equal  weighting 
for  each  of  his  criteria.  For  his  universe,  he  uses  the  Russell  1000 
index  and  its  sister  growth  and  value  indexes.  A  contrarian  fund 
works  off  the  Russell  3000,  which  comprises  all  but  the  bottom  2% 
of  stocks  in  the  U.S.  Those  with  scores  in  the  top  40%  are  consid- 
ered for  purchase;  he  may  own  as  many  as  150  at  a  time. 

Spencer  doesn't  concern  himself  with  the  fundamentals  of  com- 
panies and  stays  away  from  picking  favorites.  "Never  fall  in  love — 
or  hate — with  a  stock,"  he  advises.  "It's  just  a  thing."  He  has  given 
us  five  stocks  that  are  buys  right  now  and  five  that  are  sells,  based 
upon  factors  that  the  multitude  doesn't  appreciate  (see  table,  p.  228). 

A  closer  look  at  how  Spencer  puts  equities  on  the  couch: 
Earnings  surprises  versus  the  consensus.  To  exploit  market  ineffi- 
ciencies, Spencer  often  eyes  selling  when  a  company  announces 
worse-than-expected  earnings,  knowing  that  research  analysts, 
too  often  overoptimistic,  are  slow  to  downgrade.  Like  investors, 
they  have  a  certain  psychological  block  to  admitting  a  mistake. 

Although  analysts  have  fallen  into  disrepute  of  late,  Spencer 
believes  they  remain  a  powerful  force  in  shaping  the  market.  As 
news  emerges,  analysts,  afraid  to  appear  foolish  before  col- 
leagues and  customers,  tend  to  spin  the  news  to  make  it  support 
their  opinion.  Because  of  the  analyst  factor,  he  contends,  an  ill- 
fated  stock  often  will  fall  slowly,  in  a  stair-step  pattern,  rather 
than  all  of  a  sudden.  That  gives  him  time  to  dump  it. 

By  Spencer's  reckoning,  70%  of  stocks  warning  that  they 


'What  you've  got  here  is  a  massively  powerful  desire  to  believe." 


a  desk  in  London,  he  began  noticing  certain  patterns  in 
wd  investment  psychology — and  in  1994  moved  over  to  the 
as  mutual  funds,  where  he  put  his  ideas  to  work. 
Gratifyingly,  his  six  U.K. -based  Fleming  funds  beat  their 
rket  benchmarks.  For  instance,  over  the  past  three  years 
ming's  Europe  Strategic  Value  Fund  lost  just  2%  annually 
sus  the  FTSE  World  Europe  Net  Index,  which  lost  16%. 
After  the  U.S.  financial  giant  acquired  Fleming,  Spencer 
ved  to  New  York  and  last  February  started  four  U.S.-based 
lavioral  funds.  Since  inception  his  Intrepid  funds  have 
nbed  21.2%  to  23.9%,  a  little  ahead  of  the  S&P.  Although  the 
ds  are  now  open  only  to  investors  who  put  in  at  least  $1  mil- 
l,  Fleming  plans  to  lower  the  minimum  investment  soon, 
e  downside:  The  funds  have  a  steep  gross  expense  ratio  of 


won't  make  the  consensus  will  end  up  issuing  a  second  warning 
within  six  months,  leading  to  a  prolonged  slide.  Spencer's  funds 
follow  strict  guidelines,  selling  any  holding  that  warns  it  will 
miss  earnings  drastically  and  looking  seriously  at  companies 
that  say  they  will  exceed  their  estimates  by  a  significant  amount. 
Timken,  a  bearings  manufacturer,  was  expected  to  earn  21 
cents  a  share  in  March,  when  its  share  price  was  $16,  but  lost  2 
cents  a  share  instead.  The  following  quarter  it  lost  7  cents  instead 
of  earning  25  cents.  Timken  now  trades  at  $15.83,  down  23% 
from  its  52-week  high  but  just  slightly  below  its  price  when  it  an- 
nounced its  disappointing  earnings.  Spencer  has  evicted  it  from 
the  portfolio.  It  will  keep  falling,  he  says. 
Price  momentum.  Typically,  Spencer  finds,  stocks  get  on  a  trajec- 
tory of  doing  either  well  or  poorly,  driven  by  jazzed  investors,  and 
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Against  the  Lemmings 


Company/business 


W.R.  Berkley/insurance 


Cummins/engines 


Doral  Financial/brokerage 


Nextel  Communications/telecom 


Cintas/uniforms 


stay  on  that  path  for  three  to  five  years.  Star- 
bucks, for  example,  has  met  Spencer's  price- 
momentum  criteria  for  five  years,  quadru- 
pling since  then.  Meanwhile,  the  S&P  500  has 
returned  to  where  it  was  in  October  1998, 
after  hitting  a  March  2000  high  and  drop- 
ping back. 

The  trick  is  to  catch  the  movement  at  the 
point  where  the  news  logically  should  spur 
either  a  run-up  or  a  selloff.  In  Starbucks'  case, 
the  buzz  around  the  ever-expanding  coffee 
chain  had  started  to  build  in  1998,  in  addi- 
tion to  its  earnings,  so  the  stock  took  off. 
Spencer  calls  this  "a  signature  movement." 
P/E  trends.  This  concept  is  a  variant  on  stocks 
reverting  to  the  mean — not  the  historical 
mean  here,  but  the  current  one  for  their 
benchmark  index.  Current  holding  South- 
ern Peru  Copper,  for  instance,  has  seen  its  stock  rise  63%  in  a  year 
with  a  bull  market  in  metals  and  a  recent  announcement  that  next 
year's  output  will  be  higher.  The  mining  company's  12-month 
trailing  P/E  is  26,  compared  to  the  Russell  1000's  trailing  P/E  of 
20.6.  At  the  other  end  of  the  spectrum  is  Automatic  Data  Process- 
ing, the  payroll  company,  which  has  dismal  momentum  for  both 
price  and  earnings.  With  profits  falling  as  brokerage  companies 


Spencer's  buys  have  favorable  earnings  surprises  and  rising  prices.  The  sells  don't 


Buys:  Stocks  with  good  momentum  in  earnings  and  price. 


Travelers  Property  Casualty/insurance 


STOCK  PRICE 


recent 


12-month 
high  low 


$34.26  $36.01        $20.76 


44.43 


50.90 


19.60 


47.00 


50.80 


21.89 


19.71 


20.83 


6.85 


15.88 


17.42 


12.74 


1 
P/F 


10 
22 
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Sells:  Expensive  stocks  with  poor  price  momentum. 


Coca-Cola/beverages 


New  York  Times/newspapers 


Schering-Plough/drugs 


Worthington  Industries/steel 


$37.01    $51.75    $30.60 


42.96 


53.10 


37.01 


43.46 


50.25 


40.40 


15.24 


23.75 


14.16 


12.56 


20.40 


11.80 


49 


25 


25 


21 


20, 


Prices  as  of  Sept.  30.  Sources:  JP  Morgan  Fleming;  Reuters  Fundamentals  via  FactSet  Research  Systems. 


use  fewer  of  its  services,  ADP  sports  a  trailing  P/E  of  23  as  it  cam 
back  to  the  mean.  Spencer  eschews  the  shares. 

Certainly,  Spencer's  method  is  far  from  foolproof.  Son 
times  a  stock's  price  drops  with  no  warning,  such  as  with  a  o 
porate  scandal  or  a  fraud  suit.  Or  a  short-seller  might  target 
driving  the  price  down.  "You  can't  always  deal  with  lightni 
strikes,"  he  says.  But  you  can  deal  with  human  irrationality. 
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Alleviating  Poverty  through  Micro-Entrepreneurship 

Wednesday,  October  22, 2003  at  7:30  PM 
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FleetBoston  Financial  Corporation 
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These  businesses 
and  business  leader 
measure  success 
by  their  contributions 
to  the  community. 


rdership 


John  C.  Hampton 
Chairman  of  the  Board 
Hampton  Affiliates 
Portland,  Oregon 

imitment 

Small  Company 

LaValley  Building  Supply,  Inc. 

Newport,  New  Hampshire 

Large  Company 

Raymond  James  Financial,  Inc. 

St.  Petersburg,  Florida 


And  for  their  contributions  to  the  community  made 
through  extraordinary  support  to  the  arts,  they  have 
been  recognized  with  a  national  Business  in  the  Arts  Award. 
By  integrating  the  arts  into  their  businesses,  encouraging 
their  employees  to  volunteer,  and  offering  their  products 
and  services,  they  benefited  the  arts,  their  business  and 
their  communities. 


ovation 

Small  Company 

CDFM2  Architecture  Inc 

Kansas  City,  Missouri 

Large  Company 
Morgan  Stanley 
New  York,  New  York 


If  you  know  of  a  business  —  including  your  own  —  or  a 
business  leader  making  a  differece  by  supporting  the  arts, 
consider  a  nomination  for  the  2004  Business  in  the  Arts 
Awards.  Visit  www.bcainc.org  for  nomination  information. 
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Bringing  business  and  the  arts  together. 
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STOCK  FOCUS 


The  Knack 
For  Asia 

The  Pacific  Rim  is  financially  volatile, 
but  still,  with  the  exception  of  Japan, 
bursting  with  growth.  Fund  man  Paul 
Matthews  has  ways  to  handle  the  risks. 

BY  FEI  MEI  CHAN 


MATTHEWS  ASIAN  GROWTH  &  IN- 
come  Fund  has  fared  better  than 
most  competitors  in  volatile  Asian 
markets.  It  has  a  five-year  average  annual 
return  of  22.4%  versus  1 1.4%  for  the  Lip- 
per  Pacific  Region  Index.  Since  its  incep- 
tion in  1994  this  fund  has  had  an  annual- 
ized return  of  9.4%  and  only  one  down 
year,  during  the  1997  Asian  meltdown. 

It  doesn't  hurt  that  portfolio  manager 
and  Chairman  G.  Paul  Matthews  makes 
heavy  use  of  convertibles — hybrid  securi- 
ties that  mix  the  features  of  stocks  and 
bonds  and  are  more  conservative  than  pure 
common  stocks.  Prior  to  1998  the  fund  was 
called  Matthews  Asian  Convertible  Securi- 
ties. It  never  changed  its  investment  objec- 
tive, which  is  long-term  capital  apprecia- 
tion, and  still  uses  convertibles  to  smooth 
market  volatility.  But  its  convertible  hold- 
ings are  down  from  a  high  of  80%  in  the 

Asian  Shopping  Spree 


first  quarter  of  1998,  ei 
ingMar.30,to'30%n<j 
Matthews,  47,  becat 
familiar  with  Asian  m 
kets  during  his  1 1  ye 
with  regional  specia 
money  manager 
Capital  Manageme 
where  he  began  as  an  a 
lyst  and  worked  his  > 
up  to  president.  Dur 
the  later  part  of  the  19 
Matthews  spent  trj 
years  working  out  of  C 
Hong  Kong  office.  As 
traveled  through  the  region  he  saw  fil 
hand  the  rising  power  of  Asian  econom 
In  1989  International  Bank  of  Liec 
enstein  bought  GT  Capital;  in  1! 
Matthews  decided  to  go  out  on  his  c 
and  focus  on  Asia,  a  market  that  he  beli« 
will  continue  to  outperform  the  rest  of 
world.  Matthews  International  Cap 
Management  now  has  $1.1  billion  of  as 
in  its  six  no-load  funds. 

Matthews  picks  his  common  stock 
looking  for  issues  that  pay  above-avei 
dividends  and  that  offer  good  grc 
prospects  at  a  reasonable  price.  What's 
sonable?  Compare  a  market  valuation  \ 
a  company's  book  value,  sales  and  earni 
Now  compare  the  resulting  ratios  v 
those  of  the  company's  in  the  past 
those  of  its  industry  and  country  peers  r 
Matthews  goes  beyond  the  numl 
with  face-to-face  meetings  with  corpo 


Fund  manager  G.  Paul  Matthews  relies  upon  financial  analysis  and  his  face-to-face 
meetings  with  corporate  managers  to  help  him  pick  stocks.  These  days  he's 
particularly  bullish  on  Asian  companies  that  cater  to  the  growing  consumer  sector. 
Here  are  some  of  the  holdings  in  his  Asian  Growth  &  Income  Fund. 

Recent         2004E        EP 
Company/industry  Country  price  P/E        grow 


Cathay  Financial/financial  services 

Taiwan 

$1.32 

15 

N 

China  Mobile  (HK)/telecommunications 

China 

2.69 

12 

1 

Fraser  &  Neave/food  &  beverage 

Singapore 

6.03 

9 

1 

Fubon  Financial  Holding/financial  services 

Taiwan 

1.01 

14 

1 

KT/telecommunications 

South  Korea 

41.23 

9 

2 

PCCW/telecommunications 

Hong  Kong 

0.68 

14 

- 

Singapore  Telecom/telecommunications 

Singapore 

0.97 

14 

Sun  Hung  Kai  Properties/real  estate 

Hong  Kong 

8.79 

23 

Prices  as  of  Oct.  2.  'Annualized;  projected  over  the  next  three  to  five  years.  NA;  Not  available.  Sources:  FT  Interactivi 
Data.  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems;  Upper. 
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"An  engrossing  read  shot 
through  with  Christensen's 
rigorous  thinking  and  trademark 
clarity.  This  book  lives  up  to 
its  promise." 
Fast  Company 

"This  is  a 

great  book 
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executive  team  that  would 
not  benefit  from  devoting  an 
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Geoffrey  Moore 
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iS  Re.-     ,  \t  Squaw  Creek 
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Inil  Airport  •  90 minutes  from  Sacramento  lnt'l  Airport 


Money  &  Inves 

management,  something  that  he 
enjoyed  with  almost  all  of  the  50  ti 
companies  he  holds.  Such  contact,  he  i 
overcomes  some  of  the  opacity  in  ^ 
accounting.  In  a  typical  year  he  makes 
two-week  trips  to  Asia  from  his  subuJ 
home  outside  San  Francisco,  visitinji 
companies  a  week.  The  travel  has  d 
firmed  Matthews'  belief  that  retaLu 
finance  and  even  electric  utilities  wil 
prime  beneficiaries  of  Asians'  rising  lii 
standards. 

One  example:  Singapore-based  Fr 
&   Neave,    a    conglomerate    that 
branched  from  soft  drinks  into  fol 
publishing  and  real  estate.  Fraser  has  n 
among  the  fund's  top  holdings  since 
2002.  Its  shares  trade  at  12  times  what 
are  supposed  to  earn  next  year. 

Matthews'  funds  aren't  pigeonhole 
socially  responsible,  but  he  doesn't 
businesses  such  as  tobacco.  For  pti 
financial  reasons  Matthews  avoids  cap| 
intensive  industries — such  as  shipp 
and  steel — that  rely  heavily  on  govt 
ment  policy  for  profitability. 

More  than  one-third  of  Matthf 
fund  is  invested  in  Hong  Kong,  whic 
sees  as  a  wedge  into  some  of  the  restri 
markets  in  Mainland  China.  Giord 
International,  an  apparel  retailer  and 
tributor,  is  one  of  his  Hong  Kong  picki 
sales  through  the  first  half  of  the  year  s 
a  13%  decline,  due  mainly  to  the  SARS 
demic,  but  should  recover  most  of  the 
ground  next  year. 

Matthews  also  likes  Hong  Kong-b 
PCCW,  which  sells  telecommunicat 
services  and  IT  consulting  services 
American  Depositary  Receipts  trade  < 
times  estimated  2004  earnings. 

South  Korea  follows  Hong  Kong 
about  16.2%  of  Matthews'  holdings, 
top  Korean  investment  is  Korea  Tele< 
Nevertheless,  he's  especially  cautious 
his  investments  here:  "Korea  is  a  p< 
child  for  accounting  scandals." 

The  no-load  Matthews  A 
Growth  &  Income  Fund  has  annua 
pense  costs  of  $1.79  versus  $2.22  fo 
average  Pacific  Rim  fund.  If  you'd  a 
invest  in  the  type  of  stocks  that  this 
owns  than  in  the  fund  itself,  eight  o 
fund's  investments  are  listed  in  the 
on  page  230. 


*     *  V 


IT'S  HARD  TO  PUT  INTO  WORDS 

HOW  MUCH  OUR  VOLUNTEERS  MEAN  TO  US 

PUTTING  A  NUMBER  ON  IT  IS  EASY. 


Thanks  to  our  volunteers,  over  $70  million  was  donated  to  charity  last  year. 


'  |  PGA  "-■»  I  ' 


Because  all  our  volunteers  give  so  much,  we  are  able  to  as  well.  Last  year,  PGA  TOUR,  Champions  Tour 
and  Nationwide  Tour  tournaments  were  able  to  donate  more  than  $70  million  to  over  2,000  charities  - 
touching  millions  of  lives.  With  over  80,000  volunteers  donating  their  time,  our  tournaments  are  able  to 

put  that  money  in  places  where  it  can  do  the  most  good  -  back  in  the  communities  where  we  play.  For  that 
we  sm  thank  ^ou  -  because  giving  back  is  at  the  heart  of  what  we  do. 


Mnnay  &  Investing 
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Split  Hairs 

Split-dollar  life  insurance  was  one  of  the  best 
executive  perks  going,  until  the  tax  rules  changed. 

BY  CARRIE  COOLIDGE 

IT  WAS  ONE  OF  THE  SWEETEST  Ex- 
ecutive perquisites  under  heaven. 
In  a  goody  known  as  split-dollar 
life  insurance,  an  employer  typi- 
cally ponied  up  90%  of  the  pre- 
mium and  the  executive  a  mere  10%. 
But  the  executive  didn't  exactly  split 
the  benefit  with  the  company.  When 
he  or  she  died,  the  company  would  get 
back  just  the  premiums  it  put  in,  while 
the  spouse  would  get — free  of  estate 
tax  and  free  of  income  tax- — every- 
thing beyond  that.  Alternatively,  the 
executive  could  turn  the  policy  into  re- 
tirement income,  extracting  excess 
cash  value  as  a  tax-free  "loan." 

This  was  nothing  like  the  $50,000 
group  term  life  that  ordinary  workers 
get  tax-free.  Such  companies  as  Cen- 
dant and  Polo  Ralph  Lauren  were  pay- 
ing millions  in  annual  premiums  on 
behalf  of  their  chief  executives.  This 
rankled  at  the  Internal  Revenue  Ser- 
vice. The  agency  came  to  view  the  perk  as 
just  another  form  of  compensation  that 
should  be  taxed. 

Well,  when  trouble  came  to  Enron, 
which  had  lush  split-dollar  plans  for  Jef- 
frey Skilling  and  Kenneth  Lay,  Congress 
and  the  IRS  pounced  upon  the  perk  like 
avenging  angels.  What's  left  is  a  whole  lot 
less  sweet.  You  get  to  keep  the  buildup 
tax-free  under  certain  circumstances,  but 
you  can't  have  your  company  keep  piling 
in  more  cash  without  paying  them  inter- 
est on  it. 

Starting  Sept.  18,  new  spli 
arrangements  require  the  em] 
pay  interest  (around 
the  employer  for  the  premiums 
advancing  on  his  or  her  I 
IRS  now  considers  compan 
urns  to  be  loans  to  the  cxecui 

Older  policies  are  grand! a u 
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there  are  gotchas.  If  you  make  major 
changes  to  an  existing  split-dollar  plan 
purchased  before  Jan.  28,  2002,  you  will 
owe  your  company  interest  on  the  accu- 
mulated premiums  it  paid.  What  kind  of 
changes?  A  big  one  might  be  altering  the 
type  of  policy,  such  as  from  whole  life  to 
variable,  a  type  of  policy  that  gives  you 
more  control  over  investment  choices. 
Others  might  be  increasing  your  coverage 
or  switching  insurers. 

Some  changes  are  allowable,  thank- 
lully.  One  is  in  your  beneficiary,  useful  if 
you  get  divorced.  Other  changes  the  IRS 
will  let  you  get  away  with:  a  new  address,  a 
change  of  the  interest  rate  payable  on  a 
in  and  the  policy's  transfer  to  a 


new  carrier  after  your  original  insi 

collapses.  Whatever,  don't  make 

changes  without  advice  from  an  i 

ance  pro  up  to  speed  on  the  new 

says  Lee  J.  Slavutin,  an  insurance  exp 

with  New  York-based  Stern  Slavutin-j 

There's  a  wrinkle  that  concerns 

top  brass.  If  you  are  one  of  the  highe 

ranking  five  executives  at  a  publi 

traded  company,  your  employer  ca 

keep  paying  your  premiums — p 

That's  because  the  Sarbanes-Oxle 

nancial  reform  law  has  banned  lo 

the  corporate  hierarchy,  and  by 

companies  should  have  stopped  p 

premiums  on  behalf  of  top  executr 

What  about  executives  not  in  j 

top  five?  Act  quickly — before  Dec. 

Terminate    the    premium-splitti 

agreement  but  keep  the  policy  in  fo: 

with  you  as  sole  owner,  says  Joseph 

Godfrey  III,  director  of  CPA/client  s 

vices  at  American  Business  &  Prow 

sional  Program  in  New  York.  You  I 

have  to  repay  your  employer  all  its  pi 

miums  immediately,  but  you  can  ka 

the  full  policy  in  force  and  continue 

enjoy  tax-free  build-up — and  access1 

the  cash  value,  via  policy  loans.  Y< 

could,  for  example,  use  a  policy  loan 

pay  back  the  employer. 

Neglect  to  terminate  the  pr 
mium-splitting  arrangement  by  Dec  J. 
and  you  will  be  badly  hemmed  in.  All 
the  cumulative  contributions  from  tl 
employer  could  become  a  loan  on  whi 
you  will  owe  interest.  Try  to  get  out  of  tl 
mess  by  canceling  the  policy  and  y< 
wind  up  with  a  tax  bill  on  all  the  polic 
appreciation,  says  Thomas  Ledbetter 
Garrett,  Prather,  an  insurance  brokera 
in  Wayne,  Pa. 

Split-dollar  arrangements  have  be 
among  the  most  common  of  executi 
benefits  since  the  1960s,  when  Genei 
Electric  set  up  the  first  one.  There  are 
estimated  800,000  split-dollar  contrai 
now  in  force.  What  a  shame  that  Enn 
had  to  spoil  this  party. 


Now  policyholders  must  pay  interes 
company-paid  premiums.  Ouc 


, 


I 


1 


I 


Never  settle : 


NT 

Join  fellow  members  of  the  Forbes  community  on  the  new  Forbes  Advisory 
Panel.   We'll  ask  for  your  input  on  timely  business  and  lifestyle  topics  via 
online  surveys  throughout  the  year. 

We  value  your  time  as  well  as  your  privacy  -  your  individual  answers 
and  personal  information  will  remain  completely  confidential. 

To  become  a  member  of  the  Forbes  Advisory  Panel  simply  visit  www.ForbesAdvisoryPanel.com. 


We're  eager  to  hear  from  you! 


Forbes 

ADVISORY  PANEL 


MAKERS  &  BREAKERS 


For  more  financial  stats,  go  to  www.forbes.com/makers. 


Ready,  Aim,  Fire 

U.S.  military  might  in  Afghanistan  and  Iraq  has  heightened 
interest  worldwide  in  our  weaponry,  especially  antimissile  sys- 
tems. That's  good  news  for  defense  contractor  Raytheon  (28, 
RTN).  Raytheon  is  the  prime  contractor  for  the  PAC-2  Patriot  sys- 
tem— much  improved  since  its  dismal  accuracy  in  the  Gulf  war 
of  1991 — and  supplies  an  estimated  50%  to  65%  of  the  newer 
PAC-3  system.  In  2003  U.S.  and  Kuwaiti  forces  intercepted  all 
nine  Iraqi-launched  missiles  with  PAC-2  and  PAC-3  systems. 

Taiwan  and  South  Korea,  threatened  by  their  missile-toting 
neighbors,  are  interested  in  Patriots — as  are  Japan,  India,  Qatar 
and  Egypt.  While  there's  a  competing  Russian  system  that's  25% 
cheaper,  the  Patriot  is  undeniably  superior.  For  Raytheon,  selling 
one  Patriot  system,  which  runs  around  $1.5  billion,  would  add 
8%  to  sales.  It's  also  worth  another  35  cents  a  share  in  earnings, 
says  Heidi  Wood,  a  Morgan  Stanley  analyst.  Value  Line  estimates 
next  year's  EPS  at  $1.75.  The  antimissile  business  probably 
enjoys  an  operating  margin  (net  before  depreciation,  interest 
and  taxes)  of  between  30%  and  40%. 

This  is  welcome  news  to  Raytheon,  whose  stock  is  off  a  third 
from  mid-2002.  Painful  revamping  of  a  poorly  integrated 


$790 


$404 


Net  income  ($mil) 

04 
$141 
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Patriot  sales 
should  make 
Raytheon  profits 
w. 


expansion  led  to  red  ink  in  2001  and  2002.  Raytheon's  comrrn 
cial  aircraft  unit  is  a  financial  drag,  as  is  its  ailing  pension  pl< 
Still,  higher  Pentagon  spending  has  returned  the  company 
profitability.  Trading  at  17  times  trailing  earnings,  this  stc 
likely  won't  be  shot  down  again  soon.  — Matthew  Sw 


Cash  Cache 

Money  market  funds?  Yuck.  They're  pay- 
ing 1%  (or  less)  amid  a  stock  rally.  While 
financial  stocks  soar — the  S&P  financial 
index  is  up  20%  this  year — federated 
investors  (28,  Fll),  the  largest  U.S.  institu- 
tional money-market  account  manager, 
has  risen  just  1 2%. 

But  UBS  analyst  Glenn  Schorr  says 
Federated  is  more  than  just  a  cash  mon- 
ster. The  $30  billion  of  assets  that  Feder- 
ated has  in  bond 
funds  generate  21% 
of  revenues  and 
those  assets  are  grow 
ing.  It  also  is  getting 
into  equities.  Mean- 
while its 
market  a^ 
which  are  thr 
lion  assets  i 
increasing,  tot 

At  15.7  tin  \t  rigs,  it  is  a 

hair  cheaper  than  inanda]  index 

average  of  16.1. 

id  \  I 


Drug  Bust 


ts  $202  bil- 
ment,  are 
ast  year. 


It  was  a  big  deal  for 
pharma  researcher 
TRIMERIS  (26,  TRMS) 

when  its  marketing 

partner,  Roche,  won 

approval  in  March 

for  the  Trimeris  HIV 

medication  Fuzeon 

(see  related  story,p. 

98).  But  Trimeris  recently  revealed  that 

Fuzeon  isn't  selling  as  well  as  expected, 

perhaps  in  part  because  of  its  onerous 

twice-daily  injection  regimen.  In  its  third 

quarter,  only  500  new  patients  requested 

Fuzeon  each  month.  The  company  had 

expected  1,000  a  month. 

That  led  Thomas  Wei,  analyst  at  U.S. 
Bancorp  Piper  Jaffray,  to  lower  his  esti- 
mates of  Fuzeon  sales  from  $226  million 
to  $133  million  for  2004.  Shares  are  now 
trading  at  half  the  $56  high  in  July,  but 
they've  got  more  room  to  fall. 

Wei  sees  Trimeris  losing  $46  million 
on  sales  of  just  $9  million  in  2004,  and 
not  posting  a  profit  until  2006.  That 


makes  its  market  cap  of  $570  milk 
look  way  generous.  Short  the  stock;  cgi 
at  $  1 5.  — Christopher  Heln 

The  Vision  Thing 

Specialty  contact  lenses,  like  those  for  as 
matics  or  for  teens  who  want  a  differ 
shade  of  iris,  is  a  niche 
dominated  by  cooper 
COS.  (41,  COO).  Sales 
rose  35%  to  $299  mil- 
lion and  net  income 
46%  to  $48  million 
for  the  nine  months 
ended  July  31.  Rev- 
enue and  earnings  have  increased  at  d 
ble-digit  rates  for  several  years. 

Harris  Nesbitt  Gerard's  Joai 
Wuensch  says  Cooper's  dominanct 
specialty  lenses  should  lead  to  ever  bij 
payoffs,  given  an  expansion  into  Ja 
and  the  2002  acquisition  of  rival  I 
compatibles  Eye  Care.  With  its  20  P/E 
cheaper  than  titan  Bausch  &  Lomb  0 
maker  of  more  conventional  lenses. 
— Aliya  Sterns 
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There's  a  lot  on  the  line  when  it  comes 
to  information  security. 


Fiduciary  Accountability.  Government  Regulation.  Data  Privacy. 

It's  a  fine  line  between  hoping  you're  protected  and  actually  being  protected. 

Take  control  of  your  information  risk  with  Internet  Security  Systems,  the  trusted  security 
expert  to  the  Forbes*  500s  and  world  governments.  Only  Internet  Security  Systems  can 
eliminate  regulatory  and  business  risk  through  guaranteed  protection  services  and  products. 
So  before  you  sign,  know  you're  protected  with  a  security  guarantee.  Call  Internet 
Security  Systems  today.  800-776-2362.  www.iss.net/ontheline. 

O  2003  internet  Security  Systems,  inc  All  rights  reserved  worldwide, 
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Security 
Systems 
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Invented  in  1780. 

Properly  marketed  215  years  later. 


Advertising. "The  way  great  brands  get  to  be  great  brands! 


The  Contrarian  |  By  David  Dreman 

Risky  Business 


AS  FALL  ARRIVES,  MANY  INVESTORS  TURN  TO  THEIR 
brokers  or  financial  advisers  about  retooling  their 
holdings  for  the  new  year.  Too  often  what  the  pros 
tell  them  is  a  bunch  of  hooey.  These  characters  start 
blattering  about  measuring  investing  risk  as  if  it  were 
a  science.  Risk  measurement  is  typically  equated  with  price 
volatility  and  is  employed  to  select  both  stocks  and  money  man- 
agers. No  surprise  that  the  results  fall  short. 

The  advisers'  most  widely  used — and  misused — risk  mea- 
surement is  beta,  which  calculates  the  tendency  (or  lack  thereof) 
of  a  stock  or  portfolio  to  exaggerate  the  market's  moves.  So  in 
weeks  when  the  market  is  up 
6%,  a  0.5-beta  stock  is  likely 
to  average  3%  gains.  (Con- 
trary to  popular  notions,  beta 
is  not  a  measure  of  volatility; 
a  highly  volatile  gold  stock 
could  have  a  low  beta.)  High- 
beta  stocks  are  supposed  to 
be  riskier  but  provide  higher 
returns;  low-beta  stocks,  less 
risk  and  lower  returns. 

Baloney.  The  classic  1 992 
paper  by  University  of 
Chicago  professors  Eugene 
Fama  and  Kenneth  French 
demonstrated  convincingly 
that  no  correlation  exists 
between  beta  and  return. 
Higher-beta  stocks  or  portfo- 
lios often  provided  lower  returns,  and  vice  versa. 

Advisers  also  trot  out  something  called  the  information 
ratio,  even  though  this  benchmark  is  similarly  flawed.  To  get 
this  ratio,  you  divide  a  portfolio's  excess  return  (that  is,  the 
return  over  the  S&P)  by  its  volatility.  Unfortunately,  this  formula 
rewards  managers  with  consistent  monthly  outperformance 
against  the  S&P,  while  penalizing  those  whose  performance  may 
be  substantially  better  over  time  but  is  more  erratic.  Thus  a 
manager  who  beats  the  S&P  by  four  percentage  points  annually 
over  a  five-year  period  with  volatile  quarterly  results  may  rank 
below  one  who  bests  rhe  index  I  ly  two  points. 

Recall  that  Long  ,  ■  did  exceedingly 

well  for  years,  with  higl  That  is,  until 

one  day  in  1998  when  llg  down, 

■ 

lately  is 
w«  bursting  of  the 


Beta,  schmeta— 

some  of  the 

highfalutin 

risk  gauges  used 

by  money  managers 

are  worthless. 

There  are  easier 

ways  to  help  you  to 

sleep  at  night. 


almost  taking  the  work 

Another  tool  that  ad 
momentum.  And  here 
late- 1990s  bubble  had  r 
driven  momentum  into 


disgrace.  Momentum  is 
wacky  notion  that,  just  bee 
a  stock  is  rising,  it  will  kee] 
rising.  So,  the  wronghej 
advice  goes,  you  had  better] 
now  to  get  in  on  this  hotsh< 
Tech  names  that  fell  to  e 
in  2000  are  soaring  again  fq 
good  reason  other  \ 
momentum.  And  a  lot  of  j 
fools  are  getting  aboard  foi 
(temporary)  ride.  Don't  m 
the  same  mistake  investors  did  a  few  years  back. 

What  risk  measurements  should  you  use  instead?  I'd  a 
applying  many  of  the  practical  ones  recommended  by  Gr; 
and  Dodd  and  their  modern  adherents  that  identify  well] 
companies  with  a  margin  of  safety — that  is,  an  ability  to 
stand  unpleasant  surprises.  Some  elements  of  safety  conn 
the  balance  sheet,  like  having  a  low  ratio  of  debt  to  total 
Some  come  from  consistency  of  growth,  in  earnings  or 
dends.  An  important  one  comes  from  not  overpaying.  Si 
trading  at  low  multiples  of  their  earnings  are  safer  than  sto< 
high  multiples. 

And  if  you  buy  mutual  funds  or  use  an  investment  advr 
find  one  with  a  record  of  outperforming  the  market  for  10  t< 
years  under  the  same  people.  These  winners  are  scarce,  but' 
can  track  them  down.  Fund  managers,  for  instance,  can  be* 
ted  through  a  service  like  Morningstar  or  Forbes.com. 

Here  are  several  stocks  that,  whatever  their  betas,  hav 
margin  of  safety  at  present  prices. 

Cardinal  Health  (58,  CAH)  is  a  drug  wholesaler.  It  has  cor 
tendy  gained  market  share.  Earnings  have  doubled  since  21 
to  $1.4  billion  in  the  fiscal  year  ended  in  June  (on  $56  billia 
sales)  and  should  be  up  16%  this  year.  The  stock  trades  a 
times  trailing  earnings,  and  it  has  steadily  increased  its  divid 
over  the  past  five  years.  Debt  is  just  26%  of  capital. 

At  Devon  Energy  (48,  DVN),  one  of  the  largest  domestic 
exploration  and  production  companies,  earnings  gyrate  acd 
ing  to  oil  and  gas  prices.  Those  prices  are  up  lately,  so  De 
should  have  a  fine  2003.  The  company  trades  at  nine  times  tl 
ing  earnings.  Sales  of  some  assets  overseas  will  bolster  the 
ance  sheet.  Debt,  which  has  been  62%  of  capital,  should  dro 
40%  by  year-end. 

Laboratory  Corp.  of  America  Holdings  (28,  lh)  does  exten 
medical  testing.  Earnings,  aided  by  acquisitions,  have  grown 
39%  annual  rate  in  the  past  four  years  and  should  be  up  1 7% 
year  to  $297  million.  Debt  is  only  24%,  and  the  P/E  is  15. 


I 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contl 
Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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Financial  StratRgy  |  By  A.  Gary  Shilling 


Rationalizing  the  Rally 


DOES  THE  NEW  TAX  LAW  MAKE  THE  CURRENT  RALLY 
rational?  It  would  be  nice  to  think  so.  Signed  into  law 
by  President  George  W.  Bush  on  May  28,  the  legisla- 
tion reduced  the  top  rates  on  both  dividends  and  cap- 
ital gains  to  15%.  Before,  we  were  paying  38.6%  on 
dividends  and  20%  on  cap  gains.  That's  a  nice  benefit  for 
investors,  but  the  unfortunate  truth  is  that  it  falls  far  short  of 
justifying  today's  steep  prices  on  common  stocks. 

Stocks  are  very  expensive.  The  average  one  (measured  by  the 
weighted  S&P  500  index)  goes  for  29  times  the  last  12  months' 
earnings.  That  ratio  is  twice  the  postwar  average.  The  dividend 
yield  of  1.7%,  albeit  up  from 
the  1.1%  low  in  August  2000, 
is  dismally  low  by  historical 
measures,  at  less  than  half  the 
postwar  average. 

Strictly  on  chronology, 
you  could  make  a  case  that  the 
current  rally  is  a  response  to 
the  tax  cut:  While  most  of  the 
25%  gain  in  the  S&P  500  since 
its  Mar.  1 1  low  came  before 
Bush  signed  the  law,  the  mar- 
ket's normal  behavior  is  to 
anticipate  good  news.  But  that 
doesn't  mean  that  the  rally 
was  rational. 

Let's  say  you  have  a  $29 
stock  that  earns  $1  per  share.  Assuming  you  get  your  hands  on 
those  earnings  through  some  combination  of  dividends  and 
share  appreciation,  and  that  you  realize  your  gains  right  away, 
you  earn  an  aftertax  85  cents  a  share  at  a  15%  tax  rate.  That's  bet- 
ter than  what  you  would  have  without  the  tax  cut,  but  it's  short 
of  terrific.  The  20th  century's  average  earnings  on  $29  of  com- 
mon stock  was  more  like  $2.  Even  with  a  stiff  40%  tax,  that  is  an 
aftertax  $1.20. 

Focus,  if  you  prefer,  on  the  dividend.  The  current  yield  of 
1 .7%  is  1 .5%  after  federal  tax.  That's  low.  At  the  long-run  average 
yield  of  3.6%,  even  with  40%  tax,  you'd  have  2.2%. 

A  useful  exercise  is  to  compare  the  current  situation  with  the 
last  time  inflation  was  very  low,  the  early  1960s.  (Inflation  was 
1.2%  annually  then;  over  the  past  year  it  has  been  2.2%,  but  I 
expect  it  to  go  lower.)  In  the  early  1960s  shareholders  made  out 
appreciably  better  with  hot'  capital  gams  and  dividends,  even 
though  taxes  were  somewhat  higher.  The  key  difference  was  that, 
four  decades  ago,  stocks  were  much  'caper.  The  S&P  500  P/E 
averaged  18  and  the       id< 

Statisticians  at  n  ,  t-T    « 

adjustments  when  rOrPCS 


The  dividend  and 

cap  gains  fax  cuts 

are  nice  to  have. 

But  they  just  don't 

make  up  for  the 

depressed  earnings 

yields  and  dividend 

yields  on  stocks. 


period  with  today.  The  top  ta> 
bracket  was  91%,  yet  tha- 
applied  only  on  incomes  ovei 
$400,000,  a  sum  that  was  5l 
times  the  median  income.  Witt 
the  tax  dodges  available  then 
few  of  even  the  wealthiest  tax; 
payers  paid  a  91%  tax  ft 
dividends. 

So  to  see  the  effect  of  t; 
inflation  and  stock  prices 
used  a  hypothetical  inveJ 
whose  income  is  twice  the  median,  a  level  that  today  would  ad 
to  a  family  of  four  making  $130,000.  In  the  early  1960s  the  nl 
ginal  rate  for  that  group  was  22%  on  dividends  and  25%  on  cap 
ital  gains.  And  we  further  factored  in  state  taxes,  picking  Ne 
York  as  typical  of  big  states  with  income  levies. 

After  both  federal  and  New  York  taxes,  the  dividend  yield 
now  1.3%.  That's  better  than  the  1%  last  year  before  the  tax  r 
drop,  but  not  much,  because  it  starts  out  so  small.  In  comparisi 
the  aftertax  yield  on  stocks  averaged  2.1%  in  the  1962-64  year 
What  about  capital  gains?  In  the  early  1960s  stock  appra 
tion  averaged  7.5%  annually.  Now  subtract  taxes,  which  were 
quite  as  bad  as  the  posted  25%  rate  because  taxable  gains  w 
only  2.5%  of  total  market  capitalization — a  reflection  of  the  n 
that  equities  are  often  either  held  in  tax-exempt  accounts  orl 
in  strongboxes  for  years  at  a  time.  Now  subtract  inflation.  ■ 
real,  aftertax  appreciation  on  stocks  was  5.4%  in  the  early  19m 
The  comparable  figure  today,  assuming  the  same  7.5%  anil 
price  gain,  would  be  only  4.8%. 

Now  calculate  a  real  aftertax  total  return,  the  sum  ofl 
returns  on  dividends  and  capital  gains.  Today's  number  is  6J 
below  the  7.5%  of  the  1962-64  years.  The  new  1 5%  tax  rates  a 
ply  don't  offset  the  much  higher  P/Es  and  much  lower  divide 
yields  that  now  prevail. 

What  if,  as  I  have  been  predicting,  we  enter  a  period  of 
deflation?  It's  plausible  that  with  good  deflation  of  about  1.5J 
nominal  stock  appreciation  will  run  about  1%  annually! 
spelled  out  in  my  June  23  column.  I  also  assume  dividend  yil 
will  bounce  back  to  3%.  After  taxes  and  deflation,  this  all  waj 
out  to  a  4.8%  real  aftertax  total  return.  That's  better  than  i 
negative  returns  witnessed  in  the  inflationary,  high-tax  191 
And  deflation's  salutary  effect  on  real  returns  isn't  taxed.  But] 
certainly  not  a  reason  to  take  out  a  home  equity  loan  to  go  is 
the  stock  market  now. 

We  all  love  lower  tax  rates.  Still,  they  don't  justify  the  cum 
prices  on  stocks.  Or  make  up  for  stingy  dividends. 


I 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consults  5 
and  investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling  i| 
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Fixed-Income  Watch  |  Ry  Rirharri  Lehmann 


The  15%  Solution 


Some  preferred 

stocks  are  eligible 

for  the  new  low  tax 

rate  on  dividends. 

But  a  lot  are  not. 

Look  carefully 

before  you  buy. 


PREFERRED  STOCKS  RECEIVED  A  NICE,  IF  LITTLE- 
noticed  gift  from  Congress  last  spring.  Everyone  knows 
that  lawmakers  lowered  the  tax  rate  on  common 
stocks'  dividends,  which  used  to  be  treated  as  regular 
income,  to  a  more  pleasant  15%  rate.  What's  less 
known  is  that  the  15%  rate  applies  to  some  preferreds,  as  well. 
Time  was  when  the  only  tax  benefit  of  owning  preferreds — 
whose  yields  tend  to  be  more  lush  than  those  of  common — 
went  to  corporations,  which  can  exclude  70%  or  more  of  the 
dividends  they  receive  from  investments  in  other  companies. 

Depending  on  which  state  you  live  in  and  what  you  buy, 
municipal  bonds  may  offer  a 
slightly  better  aftertax  yield. 
Take  a  preferred  paying  6.5%. 
After  state  tax  and  the  newly 
lowered  federal  tax,  you 
pocket  5%  or  so.  That's  about 
what  you'd  get  on  a  tax- 
exempt  bond.  To  get  the  max- 
imum tax  benefit,  however, 
you  usually  have  to  buy  only 
home-state  munis,  and  that 
limits  your  diversification. 

The  beauty  of  preferreds  is 
that  they  offer  you  a  far 
cheaper  way  to  assemble  a 

diversified  portfolio.  If  you  buy  individual  munis  in  anything  less 
than  $100,000  allotments  or  secondary  market  issues,  you  are 
likely  to  be  hosed  on  markups.  Preferreds,  in  contrast,  are 
exchange-traded,  meaning  they  have  tight  spreads,  and  they  gen- 
erally come  in  $25  denominations. 

But  here's  the  rub  with  preferreds  under  the  new  tax  law: 
Not  all  of  them  are  eligible  for  the  1 5%  rate.  The  preferred  stock 
designation  covers  a  wide  variety  of  securities.  Most  of  those 
ineligible  for  the  lower  tax  rate  are  trust  preferred  issues — in 
other  words,  preferreds  that  are  backed  by  bonds  held  by  a  trust. 
The  Internal  Revenue  Service  considers  their  dividends  to  be 
interest  and  taxes  them  at  the  full  rate.  You  also  have  to  keep 
paying  full  tax  on  payouts  from  preferreds  (as  well  as  common) 
issued  by  real  estate  investment  trusts.  The  reason:  The  REITs 
themselves,  as  long  as  they  fork  over  95%  of  their  income  to 
shareholders,  are  not  taxed. 

How  do  you  find  preferreds  that  are  eligible  for  that  blessed 
15%?  No  easy  task.  My  database  has  2,000  preferred  issues,  but 
of  these,  we  have  so  far  identified  only  500,  totaling  $45  billion 
face  value,  that  are  eligible  for  the  low  rate.  Alas,  the  majority  of 
them  are  illiquid  and  callable  .mytime. 

On  the  bright  side,  this  unfortunate  situation  may 
lead  to  more  preferreds  that  fil  the  15%  profile.  Most 


foreign  preferreds  are  eligin 
since  it  is  of  small  import  to  ■ 
U.S.  government  what  kindl 
foreign  tax  is  or  is  not  befl 
paid  by  such  issuers.  ((■ 
caveat  about  foreign  preferrel 
Many  are  not  cumulatil 
meaning  unpaid  divider]) 
don't  accrue.)  For  the  futuj 
look  for  more  U.S.  junk  pi 
ferreds,  whose  issuers  will  pi 
up  their  light  tax,  in  additioal 
the  preferreds'  traditional  allure  of  a  higher  rank  in  the  cap! 
structure  and  better  dividends  than  the  common.  Debt-la<l 
companies  will  turn  to  preferreds  to  help  reduce  their  leveraj 
and  improve  their  credit  rating. 

While  finding  the  low-tax  preferreds  may  be  hard,  it 
worthwhile.  They  are  still  pretty  cheap.  But  don't  count  on  yoi 
broker  for  help.  The  IRS  has  delayed,  until  year-end  200' 
requiring  brokerage  houses  to  identify  for  clients  which  pp 
ferred  dividends  are  eligible  and  which  are  not.  Mutual  fun< 
will  also  be  challenged  to  properly  characterize  their  distribj 
tions  as  between  15%  and  ordinary  income.  Don't  be  surprise 
to  see  new  mutual  funds  being  created  specifically  for  investir 
in  eligible  preferred  shares. 

There's  another  thing  to  watch  out  for  while  you  are  sortii 
through  the  preferred  bin.  Even  if  a  stock  is  eligible,  you  mu 
have  held  the  security  60  days  prior  to  a  dividend  declaration! 
order  for  the  payment  to  qualify  for  the  15%  tax  rate. 

To  give  you  a  head  start,  however,  here  are  some  eligible  pn 
ferreds  I  like.  Abbey  National  (27,  ANB.B),  7.375%  yielding  6.8%, 
an  A- rated  banking  and  financial  services  group  and  the  U.K. 
number  two  mortgage  lender.  Reflecting  the  kind  of  yields  yc 
can  expect  from  future  15%-eligible  preferreds  is  a  brand-ne 
$300  million  issue  by  Lehman  Brothers  (26,  leh.f),  a  6.5%  issi 
rated  Baal/BBB+  and  yielding  6.25%.  Also  look  at  Ace  (26ACE.C 
a  7.8%  preferred  rated  Baa2/BBB-,  which  yields  7.5%.  Ace  is 
solid  $46  billion  worldwide  property  and  casualty  insure 
Finally,  First  Bancorp  Puerto  Rico  (26,  fbp.c),  7.4%,  is  unrated  ar 
yields  7.1% — from  the  second-largest  bank  holding  compai 
in  Puerto  Rico  and  the  Virgin  Islands. 

At  the  same  time,  you  already  can  buy  two  closed-end  fun< 
composed  of  a  predominance  of  eligible  preferreds:  Preferrt 
Income  Opportunity  Fund  (12,  pfo)  and  Preferred  Income  Fui 
(16,  PFD).  These  funds,  which  specialize  in  finance  and  utili  '■■ 
companies,  yield  a  tidy  7%.  They  both  sell  slighdy  below  n  | 
asset  value  and  run  up  annual  expenses  of  1%  or  so. 


FOrl)CS       Richard  Lehmann  is  editor  of  the  Forbes/Lehmann  Income  Secu 
^^,c"        '  ties  Investor.  Visit  his  home  page  at  www.forbes.com/  lehmann. 
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/  Surgery 


^m  SILENT  SCANDAL  SIMMERS  UNTENDED  IN 

■         American  medicine.  Every  year  surgeons  per- 

^^^&        form  thousands  upon  thousands  of  question- 

■  ^A       able  or  unnecessary  procedures  on  unwitting 

■  ^^L     patients.  The  complications  can  be  deadly,  and 

A  the  costs  potentially  add  up  to  billions  of  dob 
^^^^^^  lars.  In  some  cases  the  surgery  itself  is  of  doubt- 
A  rul  value.  In  others  the  operation  works  just  fine, 
rugs  or  other  nonsurgical  remedies  may  be  safer  or  cheaper. 
his  epidemic  of  uncertain  care  is  an  unintended  outgrowth 
decades-long  boom  in  elective  surgery.  Despite  managed 
>  unceasing  attempts  to  restrain  the  costs  of  health  care, 
;  baby  boomers  are  rushing  to  repair  their  creaky  joints, 
ves  and  tendons  in  record  numbers.  Nationally,  72  million 
operations  are  performed  a  year,  with  most  of  the  growth 
in  the  mushrooming  ambulatory  care  market.  The 
most  popular  orthopedic  procedures,  including 
back,  knee  and  rotator-cuff  surgery,  are  growing 
at  10%  a  year  or  more. 

Researchers  have  barely  begun  trying  to 
assess  what  portion  of  all  this  care  is 
wasted  At  issue  are  some  of  the  most 
commonly  performed  operations 
in  the  nation,  including  arthro- 
scopic surgery  to  clean   up 
arthritic  cartilage  in  the  knee;  a 
much-debated  procedure>  to 
ease  lower-back  pain  by  fusing 
vertebrae  in  the  spine;  carotid 
endarterectomy  to  prevent  stroke; 
and  hysterectomy,  the  removal  of  the 
uterus.  Little  if  any  definitive  data  exist 
on  how  often  unnecessary  surgery  occurs,  but  some  evi- 


come  levels  and  age  distributions — it  also  can  be  shaped  by  how 
many  specialists  operate  in  your  hometown.  It  may  well  be  that 
"we  are  making  a  lot  of  scars  that  aren't  necessary,"  says  Dart- 
mouth University  orthopedic  surgeon  James  Weinstein. 

The  cumulative  risks  are  enormous.  Spinal  fusion  surgery 
has  a  17%  complication  rate,  including  infections  and,  in  rare 
cases,  nerve  damage.  Hysterectomy  takes  women  out  of  com- 
mission for  weeks,  and  up  to  9%  of  the  women  who  get  one,  or 
60,000  patients,  encounter  complications.  Carotid  endarterec- 
tomy has  a  2%  mortality  rate.  "My  belief  is  that  if  you  are  talk- 
ing about  patient  safety,  this  is  the  number  one  problem  in 
medicine,"  says  Dr.  Robert  Brook,  a  UCLA  professor  and  direc- 
tor of  health  sciences  for  Rand.  "It  wastes  money  and  kills  peo- 
ple." More  disturbing,  some  observers  attribute  part  of  the 
problem  to  greed.  Unneeded  surgery  "is  an  enormous  scandal, 
white-coat  crime  as  far  as  I  am  concerned,  and  it  is  just  being 
ignored,"  says  Charles  Inlander  of  the  consumer  group  Peo- 
ple's Medical  Society. 

Patients  assume  doctors  base  their  decision  to  operate  on 
hard  data,  but  some  surgeons  still  operate  based  on  conviction 
rather  than  solid  evidence.  "They  believe  they  can  look  at  an  MRI 
and,  like  Carnac  from  Johnny  Carson,  say,  'This  is  the  disc  that  is 
causing  pain  and  I  will  fuse  it,'"  says  University  of  Pennsylvania 
physiatrist  Curtis  Slipman,  who  treats  pain  without  surgery.  New 
drugs  are  subjected  to  rigorous  trials  comparing  them  with  ex- 
isting treatments  or  placebos  before  they  are  allowed  on  the  mar- 
ket. But  surgery  sometimes  goes  mainstream  without  ever  being 
evaluated  in  a  randomized,  controlled  trial.  One  problem  is  that 
surgery  can  have  an  enormous  placebo  effect,  masking  a  reality 
of  meager  benefits  in  exchange  for  the  risk  and  cost  it  entails. 
"There  is  the  potential  that  the  majority  of  surgery  we  do  for 
symptom  relief  is  only  effective  because  of  the  placebo  effect — 
with  significant  potential  of  harming  the  patient,"  says  Dr.  Nelda 


;  elective  surgery  overdone? 


BY  ROBERT  LANGRETH 


e  suggests  the  problem  is  bigger  than  surgeons  like  to  admit. 
ies  conducted  in  the  early  1990s  by  Rand  Corp.  found  that 
to  30%  of  many  common  operations  were  inappropriate  or 
tionable.  If  these  rates  hold  true  across  the  board,  it  would 
l  7  million  to  20  million  questionable  operations  each  year, 
bly  wasting  tens  of  billions  that  might  be  put  to- better  use. 
adding  to  the  doubts:  Your  chances  of  undergoing  a  partic- 
operation  can  vary  vastly  from  one  zip  code  to  anodter,  fluc- 
ng  by  as  much  as  tenfold.  This  owes  to  more  than  just  in- 


Wray,  research  chief  at  the  U.S.  Department  of  Veterans  Affairs. 

But  surgeons  have  largely  escaped  scrutiny.  They  believe  in 
what  they  do  and  reign  as  the  main  arbiters  of  whether  an  oper- 
ation should  be  performed — and  insurers  pay  per  procedure. 
Their  complicit  partners:  hospitals,  insurers  and  patients  them- 
selves. Hospitals  reap  ancillary  charges  related  to  a  procedure. 
Insurers  are  reluctant  to  second-guess.  Patients  are  eager  for  a 
quick  fix;  some  refuse  to  take  no  for  an  answer. 

Now  some  researchers,  abetted  by  federal  officials  tired  of  pay- 
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ing  the  bill  for  questionable  procedures,  are  pushing  for  more  rig- 
orous tests  of  new  operations.  The  Veterans  Administration,  one  of 
the  biggest  health  care  providers  in  the  nation,  is  targeting  up  to  six 
common  surgeries  for  clinical  trials,  likely  including  back  surgery 
and  nonurgent  gall  bladder  surgery.  Dartmouth's  James  Weinstein 
is  leading  a  2,500-person,  $14  million  study  comparing  surgery 
with  nonsurgical  treatment  for  back  pain. 

The  push  already  is  yielding  results.  A  study  last  year  found 
that  one  of  the  most  common  operations  for  arthritis  of  the  knee, 
performed  for  decades,  was  actually  no  better  than  a  placebo.  A 
1 ,2 1 8-person  study  this  spring  found  that  lung- volume-reduction 
surgery  for  emphysema,  touted  as  a  breakthrough  in  the  early 
1990s,  failed  to  significantly  boost  exercise  capacity  for  84%  of  the 
patients  who  received  the  procedure,  while  some  high-risk  patients 
died  sooner.  While  all  of  the  following  procedures  are  beneficial  for 
some  patients,  controversy  surrounds  how  often  they  should  be 
done  and  on  whom  they  should  be  performed. 


c 

Surgery  Sheet 


You've  considered  your  treatment  options  and  gotten  a  second 
opinion  from  a  nonsurgeon,  but  still  decided  on  surgery.  How 
do  you  pick  the  right  surgeon  and  hospital?  Here  are  tips  to 
maximize  your  chances  of  a  safe  and  effective  operation. 


A* 


Ask  how  often  the  surgeon  performs  the  operation 
in  question.  Every  operation  has  a  learning  curve,  and  your 
chances  of  complications  are  much  lower  if  the  surgeon  is  well 
practiced.  "If  your  doctor  is  uncomfortable  answering  the 
question,  you  have  a  problem,"  says  University  of  Washington 
surgeon  David  Flum.  Also  ask  whether  your  doctor  tracks  his 
results,  a  sign  of  attention  to  quality  control. 


A* 

St\     Proc 

s  hosi 


Hospital  volume  is  another  critical  factor.  For  major 
procedures,  studies  have  found  that  high-volume 
hospitals  have  lower  surgical  death  rates  than  hospitals  that 
do  The  procedures  infrequently.  Web  sites  such  as  Health- 
grades.com  offer  hospital  ratings  including  analyses  of  com- 

rion  rates. 


A* 
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-.  Nurses  are  the  primary  caretakers  during 
!  the  first  line  of  defense.  University  of 
rfessor  Linda  Aiken  has  found  that 
30%  higher  in  hospitals  with  one 
;  versus  those  with  one-to-four 
Journal  of  the  American 
jrgery  is  safer  in  hospitals 
we  four-year  college 
"lat  the  staffing  level  is. 
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Bring  a 
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O'Leary,  head  of  the 
Healthcare  Organizati 
you  are  uncertain  aboi 
surgeon  will  get  mad  at  i 
okay  to  challenge  your  docto- 
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A  Trick  Knee 

Each  year  hundreds  of  thousands  of  arthritic  Americans  umkJ 

arthroscopies  in  which  surgeons  shave  away  rough  cartilage  from 
the  knee  joints,  at  a  cost  of  55,000  per  procedure.  It  turns  ou 
the  procedure  is  no  better  than  fake  surgery  in  alleviating  arthri- 
tis pain.  That  is  the  conclusion  of  an  innovative  study  publish^ 
last  summer  in  the  New  England  journal  of  Medicine.  Dr.  ^M 
and  others  at  the  VA  Medical  Center  in  Houston  randomhB 
signed  180  arthritis  patients  to  get  one  of  two  arthroscopic] 
cedures  or  a  fake  surgery.  In  the  sham  operation  patients 
wheeled  into  the  operating  room,  sedated  and  cut  just  enoi 
give  them  a  convincing  scar.  (AH  patients  consented  in  advadj 

The  fake  surgery  was  so  controversial  that  it  took  ten  yea 
plan  and  complete  the  trial.  The  results  are  unambiguous. 
point  in  two  years  of  follow-up  was  the  real  surgery  better  I 
the  fake  one.  Six  patients  who  got  the  fake  operation  liked  i 
much  that  they  came  back  to  have  it  on  their  other  knee. 

Medicare  now  proposes  to  stop  reimbursement  for 
scopies  for  arthritis  pain.  Surgeons  who  favor  the  procedu 
fighting  back,  arguing  it  helps  ease  popping  and  other  "mecfl 
ical"  symptoms.  But  that  view  is  nonsense,  says  Bruce  MoselejM 
surgeon  who  did  all  180  procedures  in  the  study.  "It's  despdji 
people  trying  to  discredit  the  study.  They  are  looking  for  a 
hole,"  says  Moseley,  from  the  Baylor  College  of  Medicine.  Thj 
study  does  not  call  into  question  arthroscopy  for  major  car«j 
tears  and  acute  injuries.  But  even  here,  unscrupulous  doctm 
sometimes  perform  unneeded  arthroscopies  for  minor  injutt 
that  will  heal  on  their  own,  says  Ronald  Grelsamer,  a  knee  si 
at  Maimonides  Medical  Center  in  Brooklyn.  Go  to  some  he 
and  you'll  find  "a  doctor  who  does  ten  a  week  [of  which] ; 
are  unnecessary,"  he  says. 
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Spine  Spin 


Some  125,000  times  a  year  neurosurgeons  perform  spinal  fuse 

surgery,  using  a  bone  graft  to  fuse  together  two  vertebrae  in  ana )( 

tempt  to  relieve  lower-back  pain  from  degenerated  discs,  4 

spongy  shock  absorbers  between  vertebrae.  Patient  traffic  k  [ 

quadrupled  in  a  decade,  and  fusion  now  costs  about  $30,00 

Surgeons  who  perform  these  operations  rake  in  a  median  salai 

of  $545,000  a  year,  almost  double  what  most  specialists  i 

says  the  Medical  Group  Management  Association. 

Fusion  caught  on  decades  ago  as  a  well-accepted  treat 
for  deformities,  fractures  and  dislocations,  but  surgeons  1 
expanded  it  to  treat  back  pain  as  well.  The  evidence  that  I 
works  well  for  regional  back  pain  is  "essentially  nonexistel 
says  University  of  North  Carolina  rheumatologist  Nol 
Haider.  "If  this  were  a  pill  and  I  used  it,  I  would  probably  j 
my  license  and  go  to  jail." 

University  of  Washington  internist  and  fusion  ske 
Richard  Deyo,  working  under  a  government  grant  to  1 
devise  guidelines  for  back-pain  surgery,  surveyed  fhd 
erature  in  1992  and  found  a  dearth  of  random,  contro 
trials,  wildly  varying  success  rates  and  unreliable  d 
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At  Senesco,  we  are  working  to  better  your  future.  From  possible 
treatments  for  cancer  and  glaucoma  to  extending  tbe  sbelf  life  of 
tomatoes,  we  are  developing  solutions  that  promise  great  things  - 
with  a  powerful  and  novel  approach  to  regulating  cell  death  in  humans 
and  plants.  One  way  or  another,  our  technology  could  improve  your 
life.  To  see  what  we're  working  on  now,  visit  www.senesco.com. 
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Under  the  Knife 

The  lowdown  on  some  popular  elective  operations  whose 
usage  is  hotly  debated. 


Knee 

ARTHROSCOPY 

660,000  per  year 

Typical  cost:  $5,000 

Pioneering  VA  study  finds  it  doesn't 

help  for  arthritis  pain;  still  has  role 

for  treating  sports  injuries. 


Back 

SPINAL  FUSION 

125,000  per  year 

Typical  cost:  $30,000 

The  most  controversial  type  of  back 

surgery;  skeptics  say  its  advantages 

in  treating  pain  are  not  proven. 


Shoulder 

ACR0MI0PLASTY 

140,000  per  year 

Typical  cost:  $8,000 

Even  proponents  of  this  surgery  for 

shoulder  tendonitis  say  it  is  overdone; 

many  patients  recover  on  their  own. 


Esophagus 


NISSEN  FUND0PLICATI0N 

65,000  per  year 

Typical  cost:  $10,000 

Surgery  for  acid  reflux  is  growing  in 

popularity,  but  critics  say  surgeons 

promise  more  than  they  can  deliver. 


Uterus 

HYSTERECTOMY 

650,000  per  year 

Typical  cost:  $12,000 

Removal  of  the  uterus  has  been  one 

of  the  most  overdone  operations  for 

several  decades  running,  studies  say. 


Stomach 

GASTRIC  BYPASS 

103,000  per  year 

Typical  cost:  $25,000 

Obesity  surgery  wo'ks,  but  it  is  a 

big-time  procedure     .vith  potential 

for  big-time  coni|i'      tsons. 


Some  figures  are  hospital  cost 
available.  Sources:  American  Acn. 
Banatnc  Surgery:  Agency  for  Healthcare 


11  year 
*c  Surgeons:  American  Society  for 

lesearch. 


When  the  resulting  guidelines  concluded  there  was  little; 
dence  that  fusion  for  lower-back  pain  works,  some  outri 
surgeons  tried  (unsuccessfully)  to  get  Congress  to  kill  the  ad 
that  sponsored  the  study. 

One  of  the  few  controlled  studies  since  then,  a  Swedish 
of  294  back  patients,  found  63%  of  patients  who  got  the  oi 
tion  reported  some  improvement,  versus  29%  who  didn'l 
operated  on.  Surgeons  say  it  is  unfair  for  critics  to  demand  i 
tacular  results,  given  that  the  operation  is  performed  as  a 
resort  for  severe  cases.  But  Deyo  says  the  Swedish  study  is  fid 
because  it  didn't  offer  much  new  treatment  to  the  nonsur 
group.  He  points  to  a  new  64-patient  Norwegian  study  that  q 
pared  spinal  fusion  surgery  for  back  pain  with  a  vigorous 
gram  of  psychological  and  exercise  therapy.  The  nonsurgical 
imen  was  about  as  effective  as  surgery,  caused  no  complicaa 
and  cost  a  fraction  what  surgery  costs,  says  study  leader  Jens 
Brox  at  Oslo's  National  Hospital. 

Some  doctors,  such  as  University  of  Michigan  physical  rn 
icine  specialist  Andrew  Haig,  spend  a  lot  of  time  seeing  faile 
sion  patients.  One  of  Haig's  patients  is  65-year-old  minj 
Melvin  Harrell,  who  has  suffered  unrelenting  back  pain 
falling  down  the  stairs  in  the  1960s.  Harrell  has  undergone  t 
spinal  fusion  operations  involving  five  vertebrae;  none  slaj 
his  pain.  "When  the  orthopedist  says  you  need  surgery  an<J 
are  in  terrible  pain,  you  assume  he  is  right,"  Harrell  explains, 
plans  to  stick  with  Haig's  nonsurgical  program  and  advises  j 
ers  considering  fusions:  "Think  long  and  hard." 


Unsure  Shoulders 


shoJj 

s  afl 


Another  hot  operation  is  arthroscopic  surgery  to  relieve  s 

tendonitis  caused  by  rubbing  of  the  rotator  cuff  tendons 
the  shoulder  blade.  Surgeons  disagree  on  when  this  operatia 
needed.  The  theory  behind  the  surgery,  developed  in  the  195 
is  that  too  much  rubbing,  or  impingement,  causes  the  rota 
cuff  to  fray  and  eventually  tear.  In  a  procedure  called  acrom 
plasty,  surgeons  shave  away  some  of  the  bone  to  make  more  ro 
for  the  rotator  cuff,  in  hopes  of  alleviating  pain  and  prevent 
tears.  The  surgery  can  be  done  on  an  outpatient  basis.  "You 
do  a  lot  of  these  in  a  short  period  of  time,"  says  Dr.  Brox  of  O 
"It's  an  easy  way  to  make  money,  even  in  Norway." 

In  the  early  1990s  Brox  conducted  one  of  the  few  contro 
studies  of  this  procedure,  comparing  surgery  with  physical  tbl 
apy  in  125  patients  with  chronic  shoulder  pain.  He  found  thafl 
surgery  was  not  significantly  better  than  physical  therapy  »■ 
lieving  pain,  and  only  22%  of  those  in  the  physical  therapy  gfl 
needed  surgery  two  and  a  half  years  later.  But  he  says  his  resulj 
been  ignored  by  "snobbish"  surgeons  in  the  U.S. 

Doctors  disagree  on  what  constitutes  impingement! 
whether  it  is  always  the  culprit  in  shoulder  pain.  One  doubter,  Ui 
versify  of  Washington  surgeon  Frederick  Matsen,  frequently  se 
patients  who  have  been  told  they  need  impingement  surgery  b 
in  reality  simply  have  stiff  shoulders.  He  sends  them  home  toj 
a  six-week  regimen  of  shoulder  stretches.  Few  come  back. 

Most  surgeons  are  still  believers  in  the  operation  and  cite  j 
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Positioning  Your  Portfolio  for  Growth 


'he  Forbes  Private  Investor  Seminar  Series 


Past  Speakers  at  Forbes 
.ate  Investor  Seminars  have  included: 

•  Steve  Forbes, 
iident  &  CEO,  Forbes;  Editor-in-Chief, 

Forbes  magazine 

•  Mary  Farrell, 

Managing  Director  and 
nvestment  Strategist,  UBS  Paine  Webber 

•  Mario  Gabelli, 

Founder,  Gabelli  Asset  Management 

•  Rich  Karlgaard, 
Publisher,  Forbes  magazine 

•  Marilyn  Cohen, 

President  and  CEO, 
Envision  Capital  Management 

•  John  Rogers, 
Chairman  and  CEO, 

Ariel  Capital  Management 

•  Bill  Baldwin, 

Editor,  Forbes  magazine 

•  Laszlo  Birinyi, 

President,  Birinyi  Associates 


The  U.S.  Stock  market  is  on  a  roll  again.  The  long  sought  after  economic  rebound 
seems  to  be  here.  Or  is  it?  While  there  are  signs  of  an  economic  comeback,  there  are 
still  questions  to  be  answered  about  the  strength  of  the  recovery  and  current  stock 
market  reaction.  Unemployment,  although  stabilizing,  continues  to  remain  high. 
The  markets  had  a  nice  summer  rally,  but  have  they  gone  too  far,  too  fast?  While  there 
is  little  question  that  corporate  profits  have  improved,  it's  still  very  much  a 
selective  stock  picker's  market.  Asset  allocation  is  more  challenging  than  ever. 

The  Forbes  Private  Investor  Seminars  feature  leading  thinkers  in  the  areas  of 
capital  markets,  economics,  estate  planning,  market  timing,  alternative  investment, 
tax  strategy,  and  more.  Known  for  lively  discussion  and  debate,  these  seminars  give 
investors  the  information  and  strategies  they  need  to  reach  their  financial  goals 
in  both  down  and  up  markets. 

There  has  never  been  a  greater  need  to  obtain  expert  intelligence  to  position  your 
portfolio  for  maximum  return.  Seating  for  both  morning  seminars  will  be  limited 
and  is  subject  to  approval  by  Forbes.  To  reserve  your  place,  please  contact  lessica 
Kouvaros  at  212-367-3521  orjkouvaros@forbes.com,  and  mention  special  invitation 
code  JPIF. 

For  complete  details,  please  see  www.forbesconferences.com. 
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results  in  90%  of  patients.  "Impingement  is  probably  overdiagnosed 
and  operations  are  done  that  shouldn't  be,  but  to  say  impingement 
doesn't  exist  is  insanity,"  says  Columbia  University  shoulder  sur- 
geon Louis  Bigliani.  One  way  to  resolve  the  debate  is  a  trial  com- 
paring real  surgery  with  fake  surgery  in  people  with  shoulder  pain. 
Says  Matsen:  "It  could  be  the  best  thing  ever,  or  it  could  be  no  bet- 
ter than  placebo,  and  until  we  do  the  study  we  will  never  know." 


The  Expendable  Uterus 


Dousing  Heartburn 
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Despite  the  spread  of  powerful  heartburn 

drugs  like  Prilosec,  surgery  to  stop  acid 
reflux  has  surged  in  recent  years.  An  esti- 
mated 65,000  surgeries  are  performed  an- 
nually at  a  cost  of  $10,000  each,  up  al- 
most sixfold  in  15  years.  By  fixing  the 
faulty  valve  that  lets  stomach  acid  seep 
back  into  the  esophagus,  surgeons  seek  to 
cure  reflux  and  eliminate  the  need  for 
popping  pills.  The  operation  also  may 
help  prevent  esophageal  cancer,  a  possible 
reflux  complication. 

Both  claims  are  controversial.  Stuart 
Jon  Spechler,  a  gastroenterologist  at  the  VA  Medical 
Center  in  Dallas,  has  conducted  one  of  the  few  tri- 
als comparing  surgery  and  drug  therapy,  looking 
at  247  patients  with  severe  reflux.  When  the 
study  began  in  the  1980s  drugs  like  Prilosec 
weren't  available  and  surgery  was  more  effective. 
But  in  2001  Spechler  decided  to  go  back  and  ex 
amine  how  the  original  patients  were  doing. 

He  found  that  62%  of  37  surgery  patients  re- 
maining alive  after  ten  years  still  needed  drugs  to 
control  their  heartburn,  according  to  results  published 
in  the  Journal  of  the  American  Medical  Association.  The 
surgery  patients  had  no  better  quality  of  life  than  92 
drug-only  patients,  nor  did  they  have  fewer  reflux  complications 
such  as  cancer.  Mysteriously,  surgery  patients  were  slightly  more 
likely  to  die  of  heart  disease.  Dr.  Spechler  theorizes  that  the  sur- 
gical repair  breaks  down  after  several  years.  "When  you  look  at 
the  data  it  is  hard  not  to  be  biased  against  surgery,"  he  says. 

Surgeons  disagree.  "The  comment  I  most  often  get  from  pa- 
tients is,  'Why  did  I  wait  so  long?'"  says  University  of  Southern 
California  heartburn  surgeon  Steven  DeMeester.  DeMeester  says 
that  gastroenterologists  like  1  )r.  Spechler  are  biased  because  they 
see  only  the  handful  of  surgery  patients  with  complications,  not 
the  vast  majority  who  are  cured.  Various  studies  show  that  90% 
or  more  of  surgery  patient  s  are  satisfied  with  the  result. 

Similarly,  the  debate  ovei  urgery  slashes  cancer  risk  is 

so  heated  that  "You  get  gi  hts  up  on  the  dais  at  national 

meetings,"  says  West  Virgin;  ro'David  McFadden. 

Surgeons  cite  early  studies  hi  l  redu<  ed  risk,  but  none  are  de- 

iinitive.  Meanwhile,  the  odds  rom  heartburn  surgery,  ac- 

cording to  a  University  ol  Was!  e  about  1  in  125,  al- 

though risks  are  lower  with  vetei  i  ons. 


Physician  Payday 


Median  salaries  for  several  types  of  doctors. 

Spine  surgeons:  $545,000 

General  orthopedic  surgeons:  $364,000 

All  specialists:  $275,000 

General  surgeons:  $255,000 

All  primary  care  docs:  $153,000 

Source:  Medical  Croup  Management  Association. 


The  quintessential  example  of  an  overused  operation  is 

terectomy,  or  removal  of  the  uterus.  While  hysterectomy  can! 
lifesaving  for  women  with  cancer,  most  patients  get  it  for  qu 
of-life  problems,  such  as  pain  or  bleeding  caused  by  benign 
broids.  Studies  have  long  found  the  operation  is  often  perfor: 
^^^^^^^g|^^         on  women  who  don't  need  it.  Yet 

terectomy  rates  remain  stubbor 
high,  with  650,000  done  every  yi 
"The  quality  of  care  women  j 
around  hysterectomy  has  been  rea 
poor  in  this  country  for  50  yeai 
says  gynecologist  Michael  Brod 
who  has  studied  hysterectoi 
overuse. 

He  and  a  Rand  research  t 
surveyed  almost  500  women 
had  undergone  hysterectomi 
several  California  managed  can 
ganizations.  They  found  that  70' 
•S     the  surgeries  had  been  done  wi 
first  conducting  adequate  diagn 
tests  to  ensure  the  surgery  was  appropr 
Some  14%  of  the  women  shouldn't  have 
ten  a  hysterectomy  under  any  circumst; 
21%  of  340  patients  with  fibroids  had  s 
without  first  trying  drugs  or  other  treatrn 
that  might  have  curbed  their  symptoms 
medical  establishment  puts  no  value  on  having 
uterus  if  a  woman  is  no  longer  having  babie$ 
Broder  says. 


Bypassing  Obesity 


So-called  gastric  bypass  operations  are  on  the  rise,  thanks  to 

new,  less  invasive  technique  that  gets  patients  out  of  the  hosp- 
tal  quickly.  This  operation  unquestionably  works:  Patients  C3 
lose  100  pounds  or  more.  The  International  Bariatric  Surgen 
Registry  pegs  the  30-day  mortality  rate  at  a  reassuring  1  in  30 
But  the  real  mortality  rate  may  be  far  higher  than  that — almo 
one  death  in  50  cases,  close  to  the  death  rate  from  coroqaj 
surgery. 

That  finding  emerges  from  David  Flum,  a  University  i 
Washington  gastrointestinal  surgeon  who  surveyed  a  repp 
sentative  sample  of  several  thousand  patients  who  underwei 
gastric  bypasses,  by  which  a  surgeon  reduces  the  stomach  to 
fraction  of  its  normal  size  to  render  overeating  impossibl 
Flum  attributes  the  high  complication  rate,  in  part,  to  inexp 
rienced  surgeons  rushing  to  offer  a  lucrative  but  technical 
demanding  plumbing  job.  "You  have  lots  of  obese  patients,  ii 
surers  willing  to  pay  and  doctors  just  learning  the  operation, 
is  the  perfect  storm  for  bad  outcomes,"  he  says.  The  operatic 
can  work  wonders,  Flum  says,  "but  patients  need  to  go  in  wit 
their  eyes  open." 
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FORBES  LIFE 


■^       ICHARD  BUDRIK,  54,  HAD  BEEN  MANAGER  OF  A 

H    Manhattan  wine  store  for  two  decades  when  he  de- 

^£     cided  last  year  to  start  his  own  record  label.  Huh?  A 

^^  middle-age  man  who  knew  zip  about  the  shark- 
.  ^^.eat-shark  music  business?  Throw  money  into  an 
;try  that  was  laying  off  thousands  of  workers? 
udrik,  though,  did  not  have  to  risk  his  life  savings,  as  he 
it  have  done  a  generation  ago.  He  invested  a  measly 
)0.  More  surprising:  In  just  18  months  his  little  label, 
lier  Cru  Music,  has  pulled  in  revenue  of  $  1 6,000  and  has 
n  worldwide  airplay  on  BBC  radio.  Budrik  woke  up  one 
ling  to  find  himself  producer  of  a  Bangkok  disc  jockey's 
ive  pick. 

echnology  has  done  to  the  marketing  of  recorded  music 
:  it  did  a  decade  ago  to  the  publishing  of  the  printed 
I — lowered  the  barrier  to  entry  down  to  just  about  zero. 

Pasternack,  chairman  of  the  Association  for  Indepen- 
it  Music,  says  you  can  put  out  a  CD  for  as  little  as  $1,000. 
here's  no  official  count,  but  he  estimates  that  between 
2,500  and  5,000  amateurs  started  up  record  labels  last 

year.  So  what  if  three-fourths  of  these  entrepreneurs 
will  be  gone  within  two  years? 

Budrik,  a  fervent  fan  of  everything  from  Spanish 
bullfight  music  to  classic  jazz,  teamed  up  with  mu- 
sician George  Katsiris,  25,  in  his  venture.  The  two 


was  staying  with  lawyer  friend  Frank  Ferrari,  32,  who  did  the 
label's  legal  work  for  a  no-cash  fee. 

The  other  five  songs  on  the  album  were  donated  by 
musician  friends.  The  cover  art  was  a  freebie  from  a  graphic 
designer  Katsiris  met  through  a  friend,  as  was  the  design  of 
premiercrumusic.com.  On  future  albums  Katsiris  says  he  and 
Budrik  plan  to  let  the  composers  and  performers  share  a 
royalty  stream  of  50%  of  wholesale  revenue.  The  graphic 
designer  will  also  get  a  percentage  on  upcoming  albums. 
Lawyer/friend  Ferrari  owns  10%  of  the  company.  Budrik  and 
Katsiris  split  the  remaining  90%. 

The  most  improbable  move  for  Premier  Cru  was  Katsiris' 
decision  to  make  the  first  album  an  old-fashioned  vinyl 
record,  instead  of  a  CD.  Reason:  Many  radio  disc  jockeys  favor 
vinyl  for  its  distinctive  sound  quality. 

By  opting  to  release  a  record,  Premier  Cru  reaped  another 
benefit  of  the  technology  revolution:  the  breakup  of  the  vinyl- 
makers.  Two  decades  ago  record-pressers  insisted  on  runs  of 
at  least  10,000.  Now  little  companies  like  the  Music  Connec- 
tion in  Manhattan,  where  Katsiris  made  his  record,  do  smaller 
pressings.  The  label  paid  $4,000  for  its  initial  run  of  1,000, 
which  included  full-color  jackets,  shrink-wrap  and  a  one- 
time payment  for  the  metal  stamper.  Subsequent  pressings 
would  cost  about  a  dollar  a  record.  (CDs  can  be  burned  for 
about  a  buck  apiece,  including  jewel  case  and  artwork.) 


You,  the  Record  Mogul 

Want  your  own  recording  label?  Producing  music  has  never  been  easier  or  cheaper. 

BY  SUSAN  ADAMS 


met  when  Budrik  hired  Katsiris  as  a  salesrnan 
for  the  Wine  Cart,  the  store  Budrik  manages  on 
Manhattan's  Upper  Fast  Side.  Their  label's  name 
is  supposed  to  be  a  nod  to  both  first-growth  wines 
and  to  hip-hop,  a  genre  whose  musicians  refer  to 
their  ensembles  as  crews.  Premier  Cru's  first  re- 
lease, Enjoy  Detroit,  sounds  like  it  could  be  back- 
ground for  a  noir  Tokyo  nightclub.  "Down-tempo 
lounge  groove,"  Katsiris  calls  it. 

Four  of  the  cuts  on  Enjoy  Detroit  are  pieces  Katsiris 
vrote  and  recorded.  A  frugal,  clean-cut  Michigan  State 
id  with  a  degree  in  philosophy,  he  made  Budrik's  money 
a  long  way.  His  recording  gear  consisted  of  a  ten-year- 
l  Gibson  electric  guitar,  a  Rhodes  analog  keyboard  (bor- 
med),  a  $70  Shure  microphone,  a  three-year-old  Macin- 
>sh  G3,  a  copy  of  Reason  music-composition  software  lent 
o  him  by  a  friend  and  an  old  Moog  synthesizer  that  he  got 
for  50  bucks.  Only  one  cut  has  a  live  instrument  other 
than  Katsiris'  guitar  and  keyboard;  he  persuaded  a  sax- 
ophonist friend  to  play  (for  free).  Katsiris  didn't  even 
rent  on  the  apartment  where  he  laid  down  his  tracks;  he 


When  the  first  copies  of  Enjoy  Detroit  came  off  the  press, 
Katsiris  himself  flogged  them  at  30  or  so  retail  stores  in  Man- 
hattan that  specialize  in  vinyl.  Fifteen  agreed  to  buy  four  or 
five  copies  each,  at  $7  a  pop.  Small  potatoes.  Then  Katsiris 
and  his  girlfriend,  Phoenix  Roberts,  who  does  marketing 
(gratis)  for  the  label,  started  sending  copies  to  distributors, 
magazines  and  disc  jockeys. 

Premier  Cru's  lucky  break  came  when  a  BBC  deejay,  Gilles 
Peterson,  played  two  of  the  label's  cuts  on  the  BBC's  pop  music 
station,  heard  worldwide.  The  tunes  caught  on  in  Asia  and 
Europe.  Third  Ear,  a  record  label  and  distributor  with  offices 
in  London  and  Tokyo,  has  since  paid  Premier  Cru  a  $10,000 
advance  to  license  a  1 5-song  version  of  Enjoy  Detroit  that  it's 
releasing  on  vinyl  and  on  CD. 

What's  next?  An  album  with  hip-hop  producer  Kenny 
Flav,  who  worked  on  Mary  J.  Blige's  recent  platinum-selling 
album  No  More  Drama.  The  project  includes  such  big-name 
talent  as  Queen  Latifah.  It's  all  a  far  cry  from  used  keyboards 
and  donated  performances.  As  for  Budrik,  he  says  he  loves 
the  novelty  and  uncharted  adventure  his  label  has  brought 
into  his  life.  But  he's  still  got  his  day  job.  F 
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Vieques  East 

Japan's  myopic  bureaucrats  can't  see  the  tourist  potential 
of  Yonaguni.  Go  now— before  they  smarten  up. 

BY  BENJAMIN  FULFORD 


IT  BOASTS  THE  BEST  BLUE  MARLIN 
fishing  in  the  world,  unspoiled 
beaches,  jungles  alive  with  egrets  and 
submerged  cyclopean  formations 
some  think  are  remnants  of  Atlantis. 
Its  huge  moths  were  the  inspiration  for 
Mothra,  legendary  foe  of  Godzilla.  Yona- 
guni— the  southwesternmost  island  in 
Japan's  Okinawan  archipelago — is  poised 
to  pop  as  a  tourist  destination.  Right  now, 
though,  hardly  anybody  goes  there. 

The  island,  about  half  the  size  of 


make-work  projects,  of  which  the  latest  is 
a  $3  billion  base  for  the  U.S.  military,  to  be 
built  offshore  from  Okinawa's  main 
island.  When  completed,  it  will  assume 
some  of  the  functions  now  performed  by  a 
nearby  U.S.  Marine  base,  the  largest  in 
Asia.  Between  1945  and  1972  the  entire 
archipelago  was  U.S.  territory.  The  islands 
still  house  25,000  U.S.  troops,  75%  of  all 
those  stationed  in  Japan. 

Anti-US.  demonstrations  have  esca- 
lated in  recent  years,  and  locals  now  are 


requirements.  Taiwan,  with  22  milj 
potential  visitors,  is  just  80  miles 
Yonaguni — so  close  it  can  be  seen 
clear  day.  Millions  more  Chinese  lrv 
than  an  hour's  flight  away.  (For  a< 
how  to  get  to  Yonaguni  and  where  tc 
visit  forbes.com/yonaguni.) 

Curious  to  savor  the  island's 
charms?  Then  do  so  now,  while  toi 
is  still  a  trickle.  Divers  will  want  to  i 
ine  Yonaguni's  perplexing  underv 
stone  formations.  Most  scientists 
these  pyramidal  structures,  75  feet 
sea  level,  are  natural,  though  a  mine 
claim  to  see  in  them  the  hand  of 
Locals  who  lead  scuba  tours  coi 
images  of  Lemuria,  Mu  and  other  I 
endary  lost  worlds.  (Almost  plausibl< 
the  sixth  millennium  B.C.  the  "n 
would  have  been  above  sea  level.) 

The  fishing  may  be  even  more 


J 


k 


Undervisited  marvels  include  underwater  stone  formations,  luxuriant  flora  and  fauna  (blue  marlin,  especially),  and  miles  of  virgin  coastliiv 


Hawaii's  Oahu,  gets  a  few  thousand  visi- 
tors a  year.  Its  population  of  1,850  is  one- 
seventh  what  it  was  before  WWII.  Yona- 
guni's mayor,  Yoshikane  Otsuji,  blames 
the  island's  undeserved  obscurity  on 
Tokyo  bureaucrats  who,  from  1 ,000  miles 
away,  have  tried  unsuccessfully  to  micro- 
manage  its  economy. 

"We  used  to  support  a  much  bigger 
population,"  says  Otsuji,  a  jolly  man  who 
likes  to  hand  out  free  samples  of  Yona- 
guni's signature  12^-proof  rice  brandy. 
Tourism  between  tl  island  and  nearby 
Taiwan  (a  Japanese  ;i  1945) 

once  flourished.  B  was 

freed,  Tokyo  insist  have 

visas.  Tourism  tankei 

To  keep  Yonaguni         >t!    i 
the  archipelago  atloat.        vo  ! 
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split  over  whether  or  not  to  keep  the 
bases.  The  antibase  faction  objects  to 
noise  from  military  jets  and  from  live-fire 
training  drills.  Okinawans  also  fear  suffer- 
ing collateral  damage  in  any  fight 
between  the  U.S.  and  North  Korea. 

These  sentiments  are  similar  to  those 
that  induced  the  U.S.  to  quit  Vieques  in 
the  Caribbean.  The  difference?  Many 
Okinawans  don't  just  want  the  U.S.  out, 
they  want  Japan  out,  too.  Before  the 
Japanese  arrived  in  1870,  Okinawans  had 
enjoyed  7,000  years  of  independence. 
Explains  Yukikazu  Kokuba,  head  of  the 
Okinawa  Association  of  Corporate  Exec- 
utives: "We  look  at  the  Japanese  like  the 
Irish  look  at  the  English." 

What  local  businessmen  want  most  is 
Ibkyo  to  relax  its  stringent  visa 


ordinary  than  the  diving.  This  writer  \ 
lured  out  on  a  half-day  trip  by  a  10 
guarantee  of  catching  a  fish  and  got  v 
excited  landing  a  10-pound  tuna.  Tl 
the  captain  explained  that  this  was  si 
able  only  for  bait.  Put  on  a  hook,  it  helj 
land  a  357-pound  marlin. 

Jungles  teem  with  giant  moths,  wh 
wings  are  each  the  size  of  a  man's  ha 
They  were  the  inspiration  for  Mothra, 
ill-intentioned  insect  that  went  wing- 
fang  with  Godzilla  in  cult-classic  Japan 
monster  movies  of  the  1960s.  You  can 
flocks  of  cattle  egrets — huge,  white  sto 
like  birds — not  to  mention  varieties 
snakes  and  horses  unique  to  Yonagi 
There  are,  too,  hallucinogenic  mil 
rooms.  But  given  all  the  eerie  fauna « 
flora,  these  hardly  seem  necessary. 


OrbeS  DisplayClassiffed 


Advertisement 


No-Risk/Half-Price  Trial 

mLUE  LINE 


For  71  years  the  most  trusted  name  in  investment  research! 


Make  more  money  faster,  with  a  lot  less  risk, 
using  the  professional's  stock-ranking  system! 


)r  "2  years,  Value  Line  has  been  the  trusted  standard 
nbiased,  accurate  and  meaningful  stock  evaluations, 
/ing  the  realistic  value  of  a  stock  has  saved  many 
s  Line  subscribers  from  big  losses  in  the  current 
ile  market  while  at  the  same  time  providing  the 
ige  to  profit  by  going  against  the  crowd. 

o  matter  what  kind  of  investor  you  may  be,  Value 
makes  it  easier  than  ever  to  put  our  trusted  research 
>rk  with  3  distinctly  different  model  portfolios. 


* 


Line  Portfolios 


5  Years  through 
6/30/03 


Since  Inception" 
6/30/03 


igressive  (portfolio  I)  +  4.9%      +  1 3.4% 

mservaflve  (portfolio  II)         +  4.6%      +  1 2.4% 
ng  Term  Growth  (portfolio  III)  +  6.4%      +  1 3.8% 


rw  Jones  Industrials 
tf  500 

ISOAQ  Composite 

Results  based  on  annualized  returns 


+  0.1%  +9.4% 
- 1.6%  +  10.2% 
-3.1%        +8.3% 

'Inception  date:  4/28/95 


ince  inception,  each  of  our  three  model  portfolios 
1  beaten  the  DJIA  by  at  least  32%  a  year. 

ach  of  these  portfolios  follows  different  principles 
d  on  the  Value  Line  stock  ranking  system.  Each  of 
i  are  culled  from  our  list  of  about  1 ,700  stocks  covered 
he  Value  Line  Investment  Survey  based  on  our 
rietary  Timeliness  Rank  (6-12  month  relative 
jrmance),  Safety  Rank  (relative  risk  measurement), 
nical  (0-6  month  relative  performance),  Financial 
igth  and  Earnings  Projections. 

Aggressive  -  20  of  our  top  stocks  selected  for  year- 
ahead  appreciation  based  on  a  Timeliness  Rank  of 
1  and  a  Financial  Strength  Rating  of  B+. 

Conservative  -  20  stocks  selected  based  on 
a  combination  of  Timeliness  Rank,  Safety  Rank 
and  relatively  high  yield 


•  Long  Term  Growth  -  20  stocks  with  unique 
characteristics  of  Timeliness  Rank,  Safety  Rank 
and  3-to-5  year  appreciation. 

You'll  also  receive  in-depth  research  on  approximately 
1,700  stocks;  a  full-page  report  once  every  13  weeks, 
including  our  proprietary  Timeliness,  Safety,  Technical 
Ranks,  and  our  assessment  of  the  company's  financial 
strength,  our  3-to-5  year  price  appreciation  projections 
and  our  analyst's  opinion  on  the  future  of  the  company. 
Value  Line  is  completely  objective  and  beholden  to  no 
one  but  our  subscribers. 

Save  50%  and  put  Value  Line  to  work 
on  your  portfolio  with  a  no-risk  trial! 

Call  the  toll-free  number  below,  and  receive  - 

•  1 3  weekly  issues  of  The  Value  Line 
Investment  Survey 

•  Value  Line  Reference  Library  online  version- 
complete  coverage  on  approximately  1700  stocks 
in  over  90  industries. 

•  Subscriber  only  access  to  The  Value  Line 
Investment  Survey  website. 

•  How  to  Invest  In  Common  Stocks  -  the  guide  for 
investing  using  the  Value  Line  Investment  Survey. 

•  J.K.  Lasser's  Your  Income  Tax  2004  -  This 
tax  guide  covers  all  the  new  tax  law  changes,  as 
well  as  tax  planning  and  money  saving  strategies. 
$16.95  retail,  while  supplies  last. 

*  At  just  $75  for  13  weeks,  you  can't  lose!  So  don't 
delay.  If  you  are  not  delighted,  cancel  within  30  days 
for  a  full  refund.  Foreign  rates  upon  request.  For  new 
subscribers  only.  Call  toll  free: 

1-800-276-5655  NOW! 

Bonus  Code  81 6NKZF27 

www.valuelineinc.com/forbes 

NOTE:   If  you  prefer,  choose  Value  Line  for  Windows*,  our  easy  to  use  software. 
Everything  you'll  find  in  our  famous  printed  edition  PLUS  daily  updates  and  20 
minute  delayed  pricing  via  the  Internet,  powerful  stock  screening  filters,  technical 
analysis  charting,  portfolio  management,  Value  Line  rank  change  alerts  and  more. 
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Salvador  Dali  "Rhinocerous 
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Edition  size  50,  signed  Salvador  Dali. 

12"(L)x8"(h)x5"(d)  weight  20  lbs. 

be  featured  in  upcoming  book  "The  Hard  and  Soft  of  Dali' 

by  Robert  &  Nicolas  Descharnes. 

Call  now,  ask  for  Dept.  FB. 

Salvador  Dali  Gallery,  15332  Antioch  Street 

Pacific  Palisades,  CA  90272 

800-275-3254  (310-459-8883  outside  US) 

www.DaliGallery.com 
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For  information  a 
rales  on  advertising 
in  the  next  Forbes 
Display  Classified  Section 


-800-442*644 

mediopt@ao1.com 


Charge  your  ad 


Business  Opportunities  I  Business  Opportuni 


IS  THIS  THE  PERFECT 
WHITE  COLLAR  BUSINESS? 


FREE  VIDEO  reveals  why  prominent  attorney  left 
practice  for  goldmine  business  providing  low-cost 
lawsuit  protection,  privacy,  tax  reduction-now 
needs  Associates  nationwide.  You  can  enjoy 
exceptional  income,  ideal  lifestyle  and  prestige 
representing  these  important  services  to  business 
owners,  professionals  and  families  in  your  area. 
Local  appointments  available.  You  earn  large 
initial  fees  plus  renewals.  As  few  as  10  clients 
yields  as  much  as  $64,000.00  income.  Work  from 
home,  no  overhead,  flexible  hours  you  control.  No 
franchise  fee.  Fast  start.  Full  training  and  support. 
Proven  business  system.  No  special  education, 
financial  background  or  sales  experience  required. 
24-hour  free  recorded  message:  (800)  653-4497 


Create  Real  Wealth!!! 

Huge  Profits  Saving  Companies 
Money  on  Their  Electricity  Costs! 

$19,350.00  Investment 

100%  Product  Credit  for  Investment 

Full  Training  and  World's  Best  Support 

Call:  1-206-686-3672 


Legal  Services 


H3EB1 


H 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 
•Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


te  banki 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •  www.searsatty.com 


.^ZMailing  Lists 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses  -  Select  by  geography,  sales  volume, 
business  type,  contact  name,  credit  rating,  and  more, 

250  Million  Consumers  -  Select  by  age,  income,  home  value. 


buying  behavior,  geography,  and  more. 

Customer  Analyzer  &  Prospect  Builder  -  Analyze  your  current 


customers  &  find  prospects  that  match  Free  analysis  &  25  Free 
prospects  at  infoUSAcom. 

wfi*JB±  1  -800-555-5335 


Art  Work 


JtssAMMSMt 

www.uniquegiftsintl.com 


Buy  Foreclosed  Propc 

Use  INVESTOR'S  Money.  Split  Big  Prt 

Complete  Training.  Call  for  Fre 

Information  Package. 

800-995-0049  ext.N1! 


e-mcorporate 


•  Incorporate  in  Delaware 
U.S.  bank  accounts  opelu 

Legal  Delaware  addressjj 

Delaware  Incorporation  Handbo 


Delaware  Business  Incorporator 

800.423.2993 


$250,000  Profit 

First  year  in  business 

if  you  are  a  serious  person  who  \ 

to  make  serious  money. 

We  have  the  program  for  yoi 

Investment  only  $14,900 

Call  1-800-675-6144 
You  Will  Make  Money 


The  current  Si- 
economy  is  mak 
BIG  MONEY  for 
and  leasing  broker 


Business  Loans  ■  Equipment  Lt 

OWN  YOUR  OWN 
BUSINESS  LOAN  COMf 
Ho  experience  needed. ..We  support  j 

RECEIVE  A  FREE 

45  MINUTE  VIDEOTAPE  SEMINAR 
•  FULL  COLOR  INFO  PACKET  L  BROCHUR 


CALL  TODAY 

800-336-3933 


The   Loan   Consultants, 


OFFSHOR 


♦Companies 
♦Banking 
♦Credit  Cards 
♦Privacy 


-JS." 

Capital  Ass 

Managemei 


(800)710-0002        FretBrodun 

Visa/MOAmex     wwwjusrtpitKtclfcM 


SMALL  ADS  BRING 

BIG  RESULTS! 

Call:  Media  Options 

1-800-442-6441 


Forbes 

Subscriber  Service 

To  order,  change  address 

or  other  customer  service,  | 

call  1-800-888-9896 
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Dali  Prints 


WeSS  SUCCeSS  |       HOT  Choice®  Market 

Developers  Needed 


&  temporary 
search  -  one  franchise 


the  #1  staffing  franchise 

services. 
An 

iffices.96%  rantftsee  success  rale 

funding  ol  client  receivables 

<g  staffing  industry  sales .»  am  m 

ness/salas  &  marketing  focus 

■9@expresspersonnel.coni 

t  nubble  Biroughoul  N  America 


W(FH»7r 

1-877-652-6400 


Bed  &  Breakfast 


As  is  a  Network  of  Private  Homes 


rget   mart  sophisticated 

who    finds    hotels    boring    and 

inal  and  who.   in   spite  of  being 

ly  busy,  wants  to  experience  other 

is  and  people 

raveling  to  Harvard  University7 
le  of  our  homes  in  Harvard  Square" 
V  ant  great  fast  rates  range  from 

$75  to  $360  per  night 
lettmanerwort  com       800-347-9166 


I  Estate-" Ranches 


\ll\(,  \UH  \l  US  RANCH 

■  setting      20  miles  SW  of  Cody. 
ng  near  Yellowstone  Park     1.020 
river  and  creek  frontage,  wildlife 
t,  elk  &  deer  landowner  licences. 
r  services.  NO  State  Income  Taxes. 
Lising     $5,700,000 
iher  ranches  also  available. 
stem  Land  Ser\  ice  Bob  Bole 
17-8014      Bob@westernland.net 


Franchises 


"SIZZLING 

GROUND 

R  OPPORTUNITY" 

ncu  s  most  exciting  and  tjstesi 
ing  beauty  product  superstore  is 
ig  to  a  city  near  you.  Glamour 
its  offers  an  unprecedented 
rtunity  for  a  franchisee  to  enter 
xplosi\ely  fast  growing  beauty 
ict  industry  in  a  very  high 
in.  profitable,  fun  business  with 
dible  growth  potential.  Full 
ng.  merchandising,  advertising 
operational  support.  Glamour 
:ts  provides  a  very  unique 
ping  experience  in  award 
ing  designed  stores.  Get 
a  recession  proof  franchise  and 
jamour  business  in  high  traffic 
;  and  power  centers  and  build 
serious  equity  for  your  future 
idual.  area  and  multiple  store 
hises  available  across  the  U.S. 
til  Doug  Warren  toll  free  at 
566-713-7487  ext.  222 

or  e-mail 
'Ug@glamoursecrets.biz 
for  more  info. 


Territories  Still 
Available! 


HOT  Choice®  distributors 
sought  to  develop  and  grow 
an  automated  food  service 
business. 

Unique,  patented, 
technology  serves  tasty 
food,  hot  &  crispy,  to 
consumers  where  they 
work,  travel  and  play,  all  in 
just  90  seconds! 

24/7  food  service,  limited 

labor  costs 

The  HOT  Choice® 
Automated  Diner  features 
nationally  recognized 
branded  food  including 
pizza,  hot  sandwiches, 
chicken  strips  and  fries. 

Candidates  will  be 
qualified,  including  working 
capital  capabilities,  in  their 
respective  territories. 


KRh  Thermal  S, 
Inc. 

1-800-880-8363  x222 


RARE  DALI  PRINTS 


l)  you  own,  or  ore  considering  the  purchase 
of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  ($15  per  issue) 


l-(800)  275-3254 

ask  for  Dept.  FM 

hltp://vm»  ilalijNillerv  com  •  FAX  .1 10-454-2090 
Brjiu  Rk  \n  •  lsU;  Aiilliih  SL  #  I1IK.  Padflc  I\iIis.kIcs.C A  9H272 


Education 


Capital  Available 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC. 561-627-71 10 


Watches 


SWISS  WATCHES 


GREAT  DISCOUNT  PRICES! 

•  TAX  FREE 

•  2003  MODELS 

•  100%  AUTHENTIC 

•  CARTIER,  OMEGA,  TAG,  ETC>- 
CALL  NOW  (949)  470-4545 


WWW.ATLANTICTIME.CO 


For  information  and 
rates  on  advertising 
\    >  in  the  next  Forbes 
Display  Classified  Sect! 
Call  Media  Options 
g    1.800-442-6441 

~ediopt@aol.com 


California  Acreage 


40  Acres-PelMar 

Pacific  Ocean  views-overlooking 
DelMar  race  track  and  Fairbanks 

Ranch.  All  utilities  in  place. 

Subdivide  or  have  your  own 

magnificent  40  acre  estate. 
Principals  only.  $6,000,000.00 

Call  (760)  451-8774 
or (760)  721-7444 


t  Mib 
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Investments 


Business  Financing 


Luxury  Resort  Homes 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 

It's  InvestorTainment®  We  use  investor 

funds  to  purchase  distressed  property 

nationwide.  The  properties  are 

rehabilitated  and  sold  for  a  profit-Simple! 

Rated  lowest  Risk  by  Dun  &  Bradstreet 

Toll  Free  (877)610-5982 

Office  847-426-8701 

CEO  847-341-4325 

Website  www.investforclosures.com 

Email  info@investforclosures.com 


Business  Services 


NEGOTIATION  SPECIALISTS 

We  speak  all  foreign  languages. 

Claims  processing.  Corporate 

transactions.  We  do  all  deals. 

Cut  company  costs  by  selecting  us. 

We  get  you  what  you  want.  Every  time. 

1-866- DEAL- DONE  (1-866-332 -5366 

Web:  www.negotiationsuperstars.com 
e-mail:  sales@negotiationsuperstars.com 


Newsletter .  ,< 


Forbes  Guru  Picks 


5  No  Load  Funds 
for  the  Fall  of  2003 

Forbes  Newsletters  just  issued  a  new  BUY 
LIST  containing  the  TOP  recommendations 
of  5  of  our  best  performing  gurus.  For  a  lim- 
ited time  this  Special  Report  is  available 
without  charge  when  you  sign  up  for  Forbes 
FREE  Investment  Guru  Email. 
Sign  up  today  at  www.forbes.com/guru 


BANK  SAYS  "NO"? 

We'll  pay  you  cash  for  your 
company's  receivables  within  24 
hours.  Approvals  by  phone. 
Personalized  service.  No  upfront 
fees.  No  collateral  required. 
Call  today  to  CASH  $50,000 
minimum  to  $2,500,000. 
It's  more  affordable  than 
you  think. 

Mr.  Weil  800 -499-6179 
or  888-505-7332  for 
recorded  information. 


Health/Back  Pain 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 

on  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


Vacation  in  a  palace  of 
absolute  splendor — a  fully 
serviced  mansion  with 
exquisite  interiors,  set  amid 
rolling  fairways.  All  yours 
for  an  entire  month,  deeded 
interest.  Term-5  years. 


^ 


%, 


RESORT 
MANSIONS 

The  grandeur  of  a  mansion.  L 
The  services  of  a  5 -star  hoteL 


phone  (480)  585-7500  •  fax  (602)  667-0299 
www.resortmansions.com 


This  is  not  an  offer  lo  sell  nor  a  solicitation  of  an  offer  to  buy  to  residents  of  any  state  in 
which  registration  requirements  have  not  been  fulfilled.  Void  where  prohibited. 
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Forbes 

Subscriber  Service 

To  order,  change  address 

or  other  customer  service, 

call  1-800-888-9896 


SMALL  ADS  BRING 

BIG  RESULTS!! 

Call:  Media  Options 

1  -800-442-6441 
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Advertise  &  Make  Money... 
isn't  that  the  whole  idea? 

If  you  have  a  business,  product,  service,  or  money-making  idea  that 
needs  promoting... Forbes  Business  Classified  has  to  be  your  choice  foi 
return  on  investment.  Forbes  classified  advertising  offers: 

•  Over  5  Million  readers  per  issue 

•  Forbes  readers  are  high  income  decision  makers 

For  extremehcompetitive  advertising  rates 

and  versatile  Media  packages:  Call  Media  Options  1-800-442-6441 
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Dental  Care 

\merican  Dental  Association 
1-800-232-7698  Ext.  240 
www.ada.org/Source  Code  240 
Energy 

ConocoPhillips 
www.conocophillips.com 
Financial  Services 

American  Century  Investments 
1-877-44-  AMCEN 
ww  w  amencancentury.com 

Amenlrade 
1800AMERITRADE 
www.ameritrade.com 

Lincoln  Financial  Distributors 
www.LFD.com 

National  City 
www.nationalcity.com 

I    Rowc  Price 
T.  Rowc  Price  Funds  06781 2DEQ 
1-800-541-1846 
www  trow  cprice.com 

1  'he  Vanguard  Group 
1-800-523-9447 
www.vanguard.com 
Hotels 

Hilton  Hotels 
www.hilton.com 
Investment  Promotion  Organisation 

Invest  Hong  Kong 
852-31071000 
www.investhk.gov.hk 
Legal  Services 

Dickstcin  Shapiro  Morin  &  Oshinsky 
www, dnkslemshapiro.com 
Pharmaceuticals 

Boehringer  Ingclhcim  Pharmaceuticals,  Inc. 
www  boehringcr-ingelheim.com 
Summerall  Success  Stories 

Pal  Summerall  Productions 
www.PatSummerall.com 
Telecommunications 

AT&T  Wireless 
www.attwireless.com/business 
Travel 

American  Airlines 
www.aa.com 

British  Airways 
1-800-AIRWAYS 
britishairways.com 
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•^  Express  Personnel  Services  1-877-652-6400 
www.expresspersonnelcom 
•^  Glamour  Secrets  1-866-713-7487  ext  222 
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www.holidaygroup.com 

InfoUSA  1-800-555-5335 
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THOUGHTS 

On  the  Business  of  Life 


ome  speak  well  of  us,  others  otherwise.  From  a  recent  batch  of  references  to  FORBES  in  print 

[came  the  following]:  Observed  Donald  Davidson,  with' the  Houston  Astros  management, 

in  an  interview  with  the  St.  Petersburg  Times:  "Baseball  has  changed  and  not  all  for  the 

good.  I  would  never  want  to  be  the  owner  of  any  baseball  team.  If  you  want  to  know  why,  just  walk  into 

any  major  league  locker  room.  Or  look  at  the  mailbox.  It  used  to  be  everyone  subscribed  to  Sporting 

News.  But  now,  more  players  read  FORBES  or  the  Wall  Street  Journal"      — MALCOLM  S.  FORBES  (1982) 


Nolan  Ryan  is  pitching  much  better  now 
that  he  has  his  curveball  straightened  out. 
—JOE  GARAGIOLA 


There  comes  a  time  in  every  man's  life, 
and  I've  had  many  of  them. 

—CASEY  STENGEL 


He  was  thrown  out  trying  to  steal  second; 
his  heart  was  full  of  larceny  but  his  feet 
were  honest. 

—ARTHUR  BAER 


Any  pitcher  who  throws  at  a  batter 
and  deliberately  tries  to  hit  him  is 
a  communist. 


-ALVIN  DARK 


One  night  we  play  like  King  Kong, 
the  next  night  like  Fay  Wray. 

—TERRY  KENNEDY 


The  triple  is  the  most  exciting  play  of  the 
game.  A  triple  is  like  meeting  a  woman 
who  excites  you,  spending  the  evening 
talking,  then  taking  her  home.  It  drags 
on  and  on.  You're  never  sure  how  it's 
going  to  turn  out. 

—GEO  ITER 


Spare  us  the  laments  about  Red  Sox 
and  Cubs  supporters.  We  are  Phillies 
fans.  No  one  knows  losing  like  us. 

—FRANK  FITZPATRICK 


The  highlight  of  my  baseball  career  came 
in  Philadelphia's  Connie  Mack  Stadium 
when  I  saw  a  fan  fall  out  of  the  upper 
deck.  When  he  got  up  and  walked  away 
the  crowd  booed. 

—BOB  UECKER 


George  Steinbrenner  is  the  salt 

of  the  earth,  and  the  Yankee  players 

are  open  wounds. 

—SCOTT  OSLER 


There  are  only  five  things  you  can  do 
in  baseball — run,  throw,  catch,  hit 
and  hit  with  power. 

—LEO  DUROCHE 


I'm  no  different  from  anybody  else  with 
two  arms,  two  legs  and  4,200  hits. 

—PETE  ROi: 


Baseball  is  very  big  with  my  people. 
It  figures.  It's  the  only  way  we  can 
get  to  shake  a  bat  at  a  white  man 
without  starting  a  riot. 

—DICK  GREGOI 


A  Text... 

That  the  soul  be  without 
knowledge,  it  is  not  good; 
and  he  that  hasteth  with  his 
feet  sinneth. 

—PROVERBS  19 

Sent  in  by  Arthur  Eisenla,  Syosset,  N 
What's  your  favorite  text?  Forbes  Book 
Quotations:  Thoughts  on  the  Bi4siness  ofLiji 
given  to  senders  of  Bible  texts  that  are  used 


More  than  14,000  "Thoughts,"  arranged  alphabetical]) 
subject,  are  available  in  a  900-page,  one-volu 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts^ 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping. 
$1  per  item  for  handling  (add  applicable  sales  tl 
To  order,  please  call  toll-free,  1-800-876-6556. 
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